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THE IMPORTANCE OF THE PRINCIPLE OF LEGAL SECURITY FOR THE 

POLICY OF FINANCING THE ECONOMIC GROWTH BY EXTERNAL 

SOURCES

Summary

In the paper the author analyzes the significance of legal security for the 

policy of attracting foreign direct investments as a significantly most important 

form of external sources of financing of the economic growth in today’s conditions 

of doing business. Using an efficient legal system, a state provides protection of 

interests of all the economic participating parties which, among other things,

stimulates the inflow of direct foreign investments and encourages the economic 

growth. By legal regulations the state should provide attractive enough financial 

stimulus for attracting foreign investors. Foreign investors must be sure that 

accepted laws in the host state are efficiently applied in practice. Complying with 

the law reduces misunderstandings which are the result of the opposed interests of 

the economic subjects. As a result of this fact there is reduction of transaction 

costs and increase of economic efficiency. With unambiguous regulations, and 

especially complying with them, the state heads towards minimizing the 

opportunistic behavior of economic entities, which encourages the efficiency 

improvement of usage of the limited economic resources. 

Keywords: economic development, financing of economic development, 

external sources.
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