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The Metzler Paradox Revisited:
Evidence from the U. S.
and Its OECD Trading Partners

MiaoJie Yu
(Peking University)

Abstract Metzler (1949) argues that a tariff imposed on an industry for a large country
may lower its domestic relative price and hence shrink its output share in the economy. Based
on this argument, we estimate in this paper the impact of U. S. trade policies on industrial
output shares based on a translog GDP functional system. Using an industrial panel data set
and controlling for factor endowments and technology improvement, we find empirical evi-
dence that high tariffs lead to low industrial output shares for some industries like garments.
The findings are also robust to both the inclusion of the role of political economy and the cov-
erage of various non-tariff measures as proxies of industrial protection. Thus, these suggest
that the Metzler paradox exists in some manufacturing industries like garments.
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