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Over the past decade, rising labor costs—driven largely by the method
used to set wage rates in the H-2A visa program—have reshaped the
economics of U.S. fruit and vegetable production. While intended to
protect American jobs, the Adverse Effect Wage Rate (AEWR) has
increased at a pace disconnected from broader economic benchmarks,
unintentionally accelerating offshoring of produce production, raising food
prices, and hurting rural economies.

For business leaders, this means growing instability in domestic supply
chains and increased reliance on imported perishables. For policymakers,
the trend raises critical questions about food security, public health, and
the sustainability of U.S. agricultural labor programs.

As part of its commitment to strengthening North Carolina’s business
climate and rural economies, the NC Chamber commissioned this
research to highlight the economic impact of current AEWR policy on U.S.
fruit and vegetable production, farmers, and rural communities. In
partnership with the NC Chamber, Dr. Blake Brown’s research explores an
alternative economic reality if AEWR had been indexed to cost-of-living
adjustments instead of a compounding methodology, and the significant
upside in terms of jobs, production, and economic growth that could
result from reform.
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The U.S. fruit and vegetable sector is facing significant headwinds, largely due to
rising labor costs associated with the H-2A visa program. This white paper
explores the economic consequences of tying H-2A wages to the current Adverse
Effect Wage Rate (AEWR) methodology, which has led to compounding wage
increases disconnected from broader wage trends or inflation. 

To assess the potential impact of a more stable wage-setting mechanism, this
paper models an alternative policy scenario in which H-2A wages grew in line with
the Employment Cost Index (ECI)—a standard measure of U.S. wage growth—
rather than the existing AEWR formula. The report then estimates how this
alternative would have influenced domestic fruit and vegetable production,
employment, and import levels between 2010 and 2023. 

Key takeaways for 2022 under an alternative AEWR policy framework include:
518 million and 823 million pounds in additional domestic fruit and vegetable
output.
$1.073 billion in total economic impact, with 25,744 jobs created.
290 million pounds in reduced fruit imports and 474 million pounds in
reduced vegetable imports.

These findings suggest that rethinking the AEWR methodology could strengthen
the competitiveness of U.S. agriculture, bolster rural employment, and reduce
reliance on foreign produce—all without compromising wage standards when
indexed responsibly. As policymakers and industry leaders consider reforms to
modernize the H-2A program, aligning wage growth with widely accepted
economic indicators like the ECI may offer a more sustainable path forward. 
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The minimum wage for the H-2A agricultural visa program, termed the Adverse
Effect Wage Rate (AEWR), increased over 50% from 2012 to 2022, from a
national average of $10.36 to $15.56 per hour . Social Security benefits only
increased by 29% in the same period . If the AEWR had increased by the cost of
living over this period, it would have increased to $12.77 per hour. Rutledge et al.
provides statistical evidence that using the current method for setting the AEWR

results in higher domestic wages which in turn cause the next year’s AEWR to
rise; a self-perpetuating upward spiral.

1

2

5 

Published studies by USDA show that rapidly rising farm labor wage rates have
negatively impacted US fruit and vegetable production, contributing to increased
imports . This study examines the impact of the actual increases in farm labor
wage rates versus if the AEWR had been based on the average annual cost-of-
living increases. 
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PERCENT INCREASE IN AEWR VS 
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If AEWR increases  followed U.S. cost of living increases, then the AEWR would
have been $12.77 per hour in 2022 instead of $15.56; 17.9% lower than the
2022 rate. 

