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By Luis B. Torres and James P. Gaines

COMPARING ECONOMIES
BORDER CITIES 

MAJOR METROS 

Texas’ overall economy varies significantly across industries 

as well as geographically. Strong energy and technology 

sectors, along with trade, business and financial services, and 

construction, account for much of the state’s prosperity. 

During the 2007 recession, Texas did have a decline, but 
it started later and was much less severe than many 
other states. Equally important, Texas’ housing market 

avoided a price bubble and subsequent bust from which many 
other areas are still recovering. In the wake of the recession, the 

Texas economy substantially outperformed the nation’s in em-
ployment and general economic growth. Texas’ more robust eco-
nomic performance, however, has not been homogeneous across 
all regions of the state. The differences are especially notable 
between the state’s largest urban areas and Border communities.



improves, allowing new homes to be built at a lower cost and 
at a faster rate. However, if the price of lumber or drywall or 
labor increases, the cost of new homes goes up. Most of these 
fundamentals are determined locally because housing is a non-
tradable good, which means local factors play a dominant role 
in determining price.

Demographic Changes, Comparisons

Sheer size plays a major role in any market comparison. 
In 2012, 65 percent of the state’s total population resided 
in the four major MSAs while 9 percent lived in the four 

largest Border MSAs. None of the Border MSAs possess a popu-
lation greater than one million; all the major MSAs exceed that 
amount. McAllen and El Paso top 800,000; Dallas and Houston 
each are home to more than six million. 

From 2001 to 2012, the total population of each of the major 
MSAs grew faster than the state’s 1.9 percent growth rate. 
Houston, Dallas and San Antonio expanded between 2.1 and 
2.3 percent, while Austin exploded by more than 3.2 percent. 
Laredo’s and McAllen’s population grew at 2.5 and 2.9 percent, 
respectively, while Brownsville and El Paso increased by 1.7 
and 1.6 percent, respectively. 

A major difference in total population growth involves total 
net migration, domestic and foreign. People have been leaving 
the Border MSAs faster than they have been moving to them. 
While the major MSAs had high levels of positive net domestic 
migration, three of the Border MSAs underwent negative net 
domestic migration during the same period. Only McAllen 
posted positive domestic immigration. Dallas attracted more 
than 400,000 net new residents from other states and counties 
while Houston added more than 300,000 (Figure 1). 

The variations in regional industry mix, among other factors, 
lead to economic, demographic and housing market differenc-
es, especially between the state’s major metropolitan statistical 
areas (MSAs): 

• Austin-Round Rock (Austin),
• Dallas-Fort Worth-Arlington (Dallas),
• Houston-The Woodlands-Sugar Land (Houston) and 
• San Antonio-New Braunfels (San Antonio), 

and Border MSAs:
• Brownsville-Harlingen (Brownsville), 
• El Paso, 
• Laredo and 
• McAllen-Edinburg-Mission (McAllen). 
This is the first of a two-part analysis comparing the econo-

mies and housing markets of the four principal Border commu-
nities with the state and the four major MSAs.

Growth in a local economy creates jobs, providing greater 
employment, higher wages and prosperity, especially for a 
more highly educated and skilled workforce. Higher-paying 
jobs tend to attract migration from other parts of the state 
and country, creating population growth. Jobs and population 
growth, in turn, increase the demand for housing, putting up-
ward pressure on home prices. 

Energy and technology industries 
are generally not as prevalent in the 
Border regions as in the major MSAs. 
The Border MSAs depend essentially 
on the performance of the Mexican 
economy and U.S. government and, to 
a lesser extent, state and local govern-
ment employment. These areas rely 
heavily on international trade, making 
transportation and retail trade with 
Mexican consumers more influential. 
The government sector comprises Bor-
der enforcement officials, Homeland 
Security and federal public programs 
that address the high poverty levels 
prevalent in the region. 

Local housing markets derive 
from local demand and supply 
conditions. Demand factors 

include demographic characteristics, employment growth, 
income growth, changes in financing mechanisms and interest 
rates as well as local attitudes, tastes and preferences, and lo-
cational characteristics such as accessibility, quality of schools 
and crime. 

