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This paper attempts to explain present required Strategy Establishment Changes in 
International Financial Structure and Investment Movements.  One of the current pre-
eminent strategy challenges is how to foster responsible investment and reap the 
attendant development benefits. Today’s investment environment is characterized by 
flows of foreign direct investment.  It represents a challenging undertaking in many 
respects as difficult as constructing a establishment for the control of climate change.  
International agreement seeks the new private investment in areas of public concern. This 
study draws the various approaches to build international environment for investment 
agreement. An appropriate international investment establishment could help to meet the 
public strategy challenges. It considers existing multilateral, regional and bilateral 
investment agreements and also seeks to identify the need for a broad multilateral 
agreement. The study focus on the two broad issues one is investors’ rights and the other 
on investor obligations. Though the central importance of investment to the 
developmental process has been recognized long back, the attempts are taking place now 
to form an international investment management. 
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Introduction 
 
The International Investment strategyconcern isto achieve an appropriate balance 
between investors’ rights and obligations to strike more investment.Investment is 
essential for achieving   sustainable development. The existing infrastructure, facilities 
and existing practices are unsustainable andinvestment will be needed to replace them. 
To promote this kind of investmentan international investmentundertakingwill be 
needed.Over the last few years, flows of foreign direct investment have increased 
dramaticallyso that they now dwarf bilateral and multilateral official 
developmentassistance for many years the mainstay of international investmentactivities. 
At the same time, official development assistance has stagnated sothat it is now a much 
smaller proportion of developed-country gross domestic product.   Hence, it is essential 
that the scarce resourcesincludingforeign direct investmentare allocated as efficiently as 
possible and in amanner consistent with sustainable development. The sturcture changes 
are significant and closer to it what economists call is “structureestablishment changes” 
than to one time adjustments in the settings of structure instruments.  
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Investment flow increases interconnectedness and interdependence of people and 
countries and is generally understood to include two interrelated elements.  The first one 
is opening of borders to increasingly fast flows of goods, services, finance, people and 
ideas across international border and the second is changes in institutional and structure 
instruments at the international and national levels that facilitates such flows. It has been 
driven by technological advances and the reduced cost of making transactions across the 
borders and distances and as well as the increased mobility of capital. The economic 
globalization is generally associated with neo-liberal strategies. Such strategies include 
reductions in tariffs, reduction or elimination of restrictions on foreign investment and 
inclusion of services such as banking and insurance in trade establishments. 
 
In particular, capital shouldbe flowing to less-developed countries and regions.Trade and 
Development sought to negotiate binding obligations for multinational corporations. The 
governments ofOECD countries focused primarily on securing additional rights for 
investors to improve the security of their investments.The balancing conflicting strategy 
goals are still largely beyond the capability of most international organizations and they 
are typically static. This requires much more dynamic and innovativeinstitutional 
arrangements and capable of adjusting the means to changing conditionsto achieve 
certain ends. This can be achieved through some arrangementswhich are having 
necessary legitimacy to undertake such tasks.  
 
Similarly, balancing privateinterests and public goods remains outside the scope of most 
internationalregimes. The international investment agenda together with the need to 
movetowards a more sustainable economy and the institutions required to 
maintaincompetitive markets. It seeks to identify the structurally determining 
characteristics of an international investment establishment. The investment occurs in a 
long time frameand that the relationship between the investor and host country is notably 
different.  Investors acquire rights in the host country and with those rightscome 
obligations. 
 
The time frame of investment and the legal rights of investors in host countriesdemand 
for a dynamic establishment. In particular the principles underlying theprocess of trade 
liberalizationand the WTO dispute settlement system are inappropriate for aninvestment 
establishment.    They need to address the reflection of the dynamic nature of issues and 
are accompanied by a substantial institutionalarchitecture to ensure flexible effective 
implementation. Hence, this stronglysuggests that an international investment 
establishment needs to be constructedoutside existing international organizations, 
possibly beginning with a structureconvention followed by a various rules addressing 
specific problems. 

