In this paper, Dr Mejstfik countervailed the Marxian cost theory of value with the
hypothesis that quality (and utility) also creates value. He studied this topic using an
original theoretical approach. He confronted it with CS export data, revealing that the
planning process could not operate effectively amid innovations, product differentiation,
and open economies.

In contrast to the 1983 paper, the six years that elapsed and Soviet glasnost freed the
Czech ideological constraints, allowing the author to present his ideas in the West (which
was still rare): Mejstiik M. 1989: Quality, Effects of Exports and Export Subsidy.

The author could be more critical of central planning's inability to compete in world
markets, given its notorious lack of entrepreneurial innovation and its high-tech and high-
value-added per-worker performance. Thus, lagging in high-tech and low value-added
per worker is a signal that entrepreneurship is not the dominant factor of the local
economy.
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Picture 5

%) The effect of a given producer’s image on the price of his

product can be illustrated by the example of two producers (A,B)

producing the goods which satisfy similar needs (see Picture 5).

The producer A at the point of time t, offered a product variant
A A

of the quality uy , at the point of time tl the quality utl,and

at the point of time tz the quality “tZ' Similarly, the producer

B at the point of time to offered a product variant of the quality
a® ,e... 1t follows logically that:(24)

3 A B
1f wgy < ugg » then By, < Py,

B ..
£ °

and b 8 4 “:1 < “21 s then p:1< P
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It means that we anticipate a decline in prices of the obsolete

products /Py (W) < b, Lecause Etl:’ d,./. I there ls not

an absolute decline in the prices of the present products while

the technological level of production is anreaaing,(ze)we can

essume the following dependence (see Plcture 4]where a relative
depreciation occurs
/ sto < Btl in consequence of Et1> Eto /e

The answer to this objection is the proposal to use price
projections (23) for the purposes under review, But there arise
immediately many problems related to the synthetic nature of price.
For our paper the fact can be also relevant, that 1t 1s not only
the quality itself which actually de®mines the price but due a
certain inertion in thinking, takeover of experience, it is @also
the Bo called ,image of the product that is decisive for price

formation, created in shorter or longer preceding period on the
s S elpel‘ience Wi ves varie g . fa B PLUCTAVUMUD phLuduc Lo

VADs o s

The image can therefore be interpreted as a justification of Fhe
importance of the past quality of a given producer's supplieai1i3
means, however, at the same time a certain relatively declined
‘1mportance of the quality level of the product the price of which
|

we are interested in,

P 1 toety
E+ [ = == e = /
1 P
. |
- |
o —— o
0 t ut 1
/e
/
Plcture 4
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Picture 5

¥ The effect of a given producor'- image on the price of his

product can be 1llustrated by the example of two producers (A,B)
producing the goods which satisfy similar needs (see Picture 5).
The producer A at the point of time t  offered a product variant
of the quality uton at the point of time t, the quality utl,and

at the point of time t, the quality uta. Similarly, the producer
B at the point of time t  offered a product variant of the quality

al ,.... 1t follows logically thaty(24)

B A B
ir uﬁo < Ugo » then p1:o< Pto

A B A B
and ir ut1< Uiy o then pt1< pu o
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Though Ut2 = Uy, the prices are not equal Pio / 922 » but instead

pt2<: Pio a8 there intervenes the history of the processes and

the image gained by the producers which can be interpreted in the
A

following way: ue < ugs, and also uz1<; uBl. The influence of

the given producer 8 image on price can be expressed as the dif-

ference /ptz - n £2 / which is tgifonsequence of the differencea

/u ~ uto/ /htl - utl /e This cen be included into theoretical
considerations by measuring the efficiency of quality increase
over tinme,

In order to express more clearly the influence o? imege, an
individualized model (3) can be introduced, in which it holds, for
an‘equilibrium price of a product produced at time ts in gquantity
Qts and quality Uy g that the price Pig is difrerentiated according
to the producer /A,B,.../, :

A A A 4
pts = f/QtS.uto.utl.....utﬂ/. (4)

In other words, we have introduced into the model (3) s l,Zla;ged"
variables expressing the influence of the praceding product mari-
ants quality of a given producer on the price of the present
product variant,

Generally it cannot be assumed that a producer produces only
the products satisfying identical needs, His image 18 created by
the influence of all procducts he produces. ¥e must therefore ‘ake
into conslderation a quality vector of all the products produced
by the given producer at relevart time moments in the model (4).

Therefore, the model (4) must te generalized (3)

pts - ""/Qta’"}}:o'"tl'uQZ"“""Qs/ o (3)

The time profile of the ilmpact of quality ~ould be discusced ard
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