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Foreword 

The Lyndon B. Johnson School of Public Affairs has established interdisciplinary research 
on policy problems as the core of its educational program. A major part of this ·program is 
the nine-month policy research project, in the course of which two or more faculty 
members from different disciplines direct the research of ten to thirty graduate students of 
diverse backgrounds on a policy issue of concern to a government or nonprofit agency. 
This "client orientation" brings the students face to face with administrators, legislators, 
and other officials active in the policy process and demonstrates that research in a policy 
environment demands special talents. It also illuminates the occasional difficulties of 
relating research findings to the world of political realities. 

Colonias have been a key unresolved urban water resources problem in Texas for many 
years. The detailed understanding of the relationship between population and water 
infrastructure in colonias is of vital interest to Texas planners and policy makers. Two 
pressing colonia needs are (a) gaining access to water and wastewater infrastructure 
programs and (b) addressing the massively substandard housing conditions on the U.S. 
side of the Texas-Mexico border. Research for this report was made possible by a grant 
from the U.S. Department of Housing and Urban Development Community Outreach 
Partnership Center at The University of Texas at Austin (COPC-TX-95-0018). Financial 
support was also provided by the Stephen H. Spurr Fellowship. 

The curriculum of the LBJ School is intended not only to develop effective public servants 
but also to produce research that will enlighten and inform those already engaged in the 
policy process. The project that resulted in this report has helped to accomplish the first 
task; it is our hope that the report itself will contribute to the second. 

Finally, it should be noted that neither the LBJ School nor The University of Texas at 
Austin necessarily endorses the views or findings of this report. 
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Executive Summary 

Chapter 1: An Introduction to Texas Colonias 

This introduction defines colonias and describes some of the conditions that have lead to 
their growth. It outlines the health and housing problems that colonia residents often face. 
Residents, due to a lack of water and wastewater infrastructure, are more prone to a wide 
spectrum of diseases. Frequent flooding and pesticide runoffs from nearby fields 
contaminate the water that households depend upon for drinking and daily use. 

The lack of affordable housing has been the major factor in the creation of colonias. 
Colonia housing, usually purchased under a "contract for sale" process, is usually built 
piece by piece by the owners. The units are rarely built according to housing code and are 
usually located on a small plot ofland without access to amenities such as water or sewer 
lines. Jurisdictional disputes often prevent these amenities from being provided. 

Chapter 2: Affordable Housing for Low Income Families: Do Colonias 
Provide an Answer? 

This chapter explores the lack of affordable housing for low income families along the 
Texas-Mexico border. Profiling Cameron, El Paso, Hidalgo, and Webb counties, this 
chapter shows that more households (per capita) face unaffordable housing costs than all 
households statewide. In these four counties, there was a 41 percent increase in the 
number of households paying unaffordable housing costs between 1980 and 1990. In 
addition, the gap between what border families can afford to pay and what is available to 
them has increased. This chapter takes a brieflook at programs geared particularly to 
address the housing problem. Such programs are important considering the rapid 
population growth of the area. Given current growth trends, it is estimated that by the 
year 2000, 162, 148 households, or 535,088 people, will be paying unaffordable housing 
costs. 

Chapter 3: Demographics, Housing Characteristics, and Living 
Conditions 

This chapter presents extensive data describing colonia areas. Data are also provided for 
comparison to border regions without colonias, to urban areas, to rural areas, and to the 
state as a whole. Colonia areas are particularly distinctive for their largely Hispanic 
population, the high percentages of children within the population, low rates of education, 
and high rates of poverty and unemployment. This chapter also discusses housing 
characteristics and the lack of basic water and wastewater provisions in colonia areas. 
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Chapter 4: Legislation and Programs Affecting Colonias 

This chapter takes an in-depth look at the legislation governing colonias and the programs 
that such legislation has created. First, a historical outline of colonia regulations is 
presented. The lack of authority granted to counties has been one powerful factor in the 
development of colonias. An analysis of current legislation follows this background, with 
particular emphasis on bills from the 74th Legislature in 1995. 

Second, this chapter provides some discussion of the many programs affecting colonias. 
Recommendations from Governor Ann Richards' Border Working Group are evaluated. 
Many new funds have been allocated and new programs implemented, however, the 
efforts continue to fall short of the needs. The majority of the programs have been focused 
toward water and wastewater while issues of housing and drainage still have not been fully 
addressed. 
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Chapter 1. An Introduction to Texas Colonias 

What Are Colonias and Who Lives in Them? 

Even though colonias have gained much attention in the last several years, most people do 
not realize the extent of the problem along the Texas-Mexico border. Most people are 
unaware that colonias have existed for many decades. Colonias are generally understood 
to be subdivisions in unincorporated areas with inadequate infrastructure and inhabited by 
residents with very low incomes. They are defined by the absence of one or more of the 
following facilities: paved streets, numbered street addresses, sidewalks, storm drainage, 
sewers, electricity, potable water, or telephone services. 1 A subdivision in an 
unincorporated area is not deemed a "colonia" unless it is within 100 miles of the Texas
Mexico border and has at least five structures. 2 Some colonias have been annexed by 
cities.3 In 1995, the Texas Water Development Board estimated that over 340,000 Texas 
residents lived in 1,436 colonias. Over 75 percent of all colonia residents live in Hidalgo, 
Cameron, Webb, Starr, and El Paso counties. 

Most colonia residents are U.S. citizens. They tend to be predominantly Hispanic, young 
and unskilled. Generally, the level of education of colonia residents is low and illiteracy is 
high. The primary language is Spanish, which often impedes access to programs and the 
understanding of policies, procedures, and legal documents. An estimated 43 percent of 
all colonia residents live in poverty. A family of four was considered, in the 1990 Census, 
to be below the poverty level ifits income was $12,675 or less. That figure would include 
an estimated 146,200 colonia residents. 4 

Water and Health Problems in the Colonias 

Colonia residents often face serious water and health problems. Results of the 1990 census 
show an alarming situation regarding water infrastructure. While 85 percent of colonia 
households own their own home, 5 23 percent report no treated water within the house. 6 A 
1990 General Accounting Office (GAO) study found that out of842 colonias identified in 
the six Texas counties studied (Cameron, El Paso, Hidalgo, Starr, Webb, and Willacy), 
503 colonias had access to water systems while only three had access to sewer systems.7 

The use of untreated water for drinking, washing, bathing, and cooking ranged from 4 
percent to 13 percent of households. The 1990 Census indicates that approximately 50 
percent of colonia houses in rural counties and 20 percent of houses in urban counties 
(i.e., Cameron. El Paso, Hidalgo, Webb) have incomplete plumbing facilities. 
Furthermore, 40 percent of colonia households in rural and 15 percent in urban counties 
lacked complete kitchen facilities. 8 Fifty percent of colonia households had a septic tank 
and 36 percent used cesspools (septic tank usage was high in the Rio Grande Valley and 
cesspool use was high in El Paso).9 
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As one might expect given these living conditions, the health profile of colonias residents 
is quite poor. In 1988, the Texas Department ofHealth conducted a health needs 
assessment of colonia residents in the Lower Rio Grande Valley and El Paso County.10 

Sixty-five percent of the colonia residents had no health insurance. On the whole, colonia 
residents have a higher incidence of disease. The rate of tuberculosis was 3. 9 percent and 
the rate of hepatitis was 6.2 percent. Other health problems included high rates of gastro
enteritis, skin disease, and other water related problems. 11 

Many attribute this to poor access to health care, unsanitary living conditions, and 
environmental hazards. Many colonia communities report cases in which a majority of the 
children have health problems ranging from asthma to dysentery as a direct relation to 
environmental hazards. Salmonellosis, shigellosis, ambebiasis, hepatitis A and B, 
tuberculosis, measles, rubella, whooping cough, tetanus, diphtheria, polio, Hemophilus 
influenza type B, influenza, and cholera are all threats along the border because of living 
conditions, disease incidence and lack of immunizations. Many of these diseases have 
appeared along the border because of poor drainage problems. Hooding is a problem in 
about half of the colonias.12 The Rio Grande Valley water table is quite low, rising from 
15 to 20 feet above sea level in Brownsville to 100 to 125 feet above sea level in McAllen. 
In addition, ground water is near the SUiface, 3 to 4 feet below the surface in much of the 
area, creating the conditions for frequent flooding and poor drainage. This poor drainage 
decreases the effectiveness of outhouses and septic tanks. 13 Water used for bathing, 
washing, and even drinking may be drawn from drainage ditches that collect sewage and 
agricultural chemicals from adjacent fields. The effects of such high rates of disease are 
only amplified by the widespread poverty of the area. Usually it is the responsibility of 
local governments to solve public health or sanitation problems. In rare instances when 
local entities do not have the resources or are unable to attain a solution, other units of 
government usually assist. Efforts at the state level, however, have begun only in the last 
few years. 

Colonia Housing 

The lack of affordable housing along the border is the primary reason for the proliferation 
of colonias. Although the price of land within border cities may not be much higher than 
in rural areas, the purchase of land within a city generally requires the use of traditional 
financing for which a low-income person may not qualify.14 Father Ed Roden, long time 
pastor of La Purisima Catholic Church in Socorro, Texas, testified before the 
Subcommittee of Water Resources of the House Committee on Public Works and 
Transportation: 

The people in colonias came looking for the American Dream: to own a piece of 
land and build a home and future for their families. In most cases, they have done 
this because El Paso has only a one percent housing vacancy for low income 
people. The El Paso Housing Authority has frozen its waiting list for families. 
And so, people came to the Valley and bought half-acre lots for $10,000 on a 
contract for sale. This is affordable for our families that earn $7,000 to $10,000 
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per year. They bought this land trusting what turned out to be greedy, dishonest 
developers who promised water and other services in the near future. So, the 
problem is not just one of convenience, it is a matter of disease and an insult to 
human dignity.15 

Father Roden's testimony touches on some of the most fundamental reasons colonias exist: 
population growth along the border, housing affordability and land sale practices, and land 
development regulation. For this reason, individuals searching for affordable housing 
alternatives have turned to rural land "developers" who offer financing to them through 
what is referred to as a "contract-for-sale." 16 

Under a contract-for-sale, the purchaser typically enters into a contract to buy a small 
residential lot at a low downpayment and a low monthly payment. 17 The lots are usually 
small. Many are as small as 60 feet by 100 feet in size18 and sell anywhere from $3,000 to 
$12,000. In contrast, lots within the corporate limits of border cities cost much more. 
Lots within the cities ofLaredo and El Paso start at $10,000 and often exceed $20,000. 
The trade-off is that the purchaser does not obtain the deed of ownership of the property 
until the contract has been paid in full. In addition, finance rates for contracts for sale are 
often as high as 12 to 14 percent. Under this type of arrangement, a late payment may be 
subject to exorbitant penalties and may be grounds for foreclosure on the property. 
Developers have often entered into contracts to sell land with only the promise of basic 
infrastructure such as paved roads and access to water and sewer. 19 In many colonias, 
these services were never provided, leading to the poor condition of infrastructure in many 
colonias today. 

Another advantage to buying land in a rural subdivision is that building structures are not 
subject to municipal building codes. The lack of general knowledge pertaining to building 
codes has caused many colonia residents to put their life savings into a house not built to 
code. Because most financial institutions will not loan money on a house not built to 
code, this mistake usually blocks them from having the opportunity to secure a mortgage 
on their home. Unfortunately, this prevents many from ever moving up into a better 
home. Financial institutions have also been reluctant to finance housing in colonia areas 
because of the uncertainty in actual ownership of property. The traditional method of 
home finance, payments due on a monthly basis, may not be feasible for colonia residents, 
many of whom are migrant farm workers with seasonal employment. 2° Colonia residents 
must often pay for the construction of their home on a cash basis. For this reason, many 
residents are only able to finance the construction of their home on a piecemeal basis, 
often not making provisions for electrical connections, indoor plumbing, or heating. In 
addition, some residents may live in a partially-constructed home until construction has 
been completed. 21 

In Texas, limitations on county authority over land development is another factor that has 
contributed to the development of colonias. One of the main reasons that land in rural 
subdivisions is more affordable is that it is not subject to municipal regulation and does not 
have access to municipal services. Although counties possess some authority to regulate 
the development of land in rural areas, this authority, until recently, has been limited to the 
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establishment of minimum road and drainage requirements.22 The limitations on county 
authority has allowed for the legal development of rural subdivisions without water and 
sewer servtces. 

This lack of county authority has other repercussions as well. Frequently, the funding that 
is available for low income housing must be applied for by some entity, usually a local 
government. However, there is no city government for colonias in unincorporated areas, 
and the county is often too weak to do so. Until recently, colonias had no recourse unless 
some other entity was able to apply for the funds or the colonia was annexed by a city. 
Cities often are reluctant to annex colonias because in doing so, they must extend basic 
services to the annexed area. The high rate of poverty among colonia residents usually 
indicates that the tax base to be gained by a city would not sufficiently offset the costs of 
annexing the colonia. Thus again colonias are usually left in limbo. 

Loopholes in the laws governing land sales also facilitated the development of colonias. 
Because land sales occur independent of the land development process, it is possible for 
land to be sold in a subdivision which has not been approved by the county. Even though 
the subdivision ofland is illegal, the sale ofland is not (i.e., the person purchasing the land 
holds a legal claim to the land). Because these illegal subdivisions were not approved by 
the county, they may not meet minimum subdivision requirements.23 Such a lot, for 
example, may be too small to permit the installation of a septic tank. 

This report will explore these and other issues of critical importance to colonias. Topics 
addressed include the demographics, health, housing, water and wastewater, and 
infrastructure of colonias. 

