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Abstract :

This paper aims to highlight the theoretical framework of financial liberalization, focusing on
the work of both McKinon and Shaw, the founders of the theory of financial liberalization, on which
developed countries relied of the application of economic liberalization in developing countries during the
1990s.Despite of the fact various studies supported financialliberalization by emphasing positive
effect(advantages), there are many studies that emphasize the negative aspects of financial liberalization,
especially the financial and banking crises experienced by developed and developing countries, so
developing countries should be cautious during the process of financial liberalization to ensure that the
take advantage of its positivesaspects and minimize its disadvantages.

Key words: financial liberalization, the work of McKinnon and Shaw, developing countries.
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