Supply-side factors include the age and quality of the exist-
ing housing stock, new construction, building technology, 
land availability and the industrial efficiency of the hous-
ing market. New home construction technology continually 

Figure 1. Accumulated Net Domestic and 
International Migration, Major and Border MSAs 2001–12
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Some of the domestic outflow in 
the Border MSAs has been offset 
by positive international immigra-
tion. El Paso and McAllen attract-
ed the greatest number of interna-
tional migrants among the Border 
MSAs (Figure 1). Foreign migra-
tion has also been an important 
contributor to population growth 
in the major MSAs, especially in 
Houston and Dallas, with each 
adding more than 350,000 people. 

The accumulated number of for-
eign migrants moving to Houston 
exceeded net domestic migration 
from 2001 to 2012. San Antonio 
received the fewest number of 
foreign immigrants among the 
major MSAs. International migra-
tion continues to play a determin-
ing role in the state’s population 
growth, consequently shaping the 
state’s overall demographic pattern. 

The biggest demographic dif-
ferences between the major and Border 
MSAs center around education, age 
and ethnicity. According to the Census 
Bureau, from 2008–12 the major MSAs’ 
populations included a smaller percent-
age of the population under 25 years old. 
The major MSAs’ populations contain 
about 36 percent under 25, whereas the 
Border MSAs’ populations run more 
than 40 percent. 

The major MSAs’ residents also 
exhibit a higher general level of educa-
tional attainment than the Border areas. 
Approximately 22 to 24 percent of the 
Border communities’ and the major 
MSAs’ populations possess a high school 
diploma. Within the Border MSAs, the 
percent of the population with a bache-
lor’s degree or higher ranges from around 
13 percent in Brownsville to about 18 
percent in El Paso. Within the major 

MSAs, the percent of the population with a college degree or 
better runs between about 24 percent in San Antonio to as high 
as 36 percent in Austin. 

Not surprisingly, the Hispanic population is much greater in 
the Border MSAs than in the major MSAs (Figure 2). The Hous-
ton MSA contains the most diverse population composition 

Figure 2. Population by Race 2008–12
and Population Projections by Race 2050
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Figure 3. Population Projections
Major and Border MSAs 2050
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Figure 4. Median Household Income
Major and Border MSAs 2012
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Figure 5. Median Household Income Growth
Major and Border MSAs 2012

–1.0 –0.5 0 0.5 1.0 1.5 2.0 2.5 3.0
Percent

McAllen-Edinburg-Mission
Laredo
El Paso

Brownsville-Harlingen
San Antonio-New Braunfels

Houston-The Woodlands-Sugar Land
Dallas-Fort Worth-Arlington

Austin-Round Rock

Notes: Estimated by Real Estate Center at Texas A&M University. American Community One Year Estimates. 
           Converted to real terms with the Consumer Price Index U.S. city average 1982–84=100.
Sources: U.S. Census Bureau and Bureau of Labor Statistics

Texas
0.4%
United States
–0.8%

of both groups. McAllen’s and Laredo’s Hispanic populations 
exceed 92 percent while Brownsville’s and El Paso’s are more 
than 80 percent. San Antonio’s population includes approxi-
mately half Hispanic, and the other major MSAs are more 
equally distributed. 

Based on population projections by the Texas State De-
mographer’s Office, seven of 
the eight MSAs being com-

pared will at least double in popula-
tion by 2050. Houston, Dallas and 
Austin nearly triple. Only El Paso is 
projected to not quite double in total 
population. Hispanics will represent 
a substantial majority of the popula-
tion by 2050 in each of the MSAs 
(Figure 3). 

The four major MSAs encompass 
65.4 percent of the households in 
the state, while the Border MSAs 
contain 7.5 percent of the state’s 
total number of households. House-
hold formation, a major factor in 
housing demand, increased in both 
the major MSAs and the Border ar-
eas. The rate of increase in 
the number of households 
between 2006 and 2012 in 
the major MSAs and two 
of the Border MSAs greatly 
exceeded both the national 
and state rates of expansion. 
The number of households 
in Austin, McAllen and 
Brownsville ballooned by 
3 percent, 4 percent and 
5.3 percent, respectively. 
The El Paso and Laredo 
household formation rate 
exceeded the national 
rate of 0.6 percent but fell 
short of Texas’ 1.7 percent 
rate of increase. 