Some findings of this study are: 

• Compared to other parts of the state, colonias have a large population of children 
(36.6 percent) and a small population of elderly 65 and over (9.7 percent). 

• More than three-fourths of all colonia residents were born in the United States. and 85 
percent are U .S. citizens, however Spanish is the primary language spoken. 

• More than 42 percent of all colonia residents are living in poverty with 28 percent of 
all home owners and 47 percent of all renters making less than $10,000 per year. 

• Only 6. 6 percent of all colonia households are headed by females and most of these are 
women living alone. The rate of female-headed households for the state as a whole is 
nearly three times as high ( 15 .2 percent). 

• Relative to other parts of the state, a large percentage of people in colonias own their 
homes (62.4 percent) and a small portion of the people rent (17.8 percent). 

• More than half of all colonia residents drop out of school before the 12th grade (55.9 
percent) and over 40 percent have less than a 9th grade education. 

4 



• The rate of new housing growth has exceeded the rest of the state since 1970. 

• Housing conditions are crowded and many households lack complete plumbing (9.7 
percent), complete kitchens (6.6 percent), or telephones {20.6 percent). 

• A large percentage of the colonia households are not provided essential public services 
such as piped in water (19 percent), sewage removal (64.5 percent), or utility gas for 
heating (76.5 percent). 
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Chapter 2. Affordable Housing for Low Income Families: Do 
Colonias Provide an Answer? 

A steady increase in housing costs relative to incomes has created a housing crunch for 
many U.S. families. In 1988 home ownership rates were at their lowest point in 15 years, 
and real rents were at their highest in 20 years. 1 An Urban Land Institute Policy Report 
in the same year predicted that the price of housing nationally will increase approximately 
35.8 percent by the year 2002, while real income will only increase roughly 20 percent.2 

In combination with severe cutbacks in federal housing assistance, these trends weigh 
heavily on low income families. Between 1979 and 1990, federal spending for low income 
housing assistance fell 75 percent from $40.8 billion to $10.2 billion.3 This not only means 
a decrease in assistance for housing that already exists, but also a decrease in new low 
income units being built. In addition, it creates quite a quandary in light of the fact that 
renter households in the bottom 25 percent of the income scale increased from 5. 6 million 
in 1970 to 7. 9 million in 1989 and their real income dropped by 30 percent. 4 The 
possibility of home ownership for these low income families has become very remote. 
Even if they were able to handle a monthly mortgage payment, they would not be able to 
come up with the cash required for a down payment and closing costs, nor meet the credit 
requirements required by conventional bank financing. 

Along the Texas-Mexico border, families have flocked to colonias in their search for 
affordable housing. 5 The lack of regulation and code enforcement in colonias, combined 
with little or no infrastructure or services, allows land to be purchased cheaply and be 
subjected to minimal taxes. In addition, a financing method employed by several colonia 
developers known as a "contract for deed" allows low income residents to circumvent 
traditional financing methods which would normally prevent them from qualifying for 
loans due to their low income and lack of credit. Once they purchase the land, colonia 
residents are able to build their own home with the materials and the pace that their 
economic situation allows. Thus, for families struggling along the border, the colonias 
provide a viable option for affordable housing and home ownership. 

This chapter will examine whether colonias stem from inadequate housing supply for low 
income border families. First, the number of households paying unaffordable housing 
costs and their growth trends since 1980 will be analyzed. The socio-economic and 
housing market factors contributing to this growth will also be explored. Second, this 
chapter will evaluate whether colonias have, in fact, provided an affordable housing 
option. Third, the substandard conditions of colonias will be addressed. Finally, this 
chapter will examine the ability of the colonias to accommodate future needs for 
affordable housing and provides a precursory examination of alternative housing solutions 
for low income families . 
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Housing Affordability 

Comparing the affordability of housing in the Texas Border Economically Distressed 
Areas Programs (EDAP) counties to the level of affordability statewide, Table 2.1 shows 
that 21 percent of all border area households pay unaffordable housing costs, compared to 
18 percent of all Texas households.6 Border households incur a greater housing cost 
burden than households statewide. 

It also appears that the level ofunaffordability has grown significantly since 1980. To 
evaluate this trend, we examined four particular EDAP counties: Cameron, El Paso, 
Hidalgo and Webb. These four counties account for approximately 82 percent of all 
colonias and 74 percent of all colonia residents and thus offer a representative picture of 
the border and colonia population. Table 2.2 details the percentage of households paying 
unaffordable housing costs in 1980 and 1990. Among all four counties, 19 percent were 
paying excessive housing costs in 1980, compared to 21 percent in 1990. Thus, we see an 
increase in the percentage of these households unable to find affordable housing. 

Table 2.3 further examines this growth. Between 1980 and 1990, there was a 33 percent 
increase in the number of occupied housing units. However, there was a 41 percent 
increase in the number of households paying unaffordable housing costs, meaning the 
number of households incurring unaffordable housing costs grew in excess of the number 
of occupied housing units. This implies that the gap between what families along the 
Texas border can afford to pay and what is available has increased over the ten year 
period. 

Economic Conditions 

Poverty is one major factor contributing to this growing level of unaffordability. The 
Texas border area is one of the poorest regions in the state and the nation. Figure 2.1 
shows that 43 percent of households in the Texas border EDAP counties lived below the 
poverty level in 1990.7 In the same year this reached only 18 percent statewide. Figure 
2.1 also shows that the poverty level is higher in areas with colonias. Such a high rate of 
poverty is demonstrated by the fact that median family income in the border EDAP 
counties is $15,998, 41 percent lower than the statewide median family income of 
$27,016. Just as the area witnessed an increase in the number of households incurring 
unaffordable housing costs between 1980 and 1990, it also saw an increase in the number 
of households living below the poverty level. Among the four counties examined
Cameron, Hidalgo, El Paso and Webb-households living below the poverty level 
increased from 28 percent in 1980 to 35 percent in 1990. 

How does such poverty persist despite signs of free trade prosperity? Once considered 
the backwater of Texas, the region has enjoyed solid economic growth in the past decade, 
particularly in the last five years. In 1993, the McAllen Metropolitan Statistical Area 
(MSA) located in Hidalgo County witnessed the creation of 7, 100 jobs and saw the fastest 
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job growth in the country; Brownsville MSA in Cameron County ranked sixth nationwide 
with the creation of 4, 900 jobs; and Laredo MSA in Webb County ranked 14th. 8 

The economic situation along the border is a contradictory picture of prosperity and 
poverty. The jobs created in the region have been in the wholesale and retail trade, 
service, and manufacturing sectors which typically pay very low wages. Additionally, 
while the number of jobs has increased, the unemployment rate still remains in the double 
digits because the population continues to grow at such a rapid rate. According to the 
Texas Comptroller of Public Accounts, unemployment in the Lower Rio Grande Valley 
stood at 13.6 percent in 1994 despite the influx of new jobs.9 Due to high unemployment 
and a lower cost of living, South Texas wages for all employment sectors in 1991 were 
30.1 percent below the state average. 10 Together, these phenomena contribute to the high 
poverty rate in the region. 

Population Growth 

Confounding the problems of unemployment and poverty is the fact that the border region 
has one of the fastest growing populations in the country. According to the U.S. Census 
Bureau, the city of Laredo is the second fastest growing city in the United States, McAllen 
the third, and Brownsville-Harlingen the seventh. In the early 1990s the border counties 
were among the most rapidly growing areas of the country. Population growth for the 
border area was extremely rapid in 1992 and 1993 but has slowed since the December 
1994 peso devaluation (see Figure 2.2). 

Together, these two elements-pervasive poverty and rapid population growth-create a 
powerful demand for affordable housing. If the market fails to respond with an adequate 
supply, thousands oflow income families will find themselves in a precarious position. 
Unfortunately, it appears that this is exactly what has happened in Texas, particularly 
along the border. 

Housing Supply 

The occurrence of a "housing mismatch" as identified by the Texas Department of 
Housing and Community Affairs (TDHCA) is one indicator of an inadequate affordable 
housing supply. The concept of a housing mismatch means that units affordable to a 
specific income level are not necessarily occupied by households earning that income level, 
i.e., low-cost housing units are not always occupied by low income households. 
According to Table 2.4, of the all the units affordable statewide to households earning less 
than 30 percent of the HUD Adjusted Median Family Income (HAMFI), only a third are 
occupied by families actually earning less than 30 percent ofHAMFI, while 28.2 percent 
are occupied by households earning more than 80 percent ofHAMFI.11 This means low 
income households are forced to pay excessive housing costs because two thirds of these 
are occupied by families who can afford more expensive housing. 
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To make matters even worse, TDHCA notes that in 1990 extremely low income renter 
households (those earning below 30 percent ofHAMFI) outnumbered the rental units 
affordable to them by nearly 120,000. This means that affordable rental units were 
available to only three-quarters of all extremely-low income households.12 So, while there 
is an initial inadequate supply of housing for low income households, the problem is 
aggravated by higher-income households occupying the limited number of units that are 
affordable to low income households. 

Perhaps another indicator of the failure of supply to meet demand is the small increase in 
housing units built along the border between 1980 and 1990, despite the rapid population 
growth over this period. This building stagnation is probably a failure on both the public 
and private side. As a result, the growing housing needs have not been adequately 
addressed by state and federal programs. In addition, the low incomes found along the 
border offer little incentive for private developers to build affordable homes, as it would 
not be profitable. Border households have found themselves shut out of the housing 
market on both sides. 

Of all housing units in the border counties, 24. 6 percent were built between 1970 and 
1979 and 26.8 percent were built between 1980 and 1990. Figure 2.3 shows that a large 
number of units were built in colonia areas in 1970s. In the areas without colonias, fewer 
units were built during the 1980s than during the previous decade. 

Examining the units built in the 1980s by their affordability levels, TDHCA found that 
statewide only 10 percent of all housing units and 8 percent of all rental units built 
between 1980 and 1990 are affordable to households at 30 percent ofHAMFI. This is in 
spite of the fact that these households make up 13.5 percent of all Texas households.13 

Table 2.5 shows that the border counties experienced a similar situation. In Cameron, El 
Paso, and Webb counties, the percentage of extremely low income households was greater 
than the percentage of new units affordable to them. 

Unfortunately, not all these low income families are able to find state or federal assistance. 
According to the 1996 State of Texas Consolidated Plan, there are 7,000 people on the 
waiting list for public housing and 2, 184 on the waiting list for Section 8 vouchers in the 
city of El Paso. 14 

Together these trends suggest that the market has failed to provide an adequate supply of 
housing, specifically housing affordable to low income households. While poverty and 
population increased, building-in particular, affordable building-failed to keep up. As 
these poorer families were unable to find viable options in the established towns and cities 
of the border counties, they turned to the colonias for affordable options. 

The Colonias: A Source of Affordable Housing 

As Table 2 .1 previously noted, 21 percent of all households in the Texas border counties 
are paying unaffordable housing costs, compared to 18 percent of all households 
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statewide. Splitting the border counties into areas with colonias and areas without 
colonias, we find that 20 percent of households in areas with colonias face excessive 
housing costs, compared to 23 percent in areas without colonias. This is perhaps one 
indicator that colonias provide affordable housing for households facing high housing 
costs in the border area. 

When we isolate those households earning under $10,000 per year, Table 2.6 shows that a 
smaller percentage of households in the border counties face unaffordable housing costs 
compared to similar families statewide. While 67 percent of those across the state earning 
under $10,000 per year pay excessive housing costs, only 50 percent of households in the 
border counties bear a similar burden. This is in light of the fact that only 16 percent of 
households earn under $10,000 per year statewide, compared to 35 percent in the border 
counties. Looking at the border counties, the table shows that while 64 percent of 
households in the border county living in areas without colonias are paying unaffordable 
housing costs, only 48 percent in areas with colonias bear a similar burden. Again, this is 
in light of the fact that there is a smaller percentage of households earning under $10,000 
per year in areas without colonias than in areas with colonias. Together, these figures 
show that the colonias provide an affordable housing option, particularly for those with 
extremely low incomes. While a large percentage of extremely low income households in 
the border areas with colonias still bear excessive housing costs, colonias nonetheless 
seem to provide some relief. 

As Table 2.4 showed earlier, low income housing units are not always occupied by low 
income households. As mentioned, of all housing units affordable to households making 
30 percent or less ofHAMFI, only 33.7 percent are occupied by households in this income 
category. However, according to Table 2. 7, the level of housing mismatch is lower in the 
border counties where approximately 40 percent of housing units affordable to households 
with under 30 percent ofHAMFI are actually being occupied by households in this 
category. This higher housing match may be due to the ability of lower-income households 
to better find affordable housing in the colonias. 

The high level of ownership seen in the areas with colonias is another indicator that they 
provide an affordable option. Figure 2.4 shows that 62 percent of all occupied housing 
units in the border counties are owner occupied, higher than the 53 percent statewide. 
Seventy-eight percent of occupied housing units in border areas with colonias are owner 
occupied. This is an astounding figure considering that home ownership is generally not 
an option for low income households and that 43 percent of households in the areas with 
colonias live below the poverty level with an annual median family income of only 
$16,608. It is also in light of a decreasing national home ownership rate from a historic 
high of 65. 6 percent in 1980 to 64 .1 percent in 1991. Notably, the national home 
ownership rate for very low income families with children fell by almost one-third, from 39 
percent to 27 percent. For Hispanics the rate fell from 43 percent to 39 percent. 15 

Colonia residents are able to purchase a lot for around $3, 000 to $12, 000. These lots can 
be sold at such a low price because they often lack infrastructure such as water and 
wastewater, utility connections, paved streets, etc. By contrast, finished lots within the 
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incorporated border cities cost much more, with lots in Laredo and El Paso starting at 
$10,000 and often exceeding $20,000. Residents may put down a $100 downpayment and 
pay anywhere from $50 to $100 a month on a typical mortgage contract of 1 o years. 16 

Colonia residents are able to secure such affordable arrangements through a financing 
method known as a "contract for deed," which keeps ownership in the hand of the seller 
until the last payment is made. Although this method is highly exploitative of the buyer, as 
they pay high interest rates of 12 to 14 percent and build no equity in their property, it is 
likely the only way they would ever be able to purchase property. 17 Most colonia lot 
owners cannot go through conventional financing because they would never qualify for a 
loan due to low income levels, the low values of their homes, the lack of infrastructure, 
and the uninsurability of the property. 

