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FHA Houslng Market Analyele

McAllen-Pharr-Edinburg, Texas, as of February 1, l97l

Forer^rord

Ttris analysls has been prepared for the aselstance
and guidance of the Eederal Houslng Admlnistratlon
ln lts operatlons. Ttre factual information, flnd-
lngs, and concluslons may be useful also to bulld-
ers, mortgagees, and others concerned wtth local
houslng problems and trends. the analysls does not
purport to make determinatlons with respect to the
acceptabillty of any parttcular mortgage insurance
proposals that may be under consideration in the
subJect locality.

The factual framework for this analysis was devel-
oped by the Economic and Market Analysis Divislon as
thoroughly as possible on the basis of information
available on the 'las of,, date from both local and
national sources. Of course, estimates and judg-
ments made on the basls of information available
on the tras ofrr date may be modified conslderably
by subsequent market developments.

The prospective demand or occupancy potentiats ex-
pressed in the analysis are based upon an evalua-
tion of the factors available on the ras ofr date.
ltrey cannot be construed as forecasts of bullding
acttvity; rather, they express the prospectlve
housing production which would maintaln a reason-
able balance in demand-supply relationships under
conditlons analyzed for the rras ofil date.

Department of Housing and Urban Development
Federal Houslng Admlntstratton

Economlc and Market Analysis Dlvlsion
Washington, D. C.
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FHA HOUSING MARKET ANALYSIS
MCALLEN.PHARR.E TEXAS. HMA

AS OF FEBRUAR.Y 1 l97l

The McAilen Housing Market Area (HMA) is deflned as Hldalgo County,

Texas which conforms to the Bureau of the Budget definition of the McAllen-

Pharr-Edinburg SEandard Metropolitan Statistical Area. Hidalgo County,

wi-t.h a February 1971 population of I82,2oo persons, is located in the Rio

Grande Valley in south Texas.

Declining population and household numbers during the first half of the
195Ots resuLted in increasing vacancies and a generally soft housing market
through about L967" Agricultural and related food processing employrnent,
the basic econrcmic support for the area, fell during Ehe t96o to fS6S peiioa
and substantial out-migraEion occurred. Between 1966 and 1969, employment
in the food products industry increased, however, and this fact, togetherwith increased tourist activity was reflected in job gains in construction,
trade, services and government and in population growth. Agricultural and
related employment fetl in 1970, generally depressing local business. Some
improvement. was evidenE near the end of Lg7o, but the housing market, with
a net available vacancy rate of 4.3 percentr still had an excess of bothsales and rental vacancies.

Anti ci Eed usi Dernand

Based on an anticipated recovery in economic growth, current marketconditions, and anticipated replacement needs geneiated by losses in thehousing inventory during the next two years, dernand for nlw nonsubsidized
housing wili. total about 55o units annually including 4oO single-family
homes, 1OO units in multifamily structures and 5O mobile homes. A distribu-Eion of the annual demand for single-family houses by sales price groupsis shown in table I. The multifamily units should be concenlrated in one-and two-bedroom apartments aE close to the minimum achievable rents for thearea.
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0ccuDancy PoEential r Subsidized Housing

Federal assistance in financing costs for new housing for low- or
moderate-income families may be provlded through a number of differenE
programs administered by FHA: monthly rent supplements in rental projects
financed under Section 22LG)(3); parElal PaymenE of interest on home

morEgages insured under Section 235; partial interest payment on project
mortgages insured under Section 236; and federal assistance to local hous-
ing authorities for low-rent public housing.

