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When people are grouped into societies, they face different kinds of tradeoffs. The classic tradeoff is between “guns and butter.”
The more we spend on national defense(guns) to protect our shores from foreign aggressors, the less we can spend on consumer
goods(butter) to raise our standard of living at home. Also important in modern society is the tradeoff between a clean environment
and a high level of income. Laws that require firms to reduce pollution raise the cost of producing goods and services. So these
firms end up earning smaller profits, paying lower wages, charging higher prices, or some combination of these three.

Thus, while pollution regulations give us the benefit of a cleaner environment and the improved health that comes with it, they
have the cost of reducing the incomes of the firms’ owners, workers, and customers.
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