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The purpose of this paper is to re-examine the comparative cost theory. The
theory insists that free trade benefits countries. But the theory cannot holds
without severe conditions.

Usually in many text books relative price is given, when authors explain the
theory. But in order that the theory may hold, the comparative price must be
within limited range. And the wage rate of export sector remains constant but that

of import sector decreases in the process of adjustment.
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