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Abstract:

This paper focuses on the setting of terms of trade to examine the Leontief Paradox
(Leontief (1953)). The characteristics of Leontief's terms of trade are as follows: First, the
data used to measure terms of trade were only national input-output data. Second, when
calculating the production technology of one unit of competitive imported goods was
substituted with the production technology of domestic goods, rather than actual foreign
technology. Therefore, we should examine to some ways to measure not only direct and
indirect labor and capital within a country, but also direct and indirect labor and capital that
consider foreign production factors that are input into imported intermediate goods. We try
to calculate the domestic direct and indirect labour to produce an export and imported goods
for the United States using World Input-Output Database. As a result, we get some
important results. Frist, the domestic capital-labour ratio of exports goods is greater than the
ratio of imported goods in both years. In 1995 and 2007, Leontief Paradox was held by actual
data. However, second, we get another result that is the domestic labour of export goods is
less than domestic labour of imported goods in both years. Direct and indirect capital’s case
is same. Those results are different from Leontief Paradox. Consequently, we can get the
implication from those results. This implication is that this trade saves a domestic labour and

domestic capital to trade some trade goods between united state and other countries.
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