The estimated occupancy potentials for subsidized housing are designed
to determine, for each program, (I) Ehe number of families and individuals
who can be served under the program and (2) the proportion of these house-
hotds that can reasonably be expected Eo seek new subsldized housing during
the forecast period. Household eligibility for the Section 235 and Section
236 programs is determined primarily by evidence that household or famlly
income is below established limits but sufficient to pay the minimum achiev-
able rent or monthly payment for the specified program. Insofar as the income
requirement is concerned, aIl families and individuals with income below Ehe
income limits are assumed to be eligible for public housing and rent supple-
ment; there may be other requirements for eligibility, particularly the require-
ment Ehat current living quarters be substandard for families to be eligible
for rent supplements. Some families may be alternatively eligible for assist-
ance under more than one of these programs or under other assistance programs
using federal or state support. The toEa1 occupancy potential for federally
assisted housing approximates the sum of the potentials for public housing
and SecEion 236 housing. For the McAllen HMA, the total occupancy potentiel
is estimat,ed Eo be 98O uniEs annually.

Section 235 and SecEion 235. Subsidized housi ng for households with
low- t.o moderate-income may be provided under either Section 235 or Section
236. Moderately priced, subsidized sales housing for eligible families can
be made available through Sect.ion 235. Subsidized rental housingU for the
same families may be alternatively provided under SecElon 236; the Sect,ion
236 program contains additional provisions for subsidized rental units for

-etderly couples and individuals. Using regular income limiEs r2l it is esti-
mated that for the February L97l-February 1973 period there is an occupancy
potential for 115 subsidized family units annually utilizing either Section
235 or Section 236, or a combination of the two programs. In addition, Ehere
is an annual potential for 3O units of Section 236 renEal housing for elderly
couples and individuals. It is estimat.ed that about 3O percent of the house-
holds which are prospective occupants of Sectlon 235 housing may require
units wiLh four or more bedrooms.

Ll Interest reduction payments may also be made for cooperative housing
projects. Occupancy requirements under Section 235 are idenEical for
tenants and cooperative owner-occupants.

Zl The occupancy potential for families would be increased to 860 units
annually if exceptlon 1lmits b.re u6ed. The elderly potent,ial would
remain the same.
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As of February 1, L971, the McAllen HMA had a total of 86 completed
housing units which had been marketed under Ehe provisions of Section 235
and construction had begun on about 35 units; 56 units of multifamily rent.al
housing were under construction under Section 236.

Low-Rent Public Hous I and Rent Supplement. These two programs serve
households in essentially the same low-income group. The principal differ-
ences are in Ehe eligibility requirements and in the manner in which net
income is computed. For the McAllen HMA, the annual occupancy potential
for publir housing is estimated at 85O units, including 725 units for fami-
lies and 125 units for elderly couples and individuals. Because such a
large proportion of the current rent.al inventory is in relatively poor
condition, the potential for rent. supplement units is the same as that for
public houslng.

There are lrO3O units of low-rent public housing under management in
the McAllen HMA, including 225 units for elderly persons. McAllen, Pharr,
and Edinburg account for 475 units with the remaining 555 distributed in
six municipalities scatEered throughout Hidalgo CounEy. No rent-supplement
units have been marketed in the McAIlen HMA and none were planned in
February 1971.

As of February 1, 1971, a total of 5OO additional low-rent public hous-
ing units had been approved for development or r^rere under construction; 25O
are intended for families and 25O are designed for elderly occupants. The
planned units for the elderly will fulfill the projected potential for the
February 1971-February 1973 forecast period. Further approvals of low-rent
housing for the elderly to be completed during the forecast period shouLd
be restricted pending occupancy experience of the currently planned unit,s.

Housing Market. The population decline during the first half of the
decade was reflecLed in decreased demand for new sales units. From 1960 to
L967, single-family house production dropped from 8O2 units to 376 units yearly.
An Lncreasing rate of household formation late in the decade stimuLated
demand, and volume increased to 629 houses in 1968 and 419 houses in 1959.
While 461 houses were authorized by building permits in 1970, abour 85 of
them were intended for occupancy under the Section 235 program. The home-
owner vacancy raEe, which had reached very low levels by 1967, increased
somewhat thereafter and reached 1.6 percent in April 1970. Some improvement
has occurred in the last ten months and the current 1.5 percent raEe is
considered to be only slightly high for the area. However, eight of the
low-priced units intended to be closed under Section 235 remalned unsold
for more than six months.