While colonias may provide an answer to the affordability problem, they tend to do so at 
the expense of quality. The proliferation of colonias has lead to some of the worst 
housing conditions in the nation and are often likened to Third-World living conditions. 
The Housing Assistance Council estimates that residents of Texas border counties are 
three times more likely to live in substandard housing than households in either rural or 
urban areas nationwide. 18 

Most colonia homes are designed and built by the residents, who typically buy a plot of 
land from a developer and proceed in building as they are able to afford it. Under a 
contract for deed the owners have no equity in their property, therefore they are not able 
to take out loans against their property to build or make improvements. This means they 
must pay cash for materials. Often they use cheap or scavenged substandard materials, 
such as old bill-boards or tom down fences. It also means building room by room, piece 
by piece, over a period of time. 

Residents build their homes without the guidance of any professionals such as structural 
engineers, carpenters or masons. Thus, homes may lack a proper foundation, structural 
support, adequate roofing, etc. It also means colonia houses are generally not built to any 
sort of code or standard. While homes within incorporated areas must comply with model 
subdivision rules and building regulations, most colonias were not within any such 
jurisdiction when they were built. Yet, while not technically subject to building codes, 
colonia home owners limit their chance for any future home improvement loans by not 
building to code. 

Water, Wastewater, and Plumbing 

While the census does not ask questions regarding construction standards, it does ask 
several questions alluding to the quality of housing such as source of sewer and potable 
water, lack of plumbing or a complete kitchen, and degree of overcrowding. According to 
Figure 2.5, 65 percent of the households in areas with colonias-over three times the 
number statewide-do not have public sewage. Nineteen percent do not have public 
water, which is more than twice the number of households statewide. Figure 2.6 shows 
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that areas with colonias are ten times more likely than those statewide to lack 
comprehensive plumbing. 

TDHCA data indicates that of the households lacking complete plumbing and kitchen 
facilities, those making 30 percent or less ofHAMFI are disproportionately represented. 
According to Table 2.8, between 34 and 66 percent of households in the four profiled 
counties lacking complete plumbing and kitchen facilities are households earning less than 
30 percent of HAMFI. 

Overcrowding is another indicator of housing conditions. The U.S. Department of 
Housing and Urban Development defines overcrowding as having more than one person 
per room. According to Figure 2.8, 26 percent of colonia households are overcrowded. 
This is over three times the number of overcrowded households seeri statewide. This high 
level of overcrowding is not only a reflection of larger families, but also of multiple 
families living together out of economic necessity. 

Affordable Housing Alternatives 

Obviously, the complex economic situation of households along the border will not be 
improved by cheap housing alone. However, without the introduction of effective 
affordable housing programs, colonias will continue to grow, regardless of the passage of 
laws outlawing them. With a regional median household income of $15,998 and a poverty 
concentration of 38 percent, families along the border will be forced to find whatever 
accommodations they are able to afford. 

Housing Programs 

A review of border housing programs indicates that the majority focus on rehabilitation of 
existing housing or on providing loan and downpayment assistance. 19 While these types of 
programs are beneficial, in the long run, they do not prevent households from moving to 
the colonias for several reasons. Many times, the cost of rehabilitating these homes and 
bringing them up to code is much more expensive than buying a colonia lot and starting 
over. In addition, even if families receive downpayment assistance or loans, as was shown 
earlier, there simply is not an adequate supply of affordable housing units. The key then 
lies in programs which provide actual affordable housing units to these families. There are 
currently two programs in particular which may serve as models for this type of initiative. 

Community Development Corporation of Brownsville 

The Community Development Corporation of Brownsville (CDCB) has an innovative 
lease-purchase program that creates home ownership opportunities for families between 
50 and 80 percent of the area median income. To date, CDCB has built approximately 70 
safe and sanitary housing units on scattered site lots within Brownsville city limits and 
financed them through the lease-purchase program. Due to the growing demand for 
affordable housing and financing in the area, CDCB has begun construction of a 
subdivision comprising 225 single-family homes with water, wastewater, and electricity 
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hookups built underground. The program is partnered with Texas Commerce Mortgage 
Company, which is providing the financing for the loans; the Federal National Mortgage 
Association (Fannie Mae), which will buy the lease-purchase loans from the bank; the 
Greater Brownsville Community Development Corporation, which provided the funds for 
land acquisition and uses funds from the Federal Investment Partnerships Act to buy 
down the principal. In this way CDCB is able to finance construction and offer low 
downpayments and flexible financing. By using local contractors with whom they have 
year-to-year agreements, the homes can be built at a cost of$25 per square foot. This 
means that the sale price per house is around $53,000, or $485 per month after a $750 
downpayment, for buyers with median income. Families making less than the median may 
go through the reduced lease-purchase plan and are assured of not paying more than 33 
percent of their income towards housing costs. CDCB reported that because of a loan 
pardon program administered through HUD, most of these low income buyers will end up 
paying a reduced price of approximately $20,000 to $25,000 for their homes. The range 
of financing options makes the homes affordable to families making as little as $11,000 a 

20 year. 

McAllen Affordable Housing Project 

Another low income housing initiative, the McAllen Affordable Housing (McAH) project, 
has built an affordable housing community called Los Encinas with 246 finished lots 
costing $5,600 each. Low income families can purchase a lot with a $500 downpayment 
and pay an average of $153 per month. The principal on the lot is financed through 
McAH at a 5 percent interest rate. Once the balance on the lot reaches $2,500, buyers can 
qualify to have a home built by and financed through McAH. Using Community 
Development Block Grants (CDBG) and other federal funding, McAH is able to build 
homes for $28 per square foot. This means that the sale price per house is around 
$33,500, or $425 per month, which includes payment on principal, interest, taxes, 
insurance, and closing costs. The McAllen Affordable Housing project is able to provide 
houses affordable to people making about $12,000 a year. 21 

Texas Department of Housing and Community Affairs 

The 1990 Cranston-Gonzales National Affordable Housing Act requires Texas to set aside 
10 percent of its annual CDBG allocation for colonia related projects. In 1995, the Texas 
legislature allocated an additional 2.5 percent ofCDBG money to fund five self-help 
centers to be established in Cameron, Hidalgo, El Paso, Starr, and Webb counties. Thus, 
for fiscal year 1996-97 the TDHCA will direct approximately $11.25 million towards 
colonia initiatives. However, according to Larry Paul Manley, TDHCA executive
director, the majority of the $9 million set aside by Cranston-Gonzales is going towards 
infrastructure improvement, not construction.22 Through EDAP, the Texas Water 
Development Board can lay the structure for water and wastewater systems in existing 
colonias, but cannot hook-up individual houses. TDHCA, however, can use CDBG 
money to assist homeowners with this final step.23 Since 1991, TDHCA has spent 
approximately $103 million along the border. Roughly $47.8 million has been directed 
towards infrastructure improvements such as first-time water and sewer services, and 
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close to $54.8 million has been spent on housing services aimed at increasing the 
availability of rental housing and opportunities for home ownership.24 

While improving substandard conditions created by the lack of infrastructure is of dire 
importance, nearly half of the money spent by TD HCA over the past five years in the 
border area was not directed at the root of the colonia issue: the lack of affordable 
housing. Much as legislation has failed to address the fundamental cause of colonias, state 
funding may also be missing the mark. The costs of extending water and wastewater 
services, extending utility lines, paving roads, implementing flood control projects, and 
rehabilitating sub-standard housing surely exceeds the cost of providing options for 
affordable housing in the first place. 

Although these programs may still be out of reach for many families currently living in 
colonias, they still may provide options for families who might otherwise move to 
colonias. Furthermore, these programs are directly attacking the root of the problem 
driving families to the colonias: the lack of housing units that low income residents can 
afford. This type of cooperative effort between the private and public sectors to provide 
affordable housing units and livable communities is a definite investment in the future of 
the region. Funds spent preventing the flow of residents to the colonias will translate into 
substantial savings in utility installation later on. 

Initiatives such as the self-help centers are a definite step in the right direction. The 
centers will provide items such as tools, materials, blueprints and housing plans, services 
such as seminars on building techniques, and counseling on how to get low-interest loans. 
Enabling families to contribute towards solving their need for housing can dramatically cut 
costs and gives them the skills to build their homes right, reducing the proliferation of sub
standard housing. Such a program alone, however, will fail to meet the needs of border 
families. With the decline in federal housing funding the state will have to come up with 
additional creative methods for providing affordable options for border households. 

Other Housing Alternatives 

Another avenue which might be explored as a possible solution is manufactured housing. 
According to the Manufactured Housing Institute, owning a manufactured home is 
actually less expensive than renting a house or apartment. In 1990, the average 
manufactured home cost $27,800. By contrast, the average price of a new site-built house 
was $149,000 and $118,000 for an existing site-built house.25 While the price of site-built 
homes has increased 7.7 percent annually since 1980, manufactured home prices have 
increased only 3.8 percent.26 The median income of mobile-home households is $20,026, 
compared with $30,531 for other households.27 Thus, manufactured homes appear to 
provide an affordable option for lower-income families. 

Although the typical image of manufactured homes is one of aluminum mobile homes and 
trailer parks, reality is rapidly changing. Since federal regulations were adopted in 1977, 
the quality of manufactured homes has dramatically increased. 28 Manufactured homes are 
built in a variety of sizes and designs and few are moved once placed on their site. A 
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smvey of24,000 manufactured-home residents found that most planned to stay in their 
home indefinitely due to low maintenance, affordability and the efficient use of space. 29 

Successful manufactured home communities can be seen around the nation. In 1987, 
Vantage Glen, a community in King County, Washington, won the National Association 
of Housing and Redevelopment Officials' Innovative Housing Program Award.30 The 
development consists of 164 manufactured homes, 20 acres of natural open space and a 
3,500 square foot community center. The average monthly owner payments were 
approximately $350, which is affordable to a household earning $14,000 annually. 

One particular type of manufactured housing which might be explored is the modular 
home. Like other forms of manufactured housing, modular homes are more economical 
than conventional homes and are of higher quality than most of the self-built homes found 
in the valley. 31 Additionally, modular homes provide the flexibility of adding additional 
rooms and other structures to the homes as personal and financial circumstances allow. 

Home4Me, a modular housing corporation based in Connecticut, currently sells a basic 
225 square foot structure then provides mortgage-free financing with a type of savings 
account to be used for the purchase of additional rooms. 32 Although the cost of the unit, 
$10,000, must be paid up front, making it well beyond what is affordable to many 
households in the border region, the basic program offers several advantages to the border 
housing market. First, prefabricated housing is easy to assemble, allowing families to put 
the units together themselves, substantially cutting labor costs. Second, the innovative 
financing program provided by this company provides families with an incentive to 
continually save towards improving their home, and has no penalty for failing to pay into 
the savings account in a given month. 

One potential drawback of this program and other forms of manufactured housing is that 
additional modules to increase the size of the home or materials to make repairs are 
available only from the manufacturer. This makes it difficult for the residents to get 
materials quickly, may prove more costly, and could leave the homeowner in quite a 
quandary should the manufacturer go out of business. 

Nonetheless, it appears that there is an increased vigor in the manufactured-home industry. 
According to the Manufactured Housing Institute, mobile homes have accounted for 12 to 
14 percent of all new housing since the mid 1980s. 33 Perhaps the border region could 
receive double benefits from bringing the industry to the area by creating both an 
affordable housing option and jobs. 

The Future 

What does all this mean for the future? While the colonias may provide an affordable 
housing option for low income families along the border, they by no means solve the 
problem. As Table 2.1 illustrated, one out of five border households still face excessive 
housing costs. Additionally, while colonias have provided housing for low income 
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families, the Texas Legislature has enacted laws that stifle the growth of new colonias. 
Passed in 1995, House Bill 1001 forbids the sale of undeveloped lots. Developers must 
certify that the water quality and connections, sewer connections or septic tank, electric, 
and gas connections all meet minimum state standards. In addition, lots already purchased 
cannot be provided with new gas or electric services unless there are adequate water and 
sewer services. While the intentions of the bill are to prevent colonia residents from living 
in substandard conditions, H.B. 1001 has the potential of eliminating the only affordable 
option many low income border families have. 

Since H.B. 1001 restricts the creation of new colonias, the number of currently available 
colonia lots will eventually come to an end. However, population and the number of 
households needing affordable housing continue to grow steadily. Table 2.9 illustrates the 
population growth rates in the five most populous border counties-an area with over 85 
percent of the Texas border population. Most of the border counties' populations in 1994 
exceed their 1995 population projections. 

