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Handout C: Graphing and Analyzing the Effects  
of Regulations

DOCUMENTS of FREEDOM
History, Government & economics tHrouGH Primary sources

Unit: Free Enterprise
Reading: Taxes and Regulations
Activity: Analyzing Taxes and Regulations

Regulations will have a similar effect on the marketplace as taxes. Take for example American 
technology companies that would like to hire computer programmers.

Directions: Review the examples and complete the questions throughout the text. 
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If American technology companies could hire any computer programmer (American or non-American) 
then they would hire QF at the wage WF. This does not mean that skilled computer programmers 
would not need VISAs to enter the United States to work, only that the restrictions on the number 
of programmers allowed into the United States would be removed. Because there are restrictions in 
the number allowed into the United States, technology companies are forced to hire less people (QR) 
and they have to pay a higher wage to the people that they do hire (WR). Notice that this graph looks 
similar to the supply and demand of labor when analyzing taxes on income. 
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As with taxes, the market is reduced (less people hired) and there are winners and losers. The winners 
are the American computer programmers that are hired at the higher wages and the non-American 
computer programmers (65,000 of them). The losers are the companies that have to pay the higher 
wages, the companies that get less work done because less people are hired and the non-American 
computer programmers that did not win the lottery for the H-1B VISAs. 

This regulation will also affect other markets. If skilled laborers cannot work in the United States, they 
will not be moving to the United States. Therefore, they will not pay an American landlord rent, won’t 
get haircuts, won’t go to restaurants, won’t vacation in the United States, won’t buy things at American 
stores or use American services (like a tax accountant to do their new income tax forms), nor will they 
pay any American income taxes. 

There will also be unintended consequences of such regulations. If American companies can’t bring 
the worker to their place of business, then the company will outsource highly skilled and highly 
compensated employees. If enough talent is kept outside the United States, then the nation could lose 
the industry as it relocates somewhere else.
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Draw on the graph above how regulations that restriction farmer workers from America would affect 
the marketplace. Label the new line as “Supply Restricted”, label the new wage WR, the new quantity of 
labor hired as QR. 

1.  Who benefits from this regulation? 

2.  Who loses from the regulation? 

3.  What other consequences come from implementing this regulation? 
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Now analyze the effects of regulations on migrant farmer workers. Farmer workers are less skilled than 
computer programmers and there are many unskilled workers so the supply of labor in this market will 
be slightly different. 
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