Investment Flow is a process of growing interdependence that represents a fundamental 
change from a world of individual and independent states to a world of state 
interdependence. As a result national boundaries, economic and cultural boundaries are 
becoming less important. Interdependence refers to the relationship between different 
states, societies that are connected in such a way that if something happens to one, all will 
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be affected. This term is also used to describe the interrelationship between economic and 
noneconomic variables.  

Policy Implications 

The policy on capital flows, a key consideration appears to be volatility generated by 
capital movements. This is not always expressive but is reflected in terms of ‘rebounding’ 
of capital flows, with the concern being that the ‘rebound’ may complicate the task of 
policymaking (IMF 2011).The finding that the private capital inflows are not associated 
with higher volatility is surprising at first but is supported by earlier scholarly research 
(Kray 1998 and Bekaert et al 2006). Indeed, Kose et al (2003) support the possibility that 
greater financial integration reduces output volatility. 

Mohan (2011) points to the success of many emerging markets in slowing the pace of 
capital inflows and it helped to maintain policy stability. The emphasis is thus on 
modulating the amplitude of flows rather than on reducing them.The modulation of 
capital flows has the potential to give space for domestic policymaking and financial 
institutions to adjust. That objective is consistent with views that harmful volatility arises 
from an interaction of fragile domestic conditions with external economic developments. 
But such a judgement will be ultimately be made by policymakers in the time and space 
in which they operate. 

Policy Regime Changes in International Financial Framework and Investment 
Flows: 

• Economic change: trade liberalization, deregulation, expansion of the global 
market place 

• The ability of states to determine their own affairs, particularly in economic 
terms. 

• Access to benefits of International Investment flows may be uneven, particularly 
for low-income countries that may be marginalized.  

• The increased risk of financial market instability can be managed. 
• Empowering national authorities to deploy a broader range of development 

policies. 
• Establishing predictable and comparable regulatory regimes to facilitate the 

international movement of both labour and capital 
• Achieving effective coordination in financial regulation and tax cooperation. 

The increases in economic cross-border flows that have resulted in more “open” 
economies are a result, in part of World Trade Organization, International Monetary Fund 
and World Bank policies. All this change is supported by a new international architecture 
to economic blocs such as the European Union, the Organization of Petroleum Exporting 
Countries and the North American Free Trade Agreement.  This architecture supports and 
facilitates the benefits of globalization. 

Investors and governments need to modifytheir performance in support of long-term 
investment. Governments should better consider the impact of regulatorydecisions on 
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long-term investments. They also have a fundamental role in creating the conditions to 
encourage theflow of capital from savers to long-term investments and investors have to 
promote long-term strategies and align theirdecision-making structures with their long-
term mandates.Internationally integrated economy can lead to a better division of labour 
and the right conditions for companies to exploit greater economies of scale. The 
available capital can be shifted to most productive investment 
opportunities.Internationalization is the process of extending national activities across 
borders. Typically, it is used to describe the expansion of economic activities from one 
country to another.  
 
So much was changing as serious dynamic quantitative techniques to model expectations 
under uncertainty entered the field.  Broadly speaking, much of what we did then was 
work through the economic policy implications of this new looking ahead or rational 
expectations way of thinking. The problem if time inconsistency arisesbecause 
expectations of policy had their own predictable effectsin policy regimes rather than one 
time changes in the policy instruments.  Therefore, thinking of plans for future 
uncertainty became a necessary portion of policy analysis.  
 

Three Recent Policy Reforms at the International Financial Institutions 

The recent policy changes reforms in the international financial institutions and their 
policies towards emerging markets and developing countries. The policy changes and its 
significance  highlightsthe use of collective action clauses in sovereign debt, the 
development of clearer limits and criteria for exceptional borrowing by countries from 
the official sector and the greater use of grants rather than loans from the international 
financial institutions to poor countries. 

There have been other policy changes, including increased transparency which has been 
part of a global trend at central banks and other financial institutions for a number of 
years.  There has also been a significant streamlining of conditionality in IMF programs 
and a noticeable increase in the use of measurable results in World Bank projects.  It is 
necessary to focus on these three reforms today as they relate to the anticipations issues.  