According to the U.S. Census, in 1990 there were 472,477 households in the EDAP 
counties. Among these households, 97,576 (21 percent) were paying unaffordable 
housing costs. Using three different scenarios or sets of assumptions, Table 2.10 projects 
the total number of households that will be paying unaffordable housing costs and the total 
number of people that will be living in these households in the years 2000 and 2010. 
Scenario 1 calculates growth assuming the number of households and households paying 
unaffordable housing costs increase proportionally with population. It further assumes 
that population growth will follow the Texas A&M projection scenario. This scenario 
assumes that the population growth rate due to both natural increase and migration seen 
between 1980 and 1990 will continue into the future. Given this assumption, in the year 
2000 there will be 623,669 households, 128,800 of which will be paying unaffordable 
housing costs. 

We expect the population of the border area to grow faster than it did during the 1980s. 
Scenario 2 assumes a larger annual growth rate of2.9 percent.34 From this we estimate 
that in 2000, there will be 630,284 households in the border area. Still assuming that the 
number of households paying unaffordable housing costs increases proportionally with 
population, there will be 130, 166 households paying excessive housing costs. With an 
average household size of 3.3 people, 429,548 people will live in households paying 
unaffordable housing costs. 

As we saw earlier in Table 2.3, however, from 1980 to 1990 the number of households 
paying unaffordable housing costs grew at a faster rate than the number of households. 
Specifically, it grew at a ratio of 1.25 households paying unaffordable costs to each new 
household. Scenario 3 thus assumes the larger growth rate of 2.9 percent and this 1.25 
ratio. Accordingly, in 2000, 162, 148 of the 630,284 households will incur excessive 
housing costs. Given an average household size of 3.3 persons, this means that 535,088 
people will live in households paying unaffordable housing costs. 
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We believe Scenario 3 represents the most likely picture for the future growth of 
households paying excessive housing costs in the Texas border area. Population is likely 
to increase more rapidly than in the past decade, increasing demand for an already limited 
supply of affordable housing. Neither is there any indication that housing will become 
more affordable in the future. 

While the colonias are increasingly receiving more attention, it appears that most action is 
going towards eliminating their presence rather than eliminating the reason for their 
presence: lack of affordable housing. Most large scale funding is directed towards water, 
wastewater and other such infrastructure projects. While it is important to eradicate the 
conditions that lack of such infrastructure has created, it is equally as important to address 
the circumstances which enabled such an environment to develop in the first place. 
Federal, state, local, non-profit, and for-profit entities must work together to increase the 
availability of affordable housing. While the sub-standard conditions of existing colonias 
must be attended to, efforts must also be directed towards providing affordable housing 
options in established cities and towns so that low income families are not forced to tum 
to colonias in the future. 
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Chapter Tables 

Table 2.1 
Households Paying Unaffordable Housing Costs 

Households Percentage of 
paying households paying 

Total occupied unaffordable unaffordable 
housing units housing costs housing costs 

Border areas with colonias 109,528 21,613 20 
Border areas without colonias 362,949 82,729 23 
All border area counties 472,477 97,576 21 
Statewide 6,070,937 1,072,517 18 

Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Table 2.2 
Households Paying Unaffordable Costs, 1980-1990 

1980 1990 
Percentage of Percentage of 

Total Households households Total Households households 
occupied paying paying occupied paying paying 
housing unaffordable unaffordable housing unaffordable unaffordable 
units housing costs housing costs units housing costs housing costs 

Cameron 48,360 9,548 20 62,658 13,580 22 
El Paso 128,071 24,935 19 164,557 30,609 19 
Hidalgo 60,338 11,232 19 86,012 18,736 22 
Webb 21,692 4,264 20 30,276 7,540 25 
Total 258,461 49,979 19 343,503 70,465 21 

Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Table 2.3 
Growth in Households Paying Unaffordable Housing Costs, 1980-1990 

Growth in 
households Growth in 

Growth in paying households paying 
Growth in occupied occupied housing unaffordable unaffordable 
housing units units{%} housing costs housing costs{%} 

Cameron 14,298 30 4,032 42 
El Paso 36,486 28 5,674 23 
Hidalgo 25,674 43 7,504 67 
Webb 8,584 40 3,276 77 
Total 85,042 33 20,486 41 

Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Table 2.4 
Occupied Housing Units by Income Group of Occupant, 1990 

Occupant income range 
Type of Unit Below 30 % 31-50% 51-80 % Above80% 

Affordable to 0- 30% HAMFI* 33.7 18.9 19.2 28.2 
Affordable to 31-50% HAMFI 20.4 18.8 23 .9 36.9 
Affordable to 51-80% HAMFI 9.9 10.6 19.5 60.0 
Affordable to over 80% HAMFI 4.2 4.0 8.0 83 .9 

*HUD Adjusted Median Family Income 

Source: Texas Department of Housing and Community Affairs, 1996 State of Texas Consolidated Plan 
(Austin, Texas, 1995) 
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Table 2.5 
Occupied Housing Units Built Between 1980 and 1990 

Affordable to Households Making Under 30o/o of HAMFI 

Number of units Percentage of units 
affordable to affordable to Percentage of 
households making households making households 

Number of under30% under30% making under 
units built HAM FI HAM FI 30%HAMFI 

Cameron 22,220 3,721 16 20 
El Paso 44,936 4,262 9 13 
Hidalgo 39,854 10,125 25 22 
Webb 11,877 1,932 16 20 

Source: Texas Department of Housing and Community Affairs, 1996 State of Texas Consolidated Plan 
(Austin, Texas, 1995) 

Table 2.6 
Households Earning Under $10,000 Paying Unaffordable Housing Costs 

Renter households 
Border areas with colonias 
Border areas without colonias 
All border area counties 
Statewide 

Owner households 
Border areas with colonias 
Border areas without colonias 
All border area counties 
Statewide 

All households 
Border areas with colonias 
Border areas without colonias 
All border area counties 
Statewide 

Households Households 
paying earning 
unaffordable under $10,000 
housing costs(%) (%) 

37 
33 
33 
25 

15 

16 
14 

13 

20 
23 
21 
18 

47 
37 
46 
24 

28 
20 
29 
11 

32 
26 
35 
16 

Households earning 
under $10,000 
paying unaffordable 
housing costs (%) 

71 
77 
66 
81 

37 
50 
36 
49 

48 
64 
50 
67 

Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Table 2.7 
Occupied Affordable Housing Units 

With Occupants Making Under 30°/o HAMFI 

Cameron 

El Paso 

Hidalgo 

Webb 

40.4% 

40.4% 

39.2% 

40.5% 

Source: Texas Department of Housing and Community Affairs, 1996 State of Texas Consolidated Plan 
(Austin, Texas, 1995) 

Table 2.8 
Housing Units Lacking Complete Plumbing and Kitchen Facilities 

Incomes Under Percent of 
All Incomes 30% ofHAMFI Total 

Cameron 3,330 1,629 48.9 
El Paso 3,823 1,314 34.4 
Hidalgo 7,420 4,857 65.5 
Webb 1,502 613 40.8 

Source: Texas Department of Housing and Community Affairs, 1996 State of Texas Consolidated Plan 
(Austin, Texas, 1995) 

Table 2.9 
Current and Projected Population by County, 1980-1995 

1995 Projections 

Natural Growth rate 
1994 growth rate based on 1980-

1980 1990 (Estimated) scenario 1990 
Cameron 209,727 260,120 299,584 285,236 296,287 
El Paso 479,899 591,610 664,800 648,936 681 ,183 
Hidalgo 283,323 383,545 461,015 427,006 461,446 
Starr 26,266 40,518 49,531 45,509 51,053 
Webb 99,258 133,239 163,062 149,134 158,360 
All border counties 1,101,453 1,411,022 1,921 ,722 1,835,503 1,927,936 

Source: U.S. Census, 1990; Projections of the Population of Texas and Counties by Age, Sex, and 
Race/Ethnicity for 1990-2030, Population Estimates and Projections Program, Texas State Data Center, 
Department of Rural Sociology, (Texas A&M University, 1992) 
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Table 2.10 
Households Paying Unaffordable Housing Costs in the Border EDAP 

Counties, Projections for 2000 and 2010 
1990 2000 

Scenario 1: (Low) 

Households increase proportionately with population based on 

Texas A&M scenario 1.0 

Total households 472,477 623,669 
Total households paying 

unaffordable housing costs 97,576 128,800 
Total people paying 

unaffordable housing costs 322,001 425,040 

Scenario 2: (Medium} 

Households increase at an average growth rate of2.9% 

Total households 472,477 630,284 
Total households paying 

unaffordable housing costs 97,576 130,166 
Total people paying 

unaffordable housing costs 322,001 429,548 

Scenario 3: <High} 

Households increase at an average annual growth rate of 2. 9% with a 

2010 

804,533 

166,152 

548,302 

840,799 

174,007 

574,223 

1.2457 growth ratio of households paying unaffordable housing costs to households 

Total households 472,477 630,284 840,799 

Total households paying 
unaffordable housing costs 97,576 162,148 216,760 

Total people paying 
unaffordable housing costs 322,001 535,088 715,308 

Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Chapter Figures 

Definitions for Categories Used in Figures 

Border areas with colonias All Block Groups in the Economically Distressed 
Areas Programs (EDAP) border counties 
containing colonia blocks. 

Border areas without colonias 

Other urban areas 

Other rural areas 

State totals 

All Block Groups in the EDAP border counties that 
do not contain colonia blocks. 

All areas of Texas outside the EDAP border counties 
that are Metropolitan Statistical Areas (MSAs). 

All areas in Texas outside the EDAP border counties 
that are not MSAs. 

All areas of Texas. 

Figure 2.1 
Percentage of Persons Below Poverty Level, 1989 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 2.2 
Population Growth Rate, 1990-1995 
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Series of State and County Population Estimates and Components of Population Change: 1990-1995 
(Washington, D.C.,March 8, 1996) 
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Figure 2.3 
Age of Housing Stock by Year Built 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 2.4 
Percentage of Housing (Occupied & Vacant) Units by Type, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 2.5 
Percentage of Housing Units with Public Sewage System, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Figure 2.6 
Percentage of Housing Units Without Complete Plumbing, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 2.7 
Percentage of Households Living in Crowded Housing Units, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Chapter 3. Demographics, Housing Characteristics, and 
Living Conditions 

This chapter uses 1990 census data to provide a vivid picture of the living conditions and 
characteristics of people in colonia areas. Colonia area conditions are compared to other 
areas of the state to show the relative status in demographics, education, poverty, housing 
characteristics, and more. The analysis done here is unique and provides the first view of 
this kind of the colonias. 

Data from the U.S. Bureau of the Census provide the most comprehensive means to 
determine the population and housing characteristics of colonias, but there are many 
potential problems. The accuracy of census data overall and for the colonias in particular 
is equivocal. While the 1990 census did have a significant undercount, one analysis 
showed that the census was the most complete enumeration of colonia housing units out 
of five separately conducted counts. 1 Another potential problem lies in the fact that 
colonia boundaries generally do not coincide with the boundaries of census geographic 
areas; that is, blocks, block groups, census tracts, and so forth. The analysis used for this 
research used the Texas Water Development Board's 1992 colonia data base and maps to 
identify the census block and block groups where colonias could be found.2 The detailed 
social and economic information that is of greatest interest is available only at the block 
group or larger levels of census geography. Typically, block groups would have a greater 
area than the colonia or colonias contained within them and some data on the population 
and housing outside the colonias is included. 

The analysis we conducted at the block group level is similar to that done by the Texas 
Attorney General's office.3 The Attorney General's study identified the block groups that 
contained colonias in Hidalgo County, analyzed their characteristics and then assessed the 
potential error that could be introduced by mixing the data for block group residents not 
living in colonias with the colonia residents within the block group. Their analysis shows 
that this is not a major source of error. 

Our analysis extends Hidalgo County and includes all of the colonias on the Texas-Mexico 
border identified in the Texas Water Development Board's 1992 data base that could be 
matched with 1990 census block groups. We were able to place more than 96 percent, or 
1206, of all the colonias identified in 236 block groups in 21 border counties. In addition 
to this Geographic Information System (GIS) based analysis of census data, we used data 
from census publications and other sources. We also relied heavily on data from the 
Texas Water Development Board and are grateful for their assistance. Definitions of the 
comparison areas used in the figures in this chapter are defined on page 49. 
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Demographics of Colonia Areas 

Since the 1930s, the population on both sides of the border has typically experienced rates 
of growth higher than national averages. 4 In the last 10 to 20 years the population of the 
border region has grown at an astonishing rate. According to the 1990 census, more than 
68 percent of all homes in colonia areas were built between 1970 and 1990 while only 56 
percent were built in the same 20-year period for the state as a whole. More than 40 
percent of the homes in colonias areas were built between 1980 and 1990. By contrast, in 
the decades before 1970, fewer housing units were built in colonias than in other regions 
of the state. 

New industry along the border, the devaluation of the peso in Mexico, and the low cost of 
living in colonias have been the impetus for people on both sides of the border to move 
into the area looking for work and affordable housing. In 1965, the Border 
Industrialization Program was established to promote business in Mexico. Between 1,800 
and 2,000 maquiladora plants were built. This increase in employment opportunities drew 
people from both Mexican and U.S. sides of the border. Further, in December of 1994, 
the peso was devalued and resulted in an inflation rate greater than 50 percent. At the 
same time, the cost ofliving in U.S . cities increased. This too caused an influx of people to 
the border region. Unfortunately, border communities do not have the infrastructure to 
accommodate rapid population increase. The result has been very poor living conditions 
for many border residents. 