Income, Employment, Industry Diversification
A significant disparity between Border and major MSAs is re-
flected in the differences in median household incomes among 
the areas. The major MSAs enjoy a median household income 
substantially greater than the Border MSAs as well as the 
United States and Texas median (Figure 4) and that grew more 
than the national median household income in 2012 (Figure 
5). The Border MSAs range from 60 percent (Brownsville) to 

79 percent (El Paso) of both the U.S. and Texas median family 
income levels. In contrast, the major MSAs all equal or exceed 
the U.S. and Texas median level, ranging from 100 percent in 
San Antonio to 117 percent in Austin.

According to the Bureau of Economic Analysis, the four 
major MSAs generated about 73 percent and the Border areas 

Houston

about 4 percent of Texas’ gross state product (GSP) in 2012. 
A substantial economic difference between the major MSAs 
and the Border communities is evident by comparing the 2012 
gross metropolitan product (GMP) per capita in each area. The 
benchmark U.S. GDP per capita was $49,587 and Texas’ was 
$53,623, or 8 percent greater. The major MSAs produced GMP 
per capita values ranging from $72,442 (135 percent of Texas’ 
value) in Houston to $41,179 (77 percent of Texas’ value) in 
San Antonio. The Border MSAs’ GMP per capita ranged from 



$35,916 (67 percent of Texas’ value) in El 
Paso to a low of $19,869 (37 percent of 
Texas’ value) in McAllen (Figure 6). With 
the exception of San Antonio, GMP per 
capita for Texas major MSAs is higher 
than for the state and the nation. 

The major MSAs accounted for 68.1 
percent of Texas’ nonfarm employment in 
2012, and the Border MSAs accounted for 
6.8 percent of the state total. Laredo and 
McAllen posted the highest employment 
growth rates from 2002 to November 
2013 among all of the MSAs (Figure 7). 
Although employment in all eight of the 
MSAs studied grew faster than the nation, 
only El Paso and Dallas failed to expand as 

fast as the state overall. 
The unemployment rate is higher in 

the Border MSAs than the major MSAs 
(Figure 8). Laredo’s unemployment is most 
similar to the major MSAs. McAllen and 
Brownsville’s unemployment rates exceed 
11 percent. Only Austin’s unemployment 
rate is less than the statewide average of 
6.4 percent.

Local industry mix represents an 
important economic characteris-
tic of each area and helps explain 

the major differences between the Border 
communities and the major MSAs. Areas 
with substantial energy and technology 
industries performed well after the Great 
Recession. Austin’s and Houston’s employ-
ment growth between 2011 and 2013, for 
example, greatly exceeded the state and 
national growth. 

An area with a more diversified economy 
has a lower risk of being affected negatively 
by declines in any single industry. A highly 
concentrated economy in which the vast 
majority of output, earnings and employ-
ment derive from a single or a few key 
industries can be greatly affected by shocks 
to those industries. 

Location quotients (LQ) reflect the level 
of industrial diversification for each of the 
eight MSAs. An LQ compares an MSA’s 
share of employment with the correspond-
ing national share. The United States 
represents the benchmark of diversity 
because it contains a mix of all industries 

Figure 7. Private Nonfarm Employment Growth
Major and Border MSAs 2002–13
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Figure 8. Unemployment Rates
Major and Border MSAs 2012
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Figure 6. GMP per Capita
Major and Border MSAs 2012
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THE TAKEAWAY

Fundamental structural differences exist between the 
economies of Texas’ four main Border communities and 
the four major MSAs. Strong energy and technology sec-
tors account for the prosperity in the major MSAs. The 
Border communities are somewhat less affluent and not 
as economically diversified as the major metros, instead 
depending primarily on the performance of the Mexican 
economy and U.S. government employment.