Because labor is such a large share of fruit and vegetable production expense
lower wage rates have a substantial impact on fruit and vegetable prices. In 2012,
fresh fruit grown on U.S. farms comprised 54% of U.S. fruit consumption.
Consumption of U.S. grown fruit has been declining. The country reached a
tipping point in 2017 – the first year that U.S. consumed more imported fruit than
U.S. grown. In 2022, imported fruit made up 53% of US consumption. The data is
not quite as dramatic for fresh vegetables, but in 2022 imported vegetables made
up 37% of U.S. consumption. However, U.S. vegetable production continues to
decline. 
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U.S. Grown Imports
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An AEWR 17.9% lower in 2022 would have resulted in lower U.S. fruit and
vegetable prices: -1.07% for fruit and -1.28% for vegetables. While these
reductions may not sound large, the consequent changes in fresh fruit and fresh
vegetable consumption are significant. U.S. fresh fruit and vegetable
consumption would be 108 million and 251 million pounds higher, respectively,
at the lower labor costs. While fruit and vegetable prices decline, the lower labor
costs would have resulted in increased U.S. production of 518 million and 823
million pounds for fruit and vegetables, respectively. Imported fruit and
vegetables would decline by 290 million and 474 million pounds, respectively.
Exports of U.S. grown fruit and vegetables also increase.

U.S. FRESH FRUIT CONSUMPTION:
IMPORTED VS U.S. GROWN 2012 & 2022
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The direct impacts of increased fruit and vegetable production are over 19,000
more farm jobs and increased farm output of $584 million in US fresh produce
production (Table 1). Increased production on US farms impacts the supply chain
for U.S. farming with an indirect output increase of $734 million.

Table 1. Total Economic Impacts

Impact Employment Output

Direct 22,853 $584,256,643 

Indirect 4,087 $734,174,972 

Induced -1,195 ($245,861,811)

Totals 25,744 $1,072,569,804 

More employment is created in farming but total employee compensation on
farms is lower with lower wage rates resulting in lower employee spending
(induced impacts). The total annual economic impact is $1.073 billion with
25,744 jobs created.
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Not surprisingly, California is the largest beneficiary of the lower wage rates
with 10,530 jobs created and an increase in farm output of $281 million. The
top ten states in terms of impact on employment and farm output are given in
Table 2.

The top 10 industries impacted by the reduction in wage rates are given in Table
3. The impact on economic output for various sectors is greatest in Vegetable
and melon farming, $310 million, followed by Fruit farming, $291 million. These
are followed by other industries with support activities for agriculture and
forestry having an increase in output of $119 million. Other agricultural sectors
are also among the top 10 impacted, and a number of non-agricultural industries
such as real estate, petroleum refineries and insurance carriers are among the
top 10 most impacted.

Table 2. Total Impacts on Employment 
and Output  Top Ten States

State Employment Output

California  10,530  $281,327,159 

Washington  2,953  $75,151,450 

Florida  1,087  $26,456,228 

Oregon  622  $15,672,317 

Michigan  694  $15,500,725 

Arizona  574  $15,373,968 

North Carolina  554  $15,334,998 

Wisconsin  593  $13,988,534 

Georgia  433  $12,070,454 

New York  514  $11,758,932 
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Table 3. Top 10 Industries Ranked by Impact on Output

Industry Impact on Output

Vegetable and melon farming $310,341,075

Fruit farming $291,131,876

Support activities for agriculture
and forestry

$119,478,054

Other real estate $64,966,701

Pesticide and other agricultural
chemical manufacturing

$59,481,557

Wholesale - Other nondurable
goods merchant wholesalers

$48,481,629

Nitrogenous fertilizer
manufacturing

$19,734,565

Petroleum refineries $16,978,075

Insurance carriers, except direct life $14,607,989

Other basic organic chemical
manufacturing

$10,227,947
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Social media post from Donald J. Trump referencing the impact of immigration policy on the
agriculture and hospitality industries.¹⁰

News headline from MSNBC.¹¹

News headline from The New York Times.¹²

News headline from The Washington Post.¹³

News headline from USA Today.¹⁴
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A more reasonable way of setting the AEWR (e.g. indexing it to cost of
living increases) will result in more jobs for both domestic workers and
legally vetted farm workers holding government-issued temporary visas,
more economic growth in rural farming communities and more
consumption of fresh produce by U.S. consumers. 
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