Citizenship, Ethnicity, and Families 

Fully 85 percent of all census respondents in colonia area block groups reported being 
U.S. citizens (see Figure 3 .1). This contradicts commonly held perceptions that most 
colonia residents are illegal aliens, although there is certainly a portion of the population 
that has gone uncounted by the census and could consist of both legal and illegal residents. 
Compared to the state as a whole a large percentage of colonia area residents are foreign 
born (approximately 22 percent in colonia areas compared to less than 1 percent for the 
state as a whole). As Table 3.1 shows, the largest portion of foreign born residents 
entered the United States during the 1980s. Many of the border area residents have close 
ties with Mexico and spend time in both countries. 5 

U.S. Census data show that 82 percent of colonia area residents are Hispanic compared to 
25 percent in the state as a whole. In over 27 percent of all households in colonia areas 
there is no member of the household over 14 years who is proficient in English (see Figure 
3.2). This form oflinguistic isolation can make it difficult for families to obtain public 
assistance, housing, health care, and employment. It can also be an impediment in a 
variety of other business dealings. 

Hispanic families are more likely than other ethnic groups to have two parents who are 
married, with a mother who does not work.6 Children of single-parent families often have 
lower incomes, less supervision and parental involvement, and more residential mobility. 7 

Families in colonia areas tend to have more residential stability. There are 6.6 percent 
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female-headed households in the colonia areas as compared to over 15 percent in most 
other areas of the state (see Figure 3.3). Most of the female-headed households are 
women living alone (93 percent). 

There is a large population of children in the colonias: over 36 percent of the population is 
under 17 years of age (see Figure 3.4). This too is larger than other parts of the state, yet 
the proportion of adults 65 years and over is slightly smaller (9. 7 percent in colonias and 
10.1 percent statewide). Other rural areas of the state outside the border had a much 
higher proportion of adults over 65 years (17 percent). 

Education 

Lack of education is a significant problem for people living in colonia areas. Particularly 
in colonias, education of older children can become secondary to acquiring the basic 
necessities oflife. Many teens, however, see education as the only way to break the cycle 
of poverty. 8 

Other barriers to good education have to do with the children directly. They include: 

• children who are malnourished; 

• children who cannot get to school because the roads are too muddy after a rain; 

• children who do not even have shoes to wear to school; 

• children who live in homes where English is not the primary language; and 

• children who are away from home a good part of the year because their parents are 
migrant farmers. 9 

In addition, there ae relatively few qualified teachers in the colonia areas; recruitment has 
been difficult. 

The drop out rate in colonia areas is very high compared to other regions. However, 
fewer children are dropping out of school before the 9th grade than in previous years. 
Only 12 percent of all 18 to 24 year olds in colonia areas attained less than a 9th grade 
education compared to over 42 percent in the 25 and over age range (see Figure 3.5). 
More than 46 percent of 18 to 24 year olds are considered by the census to be drop outs, 
although presumably some could still get a GED (see Figure 3.6). For residents over 25 
years, the drop out rate is much higher. In colonia areas an astonishing 56 percent of 
adults over 25 have dropped out of school. 

Employment 

Of colonia residents that do work, most are in agriculture, retail trade, and professional 
health and education. Service and agricultural occupations are less likely to provide 
workers with a living wage and consistent employment. Table 3 .2 gives the percentages 

39 



of census respondents 16 years and over and their occupational category. With the advent 
of the North American Free Trade Agreement (NAFTA), it will be increasingly important 
for workers in the region to acquire better job skills. More jobs will become available in 
technical and service fields and less in agriculture, manufacturing, and retail. Work force 
improvements depend upon better basic education in addition to specific skills 
development. 10 

The unemployment rate since 1980 among colonia area residents has been consistently 
about twice that at the state level. 11 In 1990, the unemployment rate for colonia area 
males in the labor force was 14 percent while the rate for all males in the state was 6.9 
percent (see Figure 3.1). Interestingly, the unemployment rate among females is quite low 
at .1 percent. This is compared to .5 percent at the state level. However, in colonia areas, 
only 43 percent of females 16 years and older and 68 percent of males 16 years and older 
are considered to be "in the labor force," that is, either working or actively looking for 
work. Many of the rest of colonia area adults are considered discouraged workers because 
they have given up looking for employment. At the state level more people report being 
part of the labor force (56 percent of females and 76 percent of males). 

Poverty and Public Assistance 

Poverty is a key factor contributing to colonia problems with poor education, physical and 
mental health, housing and living conditions. Colonia area residents face conditions of 
extreme poverty with almost 43 percent of all residents falling below the poverty level as 
defined by the U.S. Census (see Figure 3.8).12 According to this analysis of the 1990 
census, the median household income was $16,608 in the colonia areas. This means that 
half of all household incomes fall below $16,608. The colonia median income is $10,000 
less than the median income for the state of Texas as a whole and $4,000 less than that in 
rural areas in other parts of the state. 

High rates of poverty make people vulnerable to a variety of risks. Health risks and 
emotional stresses can prevent optimal development of children. Poverty is linked to a 
high incidence of inadequate prenatal care, low birth-weight babies, early childbearing, and 
a higher incidence of infant and child death. It is also associated with learning disabilities 
leading to low educational attainment, unemployment, and crime. 13 All of these risk 
factors are complicated by the fact that social services such as health care are extremely 
limited in colonia areas. 14 

Although 43 percent of colonia area residents lived in poverty in 1989, only about 17 
percent of residents received public assistance income (see Figure 3.9). About 39 percent 
of all those living in poverty received public assistance income. The proportion of people 
in poverty in colonia areas receiving public assistance does not significantly differ from 
either other rural areas, urban areas, or the state as a whole. Interestingly, the highest 
portion of Texans in poverty receiving public assistance live in the block groups that do 
not have colonias but are in the same counties as the colonias. In these areas, 48 percent 
of those living in poverty received public assistance in 1989. 
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Although income levels in the colonias are extremely low, the cost of living is also 
relatively low. Many people move to the colonias because they cannot find affordable 
housing in the city. Figure 3 .10 makes clear that there is a higher proportion of very poor 
people in the colonias than in other parts of the state. Over 28 percent of all residents 
have incomes less than $10, 000 per year. 

However, of those households with income less than $10,000 per year, only 37.5 percent 
of colonia area residents are paying unaffordable housing costs as compared to nearly 50 
percent in the state as a whole (see Figure 3.11). 15 Colonia areas showed a slightly lower 
proportion of the population paying unaffordable housing costs than other rural areas. 
Colonias do provide affordable housing for people with low incomes. 

Renters are even more likely than owners to have very low incomes. Almost 4 7 percent of 
all renters in colonia areas have incomes ofless than $10,000 per year (see Figure 3.10). 
Even though a large percent (71 percent) of these renters are paying unaffordable housing 
costs, this is still less than in many other parts of the state. 

Housing Characteristics 

Colonia area residents are more likely to own their homes and they tend to own them over 
a long period of time. Colonia areas had the highest percentage of home owners and the 
lowest percentage of renters of all groups analyzed (see Figure 3.12). The relatively large 
percentage of vacant homes in colonia areas could reflect the fact that many colonia 
residents are migrant workers who may not have been present at the time the census was 
taken in April. 

As Figure 3 .13 and Figure 3 .14 show, a higher proportion of colonia area residents over 
age 5 were living in the same houses as they were five years earlier (63 .8 percent). 
Similarly, more had lived in the same county for five years (85.6 percent) than in the 
comparison groups. 

While most colonias developed during the 1970s and 1980s, some colonias are much 
older, with some dating back to the early 1900s and earlier. Even over this span of time 
colonia area residents display more residential stability than urban residents and the state 
as a whole. Figure 3 .15 shows that 8. 7 percent of colonia area housing units in 1990 were 
inhabited by the same tenants as were living there in 1959. 

Housing and Living Conditions 

Housing in colonias is poorly constructed and often lacks basic facilities such as potable 
water, sewage removal, electricity, garbage collection, and paved streets. Until recently, 
people could manage housing costs in the colonias with very low household incomes 
because there were less restrictive zoning, building, and land use regulations in these non
incorporated areas. New legislation that mandates upgrades in infrastructure, such as 
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plumbing and sewage removal, could significantly change the affordability of colonia 
housing. 

The lack of basic infrastructure has created many conditions that are unhealthy and 
dangerous. Twenty-six percent of all occupied housing units are considered to be 
crowded, with more than one person per room (see Figure 3.16). Colonias also have the 
highest number of people per household of all comparison groups (average of3.6 people 
per household) . In colonia areas about half of all owner- and renter-occupied housing 
units have four or more residents compared to 25 percent in the state as a whole. Nearly 
half of owner-occupied housing in colonia areas had four or more people per home 
compared to 31 percent for the state as a whole. Nine percent of colonia households had 
seven or more pople--much higher than elsewhere in the state (see Figure 3.17). 

More than half of these overcrowded units were also lacking hot and cold piped water, a 
flush toilet, and/or a bathtub or shower. Additionally, of all occupied colonia housing 
units, 21 percent had no telephone, over 6 percent had no complete kitchen, and almost 10 
percent had no vehicle (see the Appendix for more charts depicting housing conditions). 
More than half of those in crowded conditions also do not have complete plumbing (see 
Figure 3.18). · 

Water 

In many colonia areas, potable water is one of the most precious and difficult to obtain 
necessities. Along the U.S.-Mexican border rapid population growth, industrial 
development, and extreme poverty have caused serious water and air pollution problems. 
Many colonias are located in desert-like areas where water is scarce and rapidly becoming 
depleted. For instance, population growth is contributing to the diminishment of the 
aquifer that serves the El Paso area. Some analysts estimate that this aquifer may run out 
of water within the next 30 years.16 

Air and water pollution along the border is a international problem with both countries 
acting as pollution sources and victims of pollution. It has been estimated that the 
investment would be $6-8 billion over the next ten years to create the necessary 
environmental infrastructure, including water, wastewater, solid waste (i.e., landfills), and 
hazardous waste projects on both sides of the border. 17 

The North American Development Bank (NADBank) was created to help augment 
existing financing programs by financing projects approved by the Border Environmental 
Conservation Commission (BECC). However, one problem associated with providing 
water and other utility services in colonia areas has been finding political subdivisions that 
are willing to sponsor the projects. Creating public/private partnerships to administer the 
projects has also been difficult. 

When water is scarce and/or polluted, as it often is along the border, health problems such 
as hepatitis, gastroenteritis, polio, cholera, and chronic or acute poisoning effects can 
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greatly increase. 18 Most colonia communities are not part of a city and many do not have 
access to public water delivery systems. Figure 3 .19 shows that colonia area residents are 
less likely to have water delivered by a public or private system than most other areas of 
the state. Nearly 20 percent of all colonia area residents must rely on groundwater or 
hauled water for domestic use. 

Wells are the second most frequently used method for obtaining water. Drilled wells are 
considered safer than dug wells because they can be drilled deeper into the ground. 
Shallow wells have more problems with sewage and pesticide run-off contamination. 
Water from deeper wells is less dangerous, but many people in the colonia areas cannot 
afford to dig deep wells. As Figure 3.20 and Figure 3.21 show, more than 14 percent of 
colonia area households have drilled wells and 2 percent have dug wells. 

Figure 3 .22 shows that colonia areas have more households without public or privately 
provided water or wells of any kind. This is a higher portion of the households than in 
other parts of the state. Two percent of colonia area households must bring in bottled 
water or drive for miles to obtain water from public spigots. Many residents, either out of 
convenience or necessity, swim, bathe, or draw drinking water from contaminated 
irrigation or drainage ditches near the developments. 19 

Sewage/Wastewater Removal 

Lack of water drainage and sewage removal contributes to serious health problems in 
colonia areas. Children are particularly at risk of intestinal infections and serious disease 
when they play in standing water contaminated with sewage. According to the Texas 
Rural Water Quality Network Project: 

Shallow water tables help carry pathogens to low areas where ponding occurs and 
children play. Flooding then brings the fecal wastes out of the privies and into the 
streets. As a result, many of these areas suffer disease problems that more closely 
resemble Third World conditions than those of the rest of contemporary rural 
Texas. The health-related problems are not confined to the population within the 
colonias, however, because the children-who are the most vulnerable and most 
common victims of this environmental hazard-share their infections with school 
children from other neighborhoods. 20 

Colonia area residents are much less likely than others to use public sewage disposal 
methods and more likely to use either septic tanks, cesspools, privies, or have no method 
at all. The majority of these on-site disposal systems are poorly constructed and 
maintained, and are in violation of state health standards. The rising cost of conventional 
water and wastewater utility systems is a barrier. More creative and non-traditional 
technologies may provide more cost effective alternatives. Such alternative systems 
include lagoon systems, pressurized collection systems, clustered septic systems with a 
common drain field or evaporation field, or enclosed pit latrines with trucks to haul the 
sewage to the nearest regional treatment plant. The approach used should be tailored to 
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the environmental and economic conditions of the community. A step-wise approach, 
starting with inexpensive labor intensive methods and gradually moving to more expensive 
yet more permanent solutions can bring dramatic improvements to the health of colonia 
residents.21 Figure 3.23 shows the various methods used to dispose of sewage and the 
proportions of each used in various parts of the state. 

Only 35 percent of homes in colonias have public sewage removal (see Figure 3.24). A 
public sewer may be operated by a government body or by a private organization. Septic 
tanks or cesspools make up over 59 percent of disposal methods (see Figure 3.25). A 
housing unit is considered to be connected to a septic tank or cesspool when the unit is 
provided with an underground pit or tank for sewage disposal. Six percent of colonia 
households use some other method, besides the ones discussed thus far, to dispose of their 
sewage (see Figure 3.26). These are the households that are particularly susceptible to 
ground water pollution and health risks. 