Industry Mix for Employment with U.S. Employment as Benchmark 2012
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Location Quotient (LQ) > 1 =  Specialization in a given industry

Industry
Civilian employed population 16 years and older
Agriculture, forestry, fishing and hunting,  
   and mining 1.7 0.4 0.6 1.8 0.8 1.4 0.6 2.3 1.5
Construction 1.3 1.3 1.2 1.5 1.2 1.1 1.0 1.0 1.3
Manufacturing 0.9 0.8 1.0 1.0 0.6 0.6 0.7 0.2 0.4
Wholesale trade 1.1 0.8 1.1 1.3 1.0 0.9 1.2 1.1 1.1
Retail trade 1.0 1.0 1.0 0.9 1.0 1.1 1.0 1.1 1.2
Transportation and warehousing, and utilities 1.1 0.6 1.3 1.2 0.9 1.0 1.2 2.9 1.2
Information 0.8 1.3 1.1 0.7 0.9 0.8 0.8 0.4 0.5
Finance and insurance, and real estate and rental 
   and leasing 1.0 1.1 1.4 0.9 1.3 0.8 0.9 0.5 0.6
Professional, scientific, and management, and 
   administrative and waste management services 1.0 1.3 1.2 1.1 1.0 0.7 0.9 0.7 0.7
Educational services, and health care and  
   social assistance 0.9 0.9 0.8 0.9 1.0 1.3 1.1 1.1 1.3
Arts, entertainment, and recreation, and  
   accommodation and food services 0.9 1.1 0.9 0.8 1.1 1.0 1.0 0.7 0.8
Other services, except public administration 1.1 0.9 1.0 1.2 1.0 0.9 0.9 1.0 1.2
Public administration 0.9 1.4 0.6 0.7 1.1 1.1 1.6 1.4 0.9

Hachman Index between 0 and 1, where 1 = diversified  and 0 = specialized/concentrated

Industry
Civilian employed population 16 years and older 0.98 0.95 0.97 0.95 0.98 0.95 0.96 0.75 0.90

Note: Estimated by Real Estate Center at Texas A&M University. 
Source: Bureau of Economic Analysis

in all regions. An individual LQ for a specific industry in a 
community greater than one represents relative specialization 
or concentration in that industry within the area. The greater 
the LQ, the greater dependence the area has on the specific 
industry and, therefore, the more specialized (less diversified) 
the area is. 

Generally, the major MSAs show more specialization 
in construction; professional scientific and manage-
ment services; wholesale and retail trade; and finance, 

insurance, and real estate. As expected, Houston exhibited 
lower values in these categories and measured greater reliance 
in oil and gas extraction, construction and wholesale trade. By 
contrast, the Border MSAs’ economies concentrate in retail 
trade; transportation, warehousing and utilities; educational 
and health services; and public administration (government). 
All MSAs share a specialization in the construction industry, 
with the major MSAs registering the highest values. Laredo 
had the highest individual levels of concentration in specific 
industries: transportation and warehousing as well as mining 
extraction (see table).

A Hachman Index summarizes the LQs for geographical 
areas to measure how closely an MSA’s industry distribu-
tion compares with that of the United States. This measure 
is bounded between zero and one, where one means the MSA 
has the same industrial structure as the United States and is, 
therefore, considered diversified, and zero represents an indus-
trial structure that is concentrated in a few industries and not 
diversified.   

Overall, the local economies of the major MSAs were more 
diversified than the Border MSAs. The least diversified MSAs 
include Laredo and McAllen. Laredo’s economy focuses on 
energy and transportation, and McAllen’s economy relies on 
energy, education and construction. Interestingly, Dallas and 
San Antonio were found to be the most diversified, possess-
ing an industrial structure most similar to that of the United 
States. 

The second part of this comparative analysis between the 
Border MSAs and the major MSAs will examine how the 
economic characteristics of the areas affect housing supply, 
demand and home prices.

Dr. Torres (ltorres@mays.tamu.edu) and Dr. Gaines (jpgaines@tamu.
edu) are research economists with the Real Estate Center at Texas A&M 
University. 
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