Recent sales have been concentrated in the $25rooo to $3orooo price
range. Most of these units are in scattered small groups and are built
on a contract basis. Demand is, and is expected to remain, strong in this
range.
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Tract developmenEs, including small groups of Ehree and four houses,
are aIl located in the McAllen-Pharr-Edinburg area in the sout.hern part of
Hidalgo County. A few hlgher-priced custom homes are being constructed,
but the market for units priced above $35rOOO is very shallow.

While nev/ rental units in Ehe moderate price ranges ($13O to $15O a
mont,h for a two-bedroom unit and $160 to $18O for a three-bedroom uniE,
excluding utillties) have been absorbed readily, the rental vacancy rate
in the area has remained high, increasing from 7.1 percent in April 1960
to 1O.5 percent in April f970. The excess vacancies are concentrated in
older units (prlmarily low-quality single-family sEructures) which are no
longer competitive in the market, although many are in sound condition.

Economic. Demo I aoh ic. and Housine Factorsr

The projected demand for new, nonsubsidized housing in Ehe HMA is
based on Ehe current conditions and trends discussed in the economic, demo-
graphic, and housing sections which fo11ow.

Economic FacEors. The McAlIen HI,IA economy is based largely on agricul-
ture and related food processing and wholesaling. Agricultural production
has increased substantially over the last five years and has created some
additional jobs in agriculture. As a result of the adaption of mechanical
harvesting methods, however, this expansion has resulted in only minor
expansion in the agricultural work force. The one-year jump in the job
total in 1969 was the result of an extraordinary conjunction of good weather
and good prices for both citrus fruits and vegetables. While the same
circumstances resulted in a boom in food processing jobs in 1969, there
has been more real growth in Ehis sector of the economy. Job gains in the
food processing industry accounted for nearly Ewo thirds of the increase
in manufacturing employment over Ehe past five years.

Nonagricultural wage and salary employment trends in this area closely
follow trends in agricultural output. Job increases averaged 1r994 annually
from 1955 to 1969, bur there was a loss of 295 from 1969 to 1970. Food
processing and packaging firms account for more than half the manufacturing
employment in the HMA, and food wholesalers provide a large segment of whole-
sale trade employment. In the f965-1969 period, manufacturing firms responded
to increasing leve1s of food production; an average of 516 jobs a year in
manufacturing were added, most of them in the food and kindred products cat-
egory. In 1970, food and kindred products employment fel1 by 860 jobs causing
a severe downturn in total manufacturing employment.

The McAllen HMA benefits from its position as a trade, service, and
government center for a large area of the Rio Grande Valley and nearby areas
of Mexlco. Nonmanufacturing employment has grown continuously over the last
five years by an average of nearly 1,3O0 jobs annually, although lg6g-tg7o
nonmanufacturing growth was just 525 jobs.

I
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Whlle the leve1 of agricultural ouEput is somewhat unpredictable, some
increase in the agricultural employnent ls expected, perhaps lOO jobs a year.
Nonagricultural wage and salary employment is expected to resume an upward
movement. Increases in total employnent during the February l97l-February
1973 forecast period are forecast aE about 1r5OO jobs annually. Manufact.uring,
mainly because of the expecEed labor needs in the food processing indusEry,
will account for an average of 35O new jobs a year and jobs in nonmanufactur-
ing will lncrease by I,15O a year. Recovery of employment in whotesale trade
and continued expansion in retail Erade, services, and government will provlde
most of the projected jobs.

In 1971, the median annual income of all families in the McALIen HMA,
after deduction of federal i.,"ornJli[ was $4r650; the median afEer-tax
income of renter households of two or more persons was $3r95o. rn 1959,
the median income of all families was $21675 and the median renter income
was $2,35O. Detailed distribuEions of alI family and renter household income
in 1959 and 1971 are sho\^/n in t.able IV.

