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Confirmations and Contradictions


The Leontief Paradox, Reconsidered:
Correction
Iraj Heravi


University of California, Los Arigetes


Leontief (1954) incorrectly inferred that the United States is revealed
by trade to be relatively more abundant in labor than in capital from
the fact that the capital per man in imports exceeds the capital per
man in exports. The counterexample in Leamer (1980) is in error,
however, since it uses commodity prices at which the first commodity
is not economically produced. This is easily remedied by setting the
price vector to (2, 1, 1) instead of (1, 1, 1). Then, by the series of
calculations outlined in Leamer (1980), it is possible to compute the
ratio of capital per man in exports to capital per man in imports to be
0.97, even though capital is the relatively abundant factor.


Incidentally, the error in the choice of prices is revealed by the
computation of the returns to factors, which for the original numbers
contains a negative return to capital.
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