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middle-income countries. In contrast, we do not find any systematic positive relationship between capital

account liberalization and economic growth. Moreover, the effect of domestic financial reforms on

economic growth in middle-income countries is explained by improvements in measured aggregate TFP

growth, not by higher aggregate investment. We present evidence that variation in the quality of property

rights helps explain the heterogeneity of the effectiveness of financial and trade reforms in developing

countries. The evidence suggests that sufficiently developed property rights are a precondition for reaping
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