Demographic Factors. In February L971, there were l82r2OO persons in
the McAllen HMA (see table V). Out-migration was substantial and population
deelined during rhe firsr half of the 1960-1970 decade as several severe
crop failures caused large losses. From 1965 to Lg6g, economic growth
resulted in large population increases and there was a net gain in population
of 630 persons over the decade. Growth slowed considerably during l97O to
an annual rate of increase of about 8OO. During recent years, out-migration
has slowed considerably, a trend which is expecEed to conEinue through the
forecast period. During the February l97l-February 1973 forecast period,
projected population growth will average about IrIOO persons annually (see
table V).

There were 44,IOO households in the McAllen HMA in February 197L.
Househo1dgrowtha,e'agffiua11yduringthe196o-l97odecade.The
number of households has inereased rapidly in Ehe last five years, but
growth slowed to an annual 6Ete of 45O during the April l97O-February 197Iperiod. Coincident with expected economic growth, households are expectedto increase by 575 a year during the forecast period. The McAllen-pharr_
Edinburg area' which occuples a relatively small geographic portion of Hidalgo
County, wilI get about 45O of the projected 575 household increase.

_ Eousing Factors. Thc hgJsing inventorv in the McAllen HMA totaled about
50r95o units on February Ir 1971, i""luding 30rg75 owner-occupied units,
13,225 renter-occupied unlEsr €Ind 6r85O vacanE housing units. From ApriI
1960 to February 1971, the housing inventory incre"sud by about 3r25O unitsresulting from the construetlon of grO5O units, the addition of 5OO mobile
homes, and the loss of 51300 units through demolit.ions and other causes.
There were about 150 units under construction in February lg7L, including
80 homes and 70 units in multifamily structures. 0f the homes under construc-tion, about 35 are expected to be sold to families qualifying for subsidyunder section 235. Fifty-six of the 7o multifamily units unJer construction
are included in a Sect,ion 236 project. I r
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R.e sident iaI construction volume declined eve ry year but one from 196O

through 1967; building permit authorizations total ed 920 units in 1960 and

dropped to 4O1 by 1967. Substantial excess vacancy
part of the decade was gradually absorbed dur'ing the

creaEed during the earlY
1965-1967 period 

"

Building volume has recovered somewhat since 1967, but relatively low incomes
and rising mortgage costs have reduced effective demand for new nonsubsidized
units" It Fhould also be noted that about 19 percent of the single-family
units authorized in 197O were closed under Section 235.

There were about 2,OOO vacant hou sins units in the HMA as of FebruarY 1,
indicating homeowner1971. About 475 were for sale and 11525 were for rent,

and renter vacancy rates of 1.5 percent and 1O.3 percent' respectively. 0f
the 2rOOO available vacancies, about 4OO sales vacancies and 875 rental
vacancies had all plumbing facilities. The February l97l vacancy rates
represent a slight improvement from the 1.6 and lO.5 percent rates reported
in the ApriI I97O Census.
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Table I

Estimated Annual Demand for Ne w- Nonsubsldized Sinele-Faml1v Housine

a

McAl len-Pharr- Edinburg" Texas. HMA

Febru4ly 1971 -February 1973

Number
of unltsSales price

Under $15'OOO
$15,OOO - L7,499
17,500 - Lg,9gg
20,OOO - 24,ggg
25,OOO - 29rggg
30,OOO - 34rggg
35'OOO and over

Total

20
40
55

100
110

55
20

400

PercenE
of t,oEal

5.0
10. o
13.8
25.O
27 .4
13.8

5.O
100.0

a
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TabLe II

Estimat.ed Annual 0ccupancy Potential for Subsidized Rental Housing
US411en:E!r4ar;!dinburg, Texas, HMA

February 1971-February 1973

A. Families

20
50
30
I5

115

B. Elderlv

5
10 5
15 15

a/ Estimates are based on regular income Limits.

