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Research on International Financial Institutions and Japanese Consulting Firms
(IDCJ In-house Research Study)

SUMMARY

This research study has examined the current status of the participation of Japanese development consulting firms in the
projects financed by major international financial institutions (IFIs) and the perceptions of Japanese consultants by the concerned
parties in Japan and the institutions. Then, the implications for Japanese consultants were presented so that they can become more
and better associated with IFIs.

IFls such as the World Bank have been recognizing increasingly the importance of trust funds established in the institutions
by external donors, as a new funding source of their development projects. Trust fund resources are most commonly used for grant
instruments such as technical assistance projects to complement the investment projects implemented from the institution’s own
resources. Thus, trust funds play a role as a major funding source of consultant services.

Five major trust funds established by the Japanese Government were reviewed: The Policy and Human Resources
Development Trust Fund (PHRD) and the Japan Social Development Fund (JSDF) in the World Bank; the Japanese Technical
Assistance Trust Fund (TATF) in the International Finance Corporation (IFC); and the Japan Special Fund (JSF) and the Japan
Fund for Poverty Reduction