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American farmers have relied on guest workers, but farmers are required to 
pay them at least the minimum wage, called the Adverse Effect Wage Rates 
(AEWRs). Using a border discontinuity approach, I find that the AEWR policy 
led to increased agricultural employment, especially for less-educated citizen 
Hispanic workers but had insignificant effects on overall agricultural 
employment for other groups of workers. Further analysis reveals a similar 
pattern with hours of work and hourly wages as outcome variables. This 
suggests that higher AEWRs do not adversely affect American workers and 
may attract less-educated citizen Hispanic workers who were previously paid 
lower wages compared to other workers. Moreover, higher AEWRs are unlikely 
to discourage the hiring of guest workers, possibly due to a lack of viable 
options for employers to substitute them.

Abstract

• The increase in AEWR leads to an increase in employment for less-educated 
agricultural workers, especially Hispanic citizen workers.

• This trend aligns with two other outcome variables: total hours worked in a year and 
hourly wages.

Motivation and Research Question

Border Discontinuity Approach (Dube et al. 2010)
𝑦!"# = 𝛼 + 𝛽𝐴𝐸𝑊𝑅!"# + 	𝛾𝑋!# + 𝜙! + 𝜏"# + 𝜀!"#

where 𝑖 = PUMA, 𝑝 = PUMA-pair, and 𝑡 = year
𝑦!"#         : Employment, usual hours of work per week, or wage and salary income
𝐴𝐸𝑊𝑅!"#: Adverse Effect Wage Rate (agricultural minimum wage)
𝑋!#           : Control variables (demographic and socio-economic characteristics)
𝜙!             : PUMA fixed effects
𝜏"#           : Pair-specific time effects
𝜀!"#          : Error term
The standard errors are clustered by state and border segment

Sample: PUMA-pairs across state borders with centroids less than 80 miles apart
             : The contiguous PUMA serves as a suitable control group for its cross-state        
               counterpart, sharing similar climate, crops grown, and workers’ 
               characteristics but differing in AEWR.

Empirical Specification

• I study the impact of AEWRs on labor market outcomes for various groups of 
agricultural workers.

• Using the border discontinuity approach, I find a positive impact of the AEWR on 
employment, hours of work, and hourly wages, especially for less-educated Hispanic 
citizen workers.

• As intended, the AEWR does not have an adverse effect on American agricultural 
workers, and higher AEWRs are likely to attract low-paid agricultural workers.

Conclusions

Motivation
• American farmers have faced widespread labor shortages for years, and non-

citizen workers have become an essential labor resource.
• However, growing concerns have been raised that non-citizen workers, who are 

willing to work for low wages, can depress the wages and employment of 
American workers in the agricultural sector. 

• To address these potential challenges, the US government requires employers 
who hire guest workers through the H-2A program to pay at least the minimum 
wage, called the Adverse Effect Wage Rates (AEWRs).

• This paper seeks to answer whether the AEWRs avoid any adverse effects on 
American agricultural workers in accordance with policy objectives and whether 
specific groups of agricultural workers are disadvantaged due to this policy. 

Research Questions
Does agricultural minimum wages affect agricultural employment, hours of work, 
and hourly wages?
     All agricultural workers

• Less-educated workers
               1. Non-citizen workers
               2. Citizen workers
                   (1) Non-Hispanic White
                   (2) Non-Hispanic Black
                   (3) Non-Hispanic other
                   (4) Hispanic

• Guest workers

Results

• AEWRs: Department of Labor and Congressional Research Service Reports
• Dependent and control variables: American Community Survey, 2005-2019 and 

Department of Labor's H-2A program data
• Unit of analysis: Public Use Microdata Area (PUMA), similar to the county level

Data

Tests of Cross-Border Spillover Effects

Figure 1. AEWR in 2019 ($) Figure 2. PUMA-pairs along the state border (80 miles cutoff)

𝑦!"# − 𝑦!"#
= 𝛼 + 𝛽𝐴𝐸𝑊𝑅!"# + 	𝛾(𝑋!# − 𝑋!#) + 𝜙! + 𝜏"# + 𝜀!"#

• I test whether spillovers occur when the labor market 
within a PUMA pair is linked.

• I compare the employment effects of the AEWR 
between border PUMAs and those in the interior of the 
state by subtracting the employment means of the state 
interior PUMAs from those along the state border.

• I do not find any evidence that employment spillovers 
are contaminating my local estimates.