Traditionally, sewage and wastewater treatment has been a centralized system in which 
sewage is pumped for miles to a large treatment plant. An alternative that makes more 
sense for many colonia areas is the creation of smaller wastewater plants that treat water, 
but also reclaim it for use in irrigation. Carlos de la Parra, an engineer from Tijuana, has 
successfully developed a small wastewater plant that treats wastewater for cityscape 
irrigation. 22 Smaller systems for sewage and wastewater treatment are cost-effective and 
more practical for isolated border areas where incomes are low.23 

Methods of Heating 

The census asked which fuel is used most for heating the house or apartment. Many of 
the methods are problematic for colonia residents. For instance, bottled, tank, or liquid 
propane (LP) gas is sometimes obtained more cheaply in Mexico (see Figure 3.27). The 
containers are sometimes substandard and lead to leaking or explosions. 

Utility gas is one of the more economical methods of heating a home. However, only 23 
percent of colonia area residents use this method compared to 50 percent in the state as a 
whole. 

Electricity is more expensive than gas to use as a heating fuel, however many colonia 
residents obtain electric services before other forms of utilities. More than 35 percent of 
colonia area residents use electricity to heat their homes. A small portion of households 
(0.8 percent) have no heating fuel at all. 

Conclusion 

This chapter has tried to present the best data available to describe the demographic make
up and living conditions of colonia area residents. It has used comparisons with other 
parts of the state to draw attention to the differences between life in the colonia areas and 
elsewhere in the state. It is obvious from this data that colonia area residents endure a 
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variety of hardships including extreme poverty, lack of education, and unemployment. 
Much of the housing is substandard and dangerous and the lack of basic infrastructure in 
many cases parallels that of Third World nations. 

Colonia areas have the highest proportion of children of all areas in the state. Colonia 
children need to have better access to adequate health care and educational services. Only 
when these basic needs are met can these children begin to break the cycle of poverty. 
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Chapter Tables 

Table 3.1 
Percentage of Foreign-Born Colonia Area Residents 

by Year of Entry into the U.S. 

Before 1950 9.4 

1950s IO.I 

1960s 13 .5 

1970s 31.7 

1980s 35.2 

Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Table 3.2 
Percentage of Colonia Area Residents in Industry Categories 

Colonias Texas 
Agriculture 12.7 2.8 

Retail trade 16.4 17.4 

Personal service 3.3 3.4 

Manufacturing 11.5 14.4 

Construction 7.5 6.7 

Personal Services 4.8 5.5 

Professional, health, education, and other 22 24 

Other industry 22 27.2 

Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

47 



48 



-= ~ 
~ 
I. 
~ 
~ 

Chapter Figures 

Definitions for Categories Used in Figures 

Border areas with colonias All Block Groups in the Economically Distressed 
Areas Programs (EDAP) border counties 
containing colonia blocks. 

Border areas without colonias 

Other urban areas 

Other rural areas 

State totals 

All Block Groups in the EDAP border counties that 
do not contain colonia blocks. 

All areas of Texas outside the EDAP border counties 
that are Metropolitan Statistical Areas (MSAs). 

All areas in Texas outside the EDAP border counties 
that are not MSAs. 

All areas of Texas. 

Figure 3.1 
Percentage of U.S. Citizens by Region, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 3.2 
Percentage of Households Speaking Primarily Spanish, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 

Texas Summary, Tape File 3A on CD-ROM (Washington, D.C. , November, 1992) 

Figure 3.3 
Percentage of Households Headed by Females, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 

Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 3.4 
State Population by Age Groups, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 3.5 
Percentage of Residents by Age Group 

with Less Than a Ninth Grade Education, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Figure 3.6 
Percentage of Residents by Age Group 

with Less Than a Twelfth Grade Education, 1990 

70 

60 56 

50 -= 40 ~ 
C.I -30 ~ 
~ 

20 

10 

0 
Border Border Other Other State 
areas areas urban rural totals 
with without areas areas 

colonias colonias 

•Ages 18 to 24 CJ Age 25 and older 

Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 3.7 
Unemployment Rate of Males in the Labor Force, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Figure 3.8 
Percentage of Persons below Poverty Level, 1989 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 3.9 
Percentage of Households with Income from Public Assistance, 1989 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Figure 3.10 
Percentage of Households with Income under $10,000, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 3.11 
Percentage of Households with Income under $10,000 Paying 

Unaffordable Housing Costs, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 3.12 
Percentage of Housing by Occupancy Type and Vacancy Units, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 3.13 
Percentage of Housing Units Inhabited 

by Same Tenant in 1985 and 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 3.14 
Percentage of Residents Living in the Same County 

in the Years 1985 and 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C. , November, 1992) 
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Figure 3.15 
Percentage of Housing Units Inhabited by Same Tenant Since 

1959 or Earlier 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 

Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Figure 3.16 
Percentage of Households Living in Crowded Housing Units, 1990 

40 

30 26.0 ---~ 
20 (,J 

lo. 
~ 
~ 

10 

0 
Border Border Other Other State 
areas areas urban rural totals 
with without areas areas 

colonias colonias 

Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
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Figure 3.17 
Percentage of Occupied Housing Units with Seven 

or More Persons per Unit, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Figure 3.18 
Percentage of Crowded Housing without Complete Plumbing, 1990 
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Figure 3.19 
Percentage of Housing Units with Public System 

or Private Company Water Supply, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 

Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Figure 3.20 
Percentage of Housing Units with Drilled Water Well, 1990 
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Figure 3.21 
Percentage of Housing Units with Dug Water Well, 1990 
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Figure 3.22 
Percentage of Housing Units with Water Source 

Other Than Public, Private, or Well, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 3.23 
Sewage Disposal by Type, 1990 
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Figure 3.24 
Percentage of Housing Units with Public Sewage System, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Figure 3.25 
Percentage of Housing Units with a Septic Tank or Cesspool, 1990 

100 

80 

.... 59.1 

= 60 
~ 
CJ -~ 40 ~ 

20 

0 
Border Border Other Other State 
areas areas urban rural totals 
with without areas areas 

colonias colonias 

Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure 3.26 
Percentage of Housing Units with Other Waste Disposal Means, 1990 
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Figure 3.27 
Type of Heating Used by Households, 1990 
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Chapter 4. Legislation and Programs Affecting Colonias 

This chapter will discuss state legislation regarding colonias and the programs that have 
resulted from various measures. 1 A historical outline of relevant legislation will be 
presented, followed by a detailed analysis of state programs, goals, and achievements. 

Legislation 

Land use regulations have played a major role in the development of Texas colonias. 
They have allowed developers opportunities to meet housing demand with substandard 
housing, and the lack of enforcement of subdivision ordinances have allowed some 
developers to take advantage of colonia residents. 

Historically, subdivision legislation pertaining to Texas cities has been the major land use 
law affecting the development of colonias. In 1927, the Texas Legislature passed laws 
enabling local governments to enact zoning and subdivision rules over private land. 
Regulation differs between counties and municipalities. Under the Texas local 
government code Chapter 242, to plat land in a municipalities' extraterritorial jurisdiction 
(ETJ), the plat must be approved by both the municipality and county before it can be filed 
with the county clerk. A plat is a "map, chart, survey, plan, or replat containing a 
description of the subdivided land with ties to permanent landmarks or monuments. "2 

Thus, both the city and the county have some control of the growth in these particular 
areas. Further subdivision authority is given to municipalities under subchapter A of 
Chapter 212 and other statues. A municipality may not regulate subdivisions or approve 
the filing of plats in an unincorporated area. 3 

The county subdivision regulations are similar to the municipalities with only one 
exception. County subdivision regulations "do not apply to an owner of a tract of land 
that is wholly located in a municipality of 5,000 or less; divided into parts larger than 2.5 

b f . aft ,,4 acres; or a uts any part o an airer runway. 

Lax regulation and enforcement in the counties have allowed development of substandard 
housing along the border. While municipalities may require right-of-ways, adequate water 
and sewer etc., counties have had no such authority. The following are five major reasons 
why colonias have been able to develop without adequate water and waste water facilities : 

• There was not any legislation regarding the subdivision of unincorporated land outside 
the ETJ of a municipality. 

• Counties were given very limited subdivision regulatory authority and were lax in 
enforcing the little subdivision regulations that existed. 
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• Developers could sell lots by the metes and bounds description without mentioning 
that a subdivision has occurred, and thus avoid meeting subdivision regulations. 

• There is no penalty or the penalty was not enforced for the developer who subdivided 
a parcel of land and did not file a plat with the county clerk. 

• The authority to require standard provisions of utilities, minimum lot size, etc., lies in 
the municipalities and not in the counties. Thus if a developer wishes to plat a piece of 
land in an unincorporated area, he does not have to provide water and waste water 
infrastructure to residents. A county clerk cannot withhold the approval of a plat if 
sufficient right-of-way for streets is not provided. 

These problems of land use have been studied for quite some time in Texas. In 1972, the 
Texas Advisory Commission on Intergovernmental Relations issued a report on land use 
practices in unincorporated areas. The study found that "stable land use practices have 
not prevailed in unincorporated areas, particularly near Texas' larger cities."5 The report 
found that the areas lacked sewage facilities, water systems (cisterns are used to trap rain 
water), and paved streets. In addition, the report concluded that residential structures 
were not built to any standards and were obvious fire hazards. 

Water Provisions 

In May 1989, Texas amended the State Water Code to provide financial assistance for 
water supply and sewage disposal projects. Senate Bill 2 provided $30 million for general 
appropriations and authorized the issuance of $100 million in bonds to fund water and 
sewer loans and grants to counties with "economically distressed areas."6 Texas voters 
approved this amendment to the constitution in November 1989. In this program, the 
state government receives loans at low interest and local governments and nonprofit water 
companies use the proceeds for water and wastewater infrastructure. This legislation 
authorized counties to require the provision of adequate water and sewer services to 
unincorporated subdivisions by the developers of those subdivisions. It also developed 
model rules for counties and other political subdivisions along the border to be eligible for 
financial assistance from the Economically Distressed Area Program (EDAP).7 These 
model rules required that a developer who was subdividing his land into plots of five acres 
or less to file a plat and provide a description of how and when water and wastewater 
facilities would be constructed. This legislation also prohibited the construction of more 
than one single-family detached dwelling per tract and required that criteria governing the 
distance from the house to the road be identified in order for later water supply and sewer 
lines to operate properly.8 

The Health and Safety Code 

This code, effective September of 1989, outlined regulations in the areas of air and water 
pollution as well as hazardous waste. Approximately 30 potential offenses are spread out 
over different chapters in the Water Code and Health and Safety Code. 
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Proposition 2 

Enabled by S.B. 2, Proposition 2 was a water bond package approved by voters in 
November 1989. This constitutional amendment (Senate Joint Resolution No. 5) 
authorized the Texas Water Development Board (TWDB) to issue $500 million in general 
obligation bonds to finance water, sewer, and flood-control projects. It set aside $100 
million for use in water and wastewater projects in 30 poor counties in East, West, and 
South Texas, but most are along the border. The TWDB was charged with developing 
rules under which it would make loans and grants, whereby ability to pay had to be 
considered when setting repayment schedules. 9 

Rider to the 1989-90 Appropriations Bill 

This rider provided $15 million in Environmental Protection Agency (EPA) funds to assist 
colonia residents in Cameron, Hidalgo, Zapata, Starr, Webb, Maverick, Valverde, Terrell, 
Brewster, Presidio, Hudspeth, and El Paso counties. The funding was to be used for 
water and sewage hookups. In January of 1990, Governor Bill Clements authorized $15 
million in federal funds for sewage and plumbing projects along the border. 10 

S.B. 1189 

This 1991 bill treats the provision and local regulation of water supply and sewer services 
in economically distressed areas. It requires that "a political subdivision that is located in a 
county in which a political subdivision has received financial assistance . . . 1) provide for a 
sanitary sewer system; and 2) require property owners to connect to the sewer system." 11 

This legislation also requires that an owner of a tract of land that is five acres or less must 
have a plat prepared for the subdivision. 

H.B. 997 

House Bill 997, enacted in 1993, provides for the receipt of funds in the water assistance 
fund and water development fund, further implementation of the program to assist 
economically distressed areas, and continued economic development of economically 
distressed areas and border counties. The legislature found that "further implementation 
of the economically distressed areas program can provide greater benefits to the long-term 
economic growth of the areas eligible for such funding by considering the feasibility of 
regional facilities for water supply and wastewater service."12 Creative innovation in the 
provision of water and wastewater services are encouraged. The legislation authorizes 
$25 million in bonds to provide financial assistance for water supply and sewer services. It 
also sets up an account where gifts, federal, state and local grants and money from other 
sources are deposited. "The economically distressed areas account may be used by the 
[Water Development] board to provide financial assistance to political subdivisions for the 
construction, acquisition, or improvement of water supply and sewer services." 13 Most 
importantly, this legislation changed the ratio of grants to loans from three to one to nine 
to one such that only 10 percent of the funding awarded must be repaid as loans. 
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Land Development and Land Sales 

The 74th Texas Legislature in June of 1995 passed a number of important bills aimed at 
curbing the development of new colonias and providing consumer protection and 
financing alternatives to persons purchasing land under a contract-for-sale. While colonia 
infrastructure improvement programs address existing conditions, these new laws (S.B. 
336, H.B. 2726, H.B. 1001 and S.B. 542) address the regulatory deficiencies which 
allowed these conditions to develop. 

S.B. 336 

S.B. 336 addressed the multitude of problems experienced by colonia residents who 
bought their land on a contract-for-sale. In many instances, colonia residents did not 
know the conditions of the property when they entered into the agreement or were told 
that particular improvements would be made. In some cases, these agreements were 
verbal in which case there was no legal record of the terms, financing or otherwise. In 
addition, some contracts were negotiated verbally in Spanish, while the actual contracts 
were printed in English. Due to the nature of these arrangements, residents who had 
fulfilled all their financial obligations under the contract in some cases were not informed 
and in others were never presented the title of the property. To remedy this situation, S.B. 
336 provides certain rights to anyone buying land under contract-for-sale. 