Section 236a/
errclusivel y

Eligible for
both programs

Public housing
exclusively

100
270
2to
145
725

Total for
both proglans

1 bedroom
2 bedrooms
3 bedrooms
4+ bedroous

Total

Efficiency
1 bedroom

Total

10 75
35

120
320
2rc
160
840

90
50

140110
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Total labor force

Unemployment
Percent unemployed

Total employnent

Nonagricultural wage & salary

Manufacturing
Durable goods

Machlnery, except elect.
Electrlcal machinery
Other durable goods

Nondurable goods
Food & kindred products
Apparel
Paper
Printing & publishing
0ther nondurable goods

Nonmanufacturi ng
Agri., for., & fisheries
Mining
Contract construction
Trans., comm., & util.
Trade
Fin., ins., & real estate
Services
Government

AIL other nonagricultural

Agricultural employnent

Table III

Labor Force Trends
llen-Pharr-Edin

r965-1970

I 955 r966

56,255

3,l lo
5.5

53, 1 45

33,770

3,O2O
435

53.480

s HMA

L967

59.O70

3 1485
5.9

55.585

36. I 70

4,o7o

1 968

59,945

3,460
5.8

55.485

37.955

4,52O
530

L969

62.87U^

3,7OO
5.9

59. I 70

39.220

5.130
560

r970

61 ,560

3,935
6.4

57,725

38.925

4.3tO -
490

3,4OO
5.4

50,O8O

3L.245

3.065
395
120

40
235

2,670
I ,515

355
220
205
275

28. I 80
305
870

2,775
[ ,38O

12,685
l,ooo
3,450
5,7L5

150
45

2tfi
2,585
L,465

375
200
2L5
330

470
2@
tn

230
3,600
2r5OO

320
220
220
340

32, IOO
200
895

3, lo5
Lr54o

14,84o
I,O4O
3, 53O
6,95o

220
50

260
3,990
2,89O

350
2tfi
230
280

33.435
130
920

3,195
[ ,58O

I 5,45O
I ,085
3, 595
7 r48O

2LO
80

27o
4.570
3,32O

460
270
29
290

34.OgO
255
915

3,43O
I,5OO

L4,77O
I,t40
3,690
8, 29O

165
75-

250
3.820
2,460.

510
3lo
2to
300

1

13
I
3
6

30.750
2Q
875

3,495
,445
,67 5
,o20
,6[ 5

,385

6,641)

L2,7 35

34.6r. s
t05
955

3,7 55
1 ,610

t 4,150
L ,215
3,825
8,7OO

6,600 6,495

t2,gio

5,97O

L 2,55O

6,o5o

I 3, goo

5, 875

L2,925

Source: Texas Employment Commission.

L2,235

I



Table IV

PercenEase Dlstrlbutlon o f All Familles and Rent,er
Households by EstlmaEed Annual Income
After Deduct,lon of Federal Income Tax

McAllen-Pharr-Edinburg, Texas, HMA, 1959 and 1971

1 959 L97L

Annual lncome
AIl

fami L ies
Renter

hou seholdsa/
All

fami 1 i es
Rental

househo I d sa/

2L
L6
13
10

7

7

loo

$3,950

L

I

U

$2
3
4
5
6

$ernd

ooo
,ooo

,ooo

2 rOOO
2,ggg
3,999
4,ggg
5r999
6,ggg

36
19
L4

8
8

5

t7
L2
l3
11

8
6

43
r9
L4

8
5
3

t ooo
ooo

7,OOO - T rgggg,ooo - grggg
9,OOO - g,ggg

to,ooo - L2r49g
12,5O0 - L4rggg
l5,OOO and over

Total

Median

5
5
3
6
3
4

5
5
4
7
5

3
2

2

I
2)

)

2

1

I
)

4)
)

100

$2,67 5

100

$2 ,350

7
100

$4,650

al Excludes one-person renter households.