Changing Market Environments, Financial Crises and the Need for Policy Reform 

An important motivation for these reforms is that international financial markets have 
undergone fundamental changes in the past decade.  First, securities are a much bigger 
percentage of cross-border financial flows than in earlier years when bank loans were a 
larger percentage. This trend began in the late 1980s and is continuing today. An 
important implication of this change is that restructuring government debt-with literally 
hundreds of thousands of bond holders in many different countries-became much more 
difficult and uncertain than when debt had been in the form of bank loans to a few banks 
or syndicates.  

A second change is the increase in the volume of private capital flows.  Private debt and 
equity flows grew to be much larger than official lending from the international financial 
institutions. Even cross-border transfer payments are now predominantly private with 
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remittances alone much larger than transfers of resources from the international financial 
institutions and other aid agencies. A third change is that financial markets are more 
interconnected than in the past, which is one of the reasons for the concerns about 
contagion. The cross-
reversals of flows became more frequent.  

Both the number and severity of financial market crises 
markets were perceived by investors as so crisis
emerging markets as a whole fell sharply
class.  These crises were providing clear evidence that the systemic changes in the 
world's financial markets required systematic changes in the policy framework 
underlying the international financial system. They tended
than strategy.  They 
regime. They tended to be government
large loans by the official sector. 
between market environment, financial crisis and policy reforms to tackle the 
international investment.  

Figure 1shows the changes required in 
Strategy Reforms to trap the International Investment.
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The creation of more stable financial system and a better environment for sustainable 
growth is most important to mitigate the damaging effects of volatile capital flows and 
commodity prices.Country need to improved international financial regulation to bear 
with the more risk and capital flow volatility, including through appropriate capital 
controls and macro-prudential regulatory reforms imposing counter-cyclical biases in 
rules for reserve requirements and bad-debts provisioning.   International tax coordination 
and increasing bank secrecy are needed for comprehensive financial regulatory and 
supervisory reforms.  There is a need for a basic revision of existing mechanisms of 
compensatory financing designed to cope with external stun. Such revisions should 
ensure more adequate availability of easier access to international liquidity, especially for 
developing countries, by modifying the terms of access to such resources along the lines 
of recent reforms of IMF credit facilities but with a further easing of access, especially 
for low-income countries, through alignment with national development strategies and 
new aid modalities. 

The sustainable balancing of the world economy will take many years, the 
implementation of such a framework cannot be left to informal consultations. It requires 
proper institutionalization within the multilateral system and establishment of 
enforcement mechanisms to make policy coordination effective and accountable.A new 
system needs to be developed that the system should allow for better pooling of reserves 
at the regional and international levels to create a more stable global financial system. 
The release of such international liquidity could also underpin the financing of 
investment in long-term sustainable development.The new multilateral financial authority 
is required to ensure coherence between the global financial regulatory framework and 
multilateral trade rules.  The restructuring functions and to equipping of these institutions 
are resources necessary to enable them to effectively safeguard global financial stability, 
coordinate macroeconomic policies and provide adequate long-term development 
financing.  There is a need for creating new multilateral agency to enforce the rules to 
establish for better and more comprehensive international financial regulation and 
supervision. 

The governance structure of IMF and the World Bank must be reformed so as to more 
adequately reflect changes in the weights of actors in the world economy and to be more 
responsive to current and future challenges, thereby strengthening effectiveness is 
possible.   The global crisis has provided painful evidence of the weaknesses of the 
present system. The issues of climate change and demographic changes demand even 
greater coherence among the spheres of global governance and between decision-making 
processes at the global and national levels. 

To conclude a StrategyEstablishment Changesin International Financial Structure 
and Investment Movements 

In today’s world of increased economic and political interdependence, achieving a broad-
based, rapid and sustained growth in employment and incomes involves even more 
complex strategy challenges than those of the past. To sum up, the important point was 
missing from the international financial policy framework, namely more predictability, 
more accountability, more transparency, proper execution and more systematic behavior 
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on the part of the official sector.  More focus needed to be placed on what public sector 
actions were likely to be in a given circumstance, on what accountability there would be 
for those actions and on what the strategy and the principles behind the actions were. The 
strategy regimes and time inconsistency is most important as recommended by 
Guillermo. 
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