Under S.B. 336, a person buying land under a contract-for-sale has the right to: 

• a written copy of the agreement which describes the available infrastructure and the 
financing terms; 

• a Spanish-language copy of the agreement if the contract was negotiated in Spanish; 

• an annual accounting statement; 

• proper notice if the seller intends to enforce default; 

• equity in the property after 40 percent of the total amount has been paid or after 48 
payments have been made; and 

• the title of the property within 30 days after the final payment has been made. 14 

H.B. 2726 

Among other provisions related to tax-exempt private activity bonds, this law set aside 
$40 million in mortgage revenue bonds (MRBs) over two years to help colonia residents 
finance/refinance home construction and finance/refinance contracts for sale. 15 Although 
the intention of this law was to provide alternative housing finance mechanisms for 
persons buying land with a contract-for-sale, it has been pointed out by the TDHCA that 
under tax law :MR.Bs may not be used to refinance existing mortgages and thus may 
preclude the use of funds for this purpose. 16 The department's current plans are to initiate 
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a home improvement loan program in colonias with the bond proceeds authorized under 
this law. 17 

H.B.1001 

H.B. 1001 was the first major piece of legislation passed to deal with the problem of land 
development in Texas colonias. First, it dealt with the "unincorporated areas" problem. 
Before, the developer did not have to comply with any subdivision legislation because 
none existed for unincorporated areas. H.B. 1001 gave counties more authority in 
executing subdivision regulations similar to regulations used by municipalities. H.B. 1001 
amends subdivision platting requirements to ensure that a minimum level of infrastructure 
is provided in subdivisions developed after September 1, 1995. Under this law, a 
subdivision must be platted and the plat must be approved by the county. 18 The plat must 
describe the availability of water and wastewater. If water and wastewater are not 
available at the time the plat is approved, the seller must specify the date by which these 
services will be available and must maintain a bond or cash deposit with the county to 
ensure the delivery of these services. In addition, the plat must provide for adequate roads 
and drainage, and must identify any flood-prone areas. The developer must also make a 
reasonable attempt to make gas and electric utilities available on the property. The 
subdivider must certify that the water quality and connections, sewer connections or septic 
tank, electrical, and gas connections (if available) all meet minimum state standards. 
Residential housing may not be built in a flood plain and must have access to a waste 
disposal and a street or road. 

Although some of the platting requirements specified in H.B. 1001 were already outlined 
in the Model Subdivision Rules which the TWDB requires be adopted by all counties 
applying for EDAP funds, statutory requirements created under H.B. 1001 made 
compliance with these requirements mandatory in all economically distressed counties. 
Through these measures, H.B. 1001 legally prohibited the development of subdivisions 
without basic infrastructure in those counties which had not yet adopted the Model 
Subdivision Rules. Furthermore, H.B. 1001 established civil and criminal penalties against 
developers who fail to comply with the established platting requirements. 

Another provision of H.B. 1001 has made it easier for counties to get funding for water 
and waste water systems. Previously, counties had to be part of the EDAP program to 
run and operate water and waste water systems. Now regardless of whether counties 
along the border have money from the state through the EDAP program, they can run and 
operate water and wastewater systems. However, no incentives have been offered. 

One provision may cause potential problems, however. According to the bill, homes 
cannot be provided with new gas or electric services unless there are adequate water and 
sewer services. Before H.B. 1001 was passed, residents could at least get electric service 
even if they did not have water or sewer services. Now, even residents who have been 
living in a colonia for a long time are not able to get electricity. According to Robert 
Stewart: 
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People who are already living in the colonias can't get water service until they have 
the plans and the financing for the sewer service also, they have to have approved 
street widths, gutters, paved streets and all the other stuff in the Model Rules. 
People who could have water service for a nominal cost are locked out of doing 
that. Until they passed 1001, people who had bought property and built houses 
years ago could get utility services. Now it is costing hardships. 19 

Although it was not the intent of the bill to cause greater hardship, people in the colonias 
are now going to have to wait a long time to get services. HB. 1001 does provide the 
ammunition for counties to force developers to comply with minimum standards for 
subdivisions. However, another shortcoming of H.B. 1001 is that while counties are given 
more authority, those small counties that are poorly run and are excluded from the 
subdivision requirements will probably still have developers evading the law. 

S.B. 542 

Like H.B. IOCH, the intention ofS.B. 542 was to limit the continued development of 
colonias. This bill allows certain counties to cancel certain platted subdivisions if the land 
has not been developed and is likely to be developed as a colonia. "The purposes ef this 
Act are to: 

1. Provide counties with a mechanism to cancel certain subdivisions that are likely to be 
developed without provision of basic infrastructure; 

2. Provide adequate notice to interested parties of public hearings on this issue; and 

3. Apply model rules developed under Section 16.343. Water Code, to the affected 
subdivision when replatted. "20 

If a plat was filed and approved before September 1, 1989, and basic infrastructure 
(including water supply, treatment, and distnlmtion facilities; wastewater collection and 
treatment facilities; and other utility facilities other than roadways) was not begun before 
June 1995, or if the commissioners court finds that the land in question "is likely to be 
developed as a colonia," the commissioners court of a county may cancel a subdivision for 
which the plat was filed .21 

General Colonia Assistance Legislation 

S.B. 222 

This Appropriations Act for the 1990-91 biennium granted the Water Development Board 
$10 million from the General Revenue Fund (the Water Assistance Fund) for the purpose 
of financial assistance to economically distressed areas. The act also calls for up to $20 
million of proceeds from the sale of the Water Development Board's bond portfolio to the 
Water Resources Finance Authority to be used to provide loans or grants for poor areas. 
Poor areas were defined as counties with unemployment rates 25 percent above the state 
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average and median income 25 percent below the state average or adjacent to such a 
county and an international border. 22 

H.B. 2079 

H.B. 2079 in 1993 provided enforcement of certain public health and safety laws. In July 
1993, Attorney General Dan Morales formed a Colonias Strike Force (consisting of 
attorneys from the Consumer Protection, Environmental and other litigation divisions as 
well as attorneys and investigators in field offices in San Antonio, El Paso, and McAllen) 
to enforce H.B. 2079 and handle colonias litigation. The Office of the Attorney General 
has also developed a support database to facilitate the work of the Colonias Strike Force. 

H.B. 2726 

H.B. 2726, also created in 1995, relates to tax-exempt private activity bonds and housing 
finance corporations. Bonds are to be used by TDHCA to finance or refinance single
family home construction, reconstruction, or acquisition or to finance or refinance 
contracts for deed for single-family housing. It targets families that earn 60 percent or less 
of the median family income in a colonia. 

S.B. 1509 

In 1995, S.B. 1509 provided for the creation of colonia self-help centers in certain 
counties. "The department [TDHCA] shall establish colonia self-help centers in El Paso, 
Hidalgo, Starr, and Webb counties, and in Cameron County to serve Cameron and Willacy 
counties. "23 Five colonias are designated to receive concentrated attention from the five 
centers. The establishment of a colonia advisory committee was also mandated but the 
county controls which nonprofits will get the money. According to TDHCA, 12.5 percent 
was set aside for construction and 2.5 percent for self-help centers. 

Following the passage of the Colonias Water Bill by the Texas Legislature in 1989, a 
variety of state and federal programs have been implemented to address the problems of 
colonias. Recent decisions making contract for sale buyers eligible for various first-time 
home buyer programs (for example, RECD's 502 single family home mortgages), coupled 
with Texas Water Development Board funds represent new and valuable resources for 
improving living conditions in colonias. These programs, however, depend on either local 
government or colonia residents themselves taking the initiative to develop proposals and 
apply for funds. 

Border Programs 

Governor Ann Richards formed a Border Working Group as "an informal network of state 
agencies, local governments, community-based organizations, and state and federal 
legislators. "

24 
The group, which first met in 1991 , was formed in an attempt to coordinate 

the state's efforts along the border. Several subgroups were formed to address issues 
related to colonias: housing, infrastructure, labor and work force environment and health 

' ' 
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and education. Each group was asked to determine what barriers or obstacles impede 
access to existing programs for the border region and what legislative, administrative, or 
regulatory changes need to be made to overcome these barriers. 

In 1993, the report of the border working group was released. Several of the 
recommendations outlined in the report have been accomplished while others have not. A 
brief description of some of the recommendations relating to infrastructure, housing, and 
service provision to the colonias will be outlined here along with updates as to the 
progress toward those goals. 

Community Development Block Grant (CDBG) 

One of the largest sources of funding for the colonias is the Community Development 
Block Grant (CDBG) sponsored by the U.S. Department of Housing and Urban 
Development (HUD). These grants, which are administered by the Texas Department of 
Housing and Community Affairs (TDHCA), are available for infrastructure, housing, and 
planning to cities under 50,000 and counties under 200,000. In addition, the Cranston
Gonzales National Affordable Housing Act of 1990 requires that the state set aside 10 
percent of its allocation towards projects for colonia areas located within 150 miles of the 
U.S.- Mexican border. Recently, U.S. Senator Kay Bailey Hutchinson of Texas 
introduced language into the legislation which has institutionalized the 10 percent 
allocation. Additionally, a rider to the 1996-97 budget sets aside 10 percent of the 
available funds for improvements and 2.5 percent for five self-help centers in Cameron, 
Hidalgo, Starr, Webb, and El Paso counties.25 Five colonias within these counties will be 
the locations of the self-help centers. 

In a Texas Senate Hearing on Colonia Legislation held by the Senate Committee on 
International Relations, Trade and Technology (IRTT), on January 29, 1996, Larry Paul 
Manley, Executive Director of the TDHCA, presented a report on the amount of CDBG 
funds which have benefited colonias. A summary of the use of CDBG funds in colonias 
from 1991-95 is presented in Table 4 .1 . The data presented in Table 4 .1 reveal that the 
CDBG Colonia Fund provides more than 75 percent of CDBG funding in colonias.26 

Table 4.1 
CDBG Funds Benefiting Colonias 

Fund 1991-1994 1995 

Colonia Fund $27,164,846 $7,498,355 

Other CDBG Funds $10,225,884 $2,884,160 

Total $37,390, 730 $10,382,515 

Source: Paul Manley, Executive Director, Texas Department of Housing and Community Affairs, written 
testimony before the Texas Senate, 1996 
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Table 4.2 
CDBG Fund Contracts, 1994-1995 

Type of project 

Water and wastewater 

Housing rehabilitation 

Street paving 

Platting 

Planning 

Demonstration 

Total 

Note: Data only includes contracts as of 11/14/95 

Number of 
projects Amount of grant 

23 $10,203,531 

3 $708,292 

2 $541,970 

2 $161,550 

6 $205,400 

2 $2,000,000 

38 $13,820, 743 

Source: Paul Manley, Executive Director, Texas Department of Housing and Community Affairs, written 
testimony before the Texas Senate, 1996 Note: Data only includes contracts as of 11/14/95 

The CDBG Colonia Fund is a 10 percent set-aside of CDBG Non-Entitlement Funds 
which may only be used to finance community development projects in colonias. The set
aside was initially mandated by the Cranston-Gonzalez National Affordable Housing Act 
of 1990. Although this federal mandate expired after fiscal year 1994, the set-aside was 
reinstated by the Texas legislature during the 1995 legislative session. The great degree of 
flexibility which is built into the CDBG program has allowed for a wide range of 
infrastructure improvements in colonias. Table 4. 2 lists the various types of projects 
which received financial assistance from the Colonia Fund in 1994 and 1995. Although 
CDBG funds are the best potential source of funding for non-water and wastewater 
improvements in colonias, the data in Table 4.2 reveal that the vast majority of these funds 
are also being used to provide water and wastewater system improvements. 

The Border Working Group report recommended that the Cranston-Gonzales National 
Affordable Housing Act of 1990 adopt less stringent guidelines for determining which 
activities are eligible for funding. Specifically, proposed changes recommended expanding 
eligible activities funded by state CDBG funds to acquisition, construction, reconstruction, 
rehabilitation or installation of public water and sewer projects. In fact, this grant has 
been expanded in recent years to provide assistance in obtaining connections to water and 
sewer, bathroom facilities, acquisition of easements, acquisition of property, housing 
rehabilitation, and other infrastructure projects. 

The Border Working Group also reported that Texas had not been able to maintain the 
amount of CDBG funding required by HUD, jeopardizing future CDBG funds and risking 
strict penalties. In recent years, the problem of CDBG funds not being fully expended has 
been eliminated. However, some of the activities being funded are problematic because of 
restrictions on both the size of grants and the length of the funding periods. 
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After CDBG funds are obligated grantees have about 24 months to spend the money. The 
money is allocated by 17 regional planning districts around the state. There is a limit on 
the amount of money that each region can apply for (approximately $250,000). The 
awards are given on a competitive basis with a few exceptions on the border. The grant 
applicants in one region get together and make a gentlemen's agreement not to apply for 
more than their portion of the $250,000. In this way the money for a given region is 
divided into even smaller amounts. Because the grants are small and there is a time limit 
for spending them, the money is very often used for smaller projects, rather than for water 
and sewer systems. Robert Stewart, of the Community Resource Group, explained: 

This amount of each grant is not enough to do the kinds oflarge projects that are 
needed in many communities along the border so some communities decide to 
spend the money on smaller projects that can be completed for $250,000 or less. 
Instead of funding the most needed projects, which are often very expensive, they 
are doing road projects which are sometimes not even in the low income areas of 
the county.n 

In some cases, they are building roads that may have to be tom up later to put in water 
and sewer lines. 