Source: Estimated by Housing Market Analyst.
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April
1950

32,728
14,1o5
1 8,706

115,364

8 1298
3 ,115
4r27L

25 r279

Table V

Population and Household Trends
McAllen-Pharr-Edinburg, Texas, HMA

April l96O-Februarv I973

Population

HMA total

Houieholds

HHA total

McAl len
Pharr
Edinburg
Remainder of HMA

Average annual change
1950-1970 1970-1971 1971 -t 973

180.904 181,535 182.200 184.400 63 800 1..100

April
1970

37 ,636
L5,829
t7 ,t63

1 1O,9O7

3,706
4,247

25r813

February
r97r

38,1OO
15,950
l7r350

I 1O, 8OO

,150
,750
,3@

'9@

February
L973

39,55O
[6,4OO
17 ,850

1 to, 5oo

t{ .963 43 .7 22 44 . l OO 45 .25O

491
L72

- 154
-446

276

550
r50
225

-t25

49

230
50
55

105

77s
225
250

-1 50

s75

275
75

roo
L25

McAl I en
Pharr
Edinburg
Remainder of HMA

9,956 lo
3
4

25

11

50

,

,l

o
3
4
62

700
900
500

66
59

2

53

Sourcea: 1960 and 1970 Censuies of Population and Hou6ln8; 1971 and 1973 e6tlDated by Housing lrtarl.et Analyst.



TabLe VI

Trend of Residential Construction Activity
McAI Ien - Pharr -Edi nburg, Texas, HMA

1960-1970

r_960 1961 1962 1963 1964 1965 L965 1e68 1_16e. !_?fg_

HMA totala/
Single-family
Mu1 tifami 1y

920
802
r18

294
91

76q
70L

59

195
27

t03

762
734

28

201
26

874
601
273

554
198

350
263

87

546
98

224
201

23

455
45

1967

401
376

25

746
629
rt7

463
419
44

r50
26

36
36

119
t03

16

120
2

Il1
46r
'7r

752 644 500

McAl I en
-Single-family
Multifamily

Pharr
Single - famil y
Multifamily

Ed i nburg
SingIe-family
Mul ti fami 1 y

Remainder of HMA

Single-family
Mul tifamily

385 222 227 178 2L9 )'L2 i91
L74

58

6L
55

6

L27
103

24

148 326 186 146
t62

16
138

81

56
50

6

153
38

L25
23

2t5
111

I09
37

t23
r13

10

189
24

113
25

138 t03 70
70

79
79

547
290
257

51
49

2

11 86 119
106 84 ll9

5 2

L47
t47

t23
t23 252

4

256 t22 2L3

5C

50
45
43

2

44
44

94 tO9 116
94 to5 116

L27
116
1I

I

4

303 326 319
301

2
319298

28

al Excludes 531 units of low-rent public housing completed during the 1960-1970 period. AIso excludes an
estimated 3OO units completed outside building permit jurisdictions

Source: U.S. Bureau of the Census and local building inspectors.
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Table VII

Tenure and Occupancv in the, HouglnE Inv?ntorv
McAllen-Pharr-EQtnburs.. Texas. IryAAprll 1,95O-Februarv 1971

Tenure and occupancv

ToEal houslng supply

Occupied housing unlts
Ovrner -occupled

Percent of all occupled
Renter -occupied

PercenE of all occupied

Vacant housing units
Available vacanE

For sale
Homeowner vacancy rate

For rent
Rental vacancy rat,e

0Eher vacantg/

Aprl 1

l9 60

47.7LL

40.953
26,673

65.L7"
14,29O

34.97"

Aprl I
I 970

50.,7r 9

43.724
30r 8O4

70.57"
L2,92O

29.57.

February
1 971

50. 9 50

44.100
30, 87 5

70.o7"
L3 r225

30.o7.

6.850

.s%
25
.3%
50

6.7 48
I ,44O

342
L.37.

I ,098
7.1%

5,3O8

6,995
2.O01

490
L "57"

1r511
10. 5%

4rgg4

2.OOO

I,
1

754
1

5
o
84

al Includes $easonal units, vacant dilapidated unit,s, units renEed or sold
awaiting occupancy, and units held off the market for absentee owners or
other reasons.

Sources: 196O and
Analyst.

1970 Censuses of Houstng; L97L esEimated by Housing Market
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