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Glossary

Cost function

The cost function expresses a functional relationship between
total cost and factors that determine it. The factors that
determine the total cost of production of a firm are the output
(Q), the level of technology (T), the prices of factors (Pr) and the
fixed factors (F). Symbolically, the cost function
becomes=f(Q,T,”r’ F)

Expansion path
Expansion path in case of the linear homogeneous production
function (i.e. production function with constant returns to scale)

is always a straight line through origin.

Factor prices

As an effort to explain the principles by which a business firm
decides how much of each commodity that it sells, it will
produce, and how much of each kind of labor, raw material, fixed

capital good, etc., that it employs, it will use.

Isocost
An isocost line is defined as the locus of various combinations of

factors which a firm can buy with a constant outlay.

Isoquant
A graph of all possible combinations of inputs that result in the

production of a given level of output.