Rural Economic and Community Development 

The federal government is the largest funder of rural water supply systems through the 
USDA/Rural Economic and Community Development (RECD) program. The Water and 
Wastewater Disposal Program through the RECD (formerly the Farmers Home 
Administration) has been a primary source of funding for rural communities over the last 
20 years. Funding is for rural, unincorporated, and low-income communities to obtain 
water and sewer facilities. The Border Working Group found that Farmers Home 
Administration programs in Texas had been greatly underutilized with much of the funding 
being returned unallocated. Although they had a reputation in the past for not being able 
to distribute all their funds, they now are getting funding out quickly and spending all of 
the available funding, with applications for more. 28 There are now grants available 
through RECD to fund individuals and groups of families for provisions such as water 
hook-up, and installation of bathrooms and kitchens. 

A 1993 report published by the Border Low Income Housing Coalition concluded that 
program administration was one of the main barriers to participation. According to the 
report, the state underutilizes funds, often returning up to 40 percent in unused funds to 
the national office. In addition, the report found that eligibility requirements are vague 
and not applied uniformly at the district and county levels.19 

Professionals involved with RECD programs have also complained in the past that the 
application and granting process was cumbersome and that improvement was needed in 
outreach and communication with potential grantees about application status. 30 There 
seems to have been some improvement in this area; the RECD is now more sensitive to 
reducing bureaucracy.31 However, grant applicants currently have to rely on engineers 
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who are willing to work on a speculative basis to provide plans required in the granting 
process. These engineers have to be willing to contribute their time and effort up front 
during the pre-funding phase and don't receive any money until the project is officially 
funded. 

Texas Water Development Board 

The Water Development Board has the most current information about the number and 
location of colonias in Texas.32 Although the board has 66 development projects in the 
planning stages, as of February 1995, only 17 projects had received construction funding 
commitments to build water and/or waste water facilities. One of the most prominent of 
these projects is the Economically Distressed Areas Program (EDAP), established in 1989 
by the Texas Legislature with the Texas Water Development Board as overseers. EDAP 
is supposed to provide technical assistance to communities that are preparing proposals 
for funding. 

In 1989, the Texas legislature established the EDAP to provide water and wastewater 
services in economically distressed areas. For the most part, the phrase "economically 
distressed area" is used interchangeably with the term "colonia." An "economically 
distressed area" is generally a residential subdivision for which water and wastewater 
services do not meet the minimal needs of residents and financial resources are inadequate 
to provide the minimal level of water and wastewater services. 33 

In order to be eligible for funding under the EDAP, an economically distressed area must 
be located in an economically distressed county. An economically distressed county is 
defined as a border county or a county which has a per capita income which is 25 percent 
below the state average and an unemployment rate which is 25 percent above the state 
average for the last three years. 34 Any county in the state which meets this criteria is 
eligible for the EDAP. 

An additional eligibility requirement of the EDAP is that an economically distressed 
county must have adopted the Model Subdivision Rules (MSRs). The MSRs were 
developed by the TWDB for the purpose of helping to curb the growth of colonias in 
economically distressed counties. The rules specify that for all proposed residential 
subdivision with tracts of five acres or less a plat must be filed with the county. A 
condition for county approval of a plat under the MSRs is that minimum water supply and 
wastewater disposal requirements have been satisfied.35 

The EDAP is one of the major sources of funding for water and wastewater improvements 
in colonias. Thus far, the State of Texas has authorized $250 million in bond sales 
specifically for the EDAP. In addition, $9.5 million in additional funding to the Texas 
Water Assistance Fund has been authorized for water system improvements in colonias by 
the state. 36 

Despite the creation of the EDAP, the TWDB has made it very complicated for 
communities to access the funds. 37 The application process requires the use of a variety of 

79 



expensive consultants (e.g., engineers, attorneys, financial advisors, bond counselors). 
Existing water supply corporations are often very small and don't have professionals on 
the staff to help apply for funds and manage larger systems. They cannot afford to hire 
expensive professionals to help put together TWDB applications. However, the Texas 
Water Development Board does (unlike RECD) provide some funding to hire these 
professionals. 38 

The Border Working Group recommended that the RECD use the TWDB to administer 
their Water and Wastewater Program. This has not been done and the two agencies are 
still totally separate. In fact, there is very little coordination between TWDB, RECD, and 
CDBG programs in spite of the fact that they are funding the same kind of projects. 39 

The Border Working Group recommended that county water development boards be 
formed to identify current and future county water and waste water needs. The Texas 
Water Development Board did require that the counties form water boards and provided 
some planning money. Some counties, however, did not include the water supply 
corporations that supply much of the water to colonias in the planning process, creating 
hard feelings. 

The February 1995 update to the colonia water and wastewater needs assessment by the 
TWDB provides an indication of how far the existing funding for water and wastewater 
improvements will go. The needs assessment identified a total of 1,436 colonias with an 
estimated population of 339,041. According to the study, construction costs for projects 
which have been completed and funded for construction are $205 million. Once 
constructed, these projects will serve approximately 20 percent of all colonias and 35 
percent of the total colonia population. The estimated cost of providing service to the 
remaining 80 percent of colonias and 65 percent of colonia residents is $425 million.40 

The total cost of providing water and wastewater system improvements in colonias is thus 
estimated to be $630 million. The actual cost of providing water and wastewater to all 
colonias may actually be higher since many unserved colonias are in remote locations. In 
addition, colonia populations are growing very rapidly. The fact that less than $350 
million has been earmarked at the state and federal level suggests that a large number of 
colonias will remain unserved unless additional funds are allocated for these purposes. 

Texas Department of Housing and Community Affairs 

A number ofTDHCA programs have also provided assistance to colonias in terms of 
housing construction and rehabilitation. Housing Trust Funds, Low Income Tax Credits, 
and Home Construction and Acquisition Loan Program Funds have all been used to 
improve housing conditions in colonias. Table 4.3 presents information regarding the level 
of funding committed to colonias through these programs. Unfortunately, colonia 
residents' eligibility for other TDHCA home construction and rehabilitation programs has 
been somewhat limited due to program requirements related to income levels and housing 
standards. 41 
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Table 4.3 
TDHCA Housing Assistance to Colonias 

Program 
Housing Trust Fund 
Low Income Housing Tax Credit 
Home Construction and Acquisition Program 

Funding Level 
$2,098,750 
$5,830,002 
$4,753,854 

Funding Period 
1993-1995 
1990-1995 
1992-1995 

Source: Paul Manley, Executive Director, Texas Department of Housing and Community Affairs, written 
testimony before the Texas Senate, 1996 

The TDHCA has a Home Construction Acquisition Loan Program that offers zero percent 
loans to low income families. These funds may be used for either the construction or the 
acquisition of a residence, including buy-outs of contracts for deed. Another TDHCA 
program, the Housing Trust Fund, is dedicated to the development of affordable housing 
through the distribution of funds on a competitive basis to public housing authorities, not
for-profit organizations, and local governments. 

The funds for these programs are generated from the refunding of bond issues. In 1995, 
the Texas Legislature passed House Bill 2726. The bill reserved $20 million from the 
qualified mortgage bond portion of the state's private activity bond allocation in 1996 and 
1997 and made these amounts available to the TDHCA. The programs are required to 
target families that earn 60 percent or less of the median family income in a colonia. 

The financing in these types of programs is designed to enable the purchase of land on an 
installment basis. However, the title to the property is held by the seller until the final 
payment is made and the buyer does not accumulate equity in the asset. Prior to 
September 1, 1995, many of the existing contracts for deed could only be refinanced ifthe 
seller is agreeable. This condition limits the effectiveness of the refinancing provision of 
House Bill 2726. 

One problem with this system is that bondholders may perceive a high risk of delinquency 
or default on the loans, especially if the entire issue consists of mortgage loans in colonias 
areas only. This condition would result in difficulty in marketing and selling the bond 
issue; an interest rate or yield increase; or the demand for additional premium to offset the 
perceived additional risk. There are several basic provisions that must be met to ensure 
adequate security for bondholders and thus make the bonds marketable to investors. Some 
of these provisions include an insurable asset with collateral value; down payment funds; a 
favorable credit profile; enough income to support a mortgage loan with no more than 30 
percent going towards housing costs; and adequate infrastructure to support the residence. 

The last of these provisions often proves difficult. Most of the residences in colonias are 
built on a room by room basis as the resident has available funds. Most do not meet 
building code standards or regulations. In order to qualify for single family mortgage 
revenue bond programs the residence must meet Federal National Mortgage 
Administration (FNMA) or Federal Housing Administration (FHA) guidelines. If there 
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are federal funds involved the residence must meet federal housing quality standards or 
HUD minimum property standards. 

A pilot project should be implemented to design and build an affordable prototype housing 
unit in colonia areas. Seed money from the legislature or other sources could be funneled 
through the TDHCA, the TDHCA Housing Trust Fund, the Texas State Affordable 
Housing corporation, or another agency. The funds would then be used for all stages in 
the housing process: design, lot purchase, and construction. If construction were to take 
place in an already existing colonia, the project should be coordinated with the TWDB, 
the EDAP, or the CDBG program so as to make plans for infrastructure such as water, 
wastewater systems, and roads. 

For the colonias, TDHCA is considering manufactured housing, or mobile homes. 
However, many Hispanics do not like mobile homes. Robert Stewart argues: "It's a 
cultural thing. They would rather live in something a lot less adequate while they're 
spending their money on building a house. For the price of a mobile home we can build a 
concrete home that is better, lasts longer, and is better as far as energy efficiency. "42 

Conclusion 

Although much attention has been called to the situation in colonias, the financial 
resources now available are not sufficient to meet projected infrastructure needs. For 
example, the $3 50 million dedicated for water and wastewater system improvements in 
colonias represents a little over half of the total amount which is needed to provide service 
to all colonias. 43 In addition, there remains a big gap between the estimated $81 million 
needed for water and wastewater hook-ups in colonias and the amount of funds currently 
allocated for that purpose, approximately $17 million. 44 Another troubling finding is that 
some regions of the border have received more funding than others. For the fiscal year 
1995, the region extending from the Amistad Reservoir to the Falcon Reservoir received 
more assistance than did other areas. 

Governmental attempts to address other infrastructure improvements have been 
fragmented. The lack of significant progress in the areas of housing and drainage 
improvements is due in part to the fact that a comprehensive assessment of colonia needs 
in these areas has not been undertaken, as was the case of water and wastewater needs. 
Although the main reasons for the focus on water and wastewater improvements are 
primarily health related, the reasons for a coordinated response regarding housing and 
drainage improvements are also very compelling. 

Infrastructure development programs providing assistance with drainage improvements 
are virtually non-existent. With the exception of monies available through TDHCA's 
Colonia Development Fund, counties must draw from their own financial resources to 
assist with these type of improvements. Already strained county budgets have been 
stretched even thinner by matching fund and loan requirements of the EDAP program. 
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Even when counties have turned to the Colonia Development Fund, it has primarily been 
for funding of water and wastewater improvement projects. 

The need for an overall assessment of housing needs and an innovative strategy for 
affordable housing construction and rehabilitation in economically distressed counties 
seems especially important at this particular time. Colonias developed as a result of the 
need for affordable housing along the U.S.-Mexican border. While the passage of H.B. 
1001 was a significant step toward prohibiting the development of additional colonias, this 
law will have the parallel effect oflimiting affordable housing alternatives along the 
border. The very rapid rate of population growth along the border further magnifies the 
need for a comprehensive and coordinated affordable housing strategy for the border 
region. 

The need for adequate drainage in colonias continues to be a very serious problem given 
the very lengthy EDAP process and the implications of inadequate drainage. Of a total of 
69 EDAP projects which had been funded as of January 18, 1996, six EDAP projects had 
been completed and eighteen projects were in the construction phase. 45 Given the fact 
that the six completed EDAP projects have averaged 32 months from construction 
commitment to completion, it seems that a great majority of the colonia population will 
remain unserved for a relatively long period of time, especially residents who will 
potentially be served by the 45 projects which are at the facility planning stage and thus 
have no construction commitment as of yet. 

The only area of infrastructure for which very detailed information is available and to 
which a significant amount of resources has been directed is water and wastewater. This 
singularly-focused approach to infrastructure development has left many colonia residents 
no better off now than they were seven years ago when the legislature created the 
Economically Distressed Areas Program. 
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2Tex. H.B. 1001, 74th Leg. (1995). 
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Appendix-Additional Figures 

Defmitions for Categories Used in Figures 

Border areas with colonias 

Border areas without colonias 

Other urban areas 

Other rural areas 

State totals 

All Block Groups in the Economically Distressed 
Areas Programs (EDAP) border counties 
containing colonia blocks. 

All Block Groups in the EDAP border counties that 
do not contain colonia blocks. 

All areas of Texas outside the EDAP border counties 
that are Metropolitan Statistical Areas (MSAs). 

All areas in Texas outside the EDAP border counties 
that are not MSAs. 

All areas of Texas. 

Figure A. 1 
Percentage of Housing Units That Are Mobile Homes and Trailers, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C. , November, 1992) 
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Figure A. 2 
Percentage of Housing Units without a Telephone, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 

Figure A. 3 
Percentage of Housing Units without a Vehicle, 1990 
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Source: Calculated from data in U.S. Bureau of the Census, Census of Population and Housing, 1990: 
Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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Figure A. 4 
Percentage of Housing Units Lacking a Complete Kitchen, 1990 
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Texas Summary, Tape File 3A on CD-ROM (Washington, D.C., November, 1992) 
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