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Preface

THIS paper is the second in a series of technical publications primarily
of interest to economists and statisticians though concerned with ques-
tions that have significance for a broader group. The investigation on
which it reports, one of several concerned with the relation between out-
put and cost, was initiated when Mr. Dean was a Carnegie Research
Associate at the National Bureau and also served as exccutive secretary
of the Conference on Price Research. The studies are being completed
by Mr. Dean as a member of the rescarch staff of the Cowles Cominission
at the University of Chicago.

How can the influence on costs of variations in rate of plant utiliza-
tion be separated from other influences that simultaneously affect costs?
In other words, how can we approximate statistically the short run cost
function? The effect on costs of variations in the rate of output is of
great moment to business management and is central to the economic
explanation of price and output decisions. Economic theory has been
content with a perfectly general statement embracing every possible
cost-output relation, though probably most business firms proceed on
very rough estimates of the way cost varies with changes in output. Many
studies of the sort Mr. Dean has projected, covering firms in different
areas and subjected to various operating conditions, might make it pos-
sible for both business inanagement and the economic observer to nar-
row and refine their judgments regarding cost-output relationships.

This study is 2 model of the way in which significant economic re-
lationships may be derived fromn the accounting and operating data of
a business firm. The situation under investigation was, it is true, rela-
tively simple and the material at hand was paculiarly favorable for the
author’s purpose. The techniques here used, and at present available,
are not so well suited to deal with the more complicated problems of a
multi-product firm with changing methods of production. Nevertheless
many firms are equally well adapted to such studies, which will clarify
considerably our ideas on some of the relationships fundamental to eco-
nomic analysis.

‘The Conference welcomes the memorandum prepared by C. Reinold
Noyes, the National Bureau Director representing the American Eco-
nomic Association, as an illuminating discussion of the problem of cost
determination in both its theoretical and empirical aspects and as a
stimulus to a reconsideration of traditional cost concepts.

EDWARD S. MASON

Chairman, Conference on Price Research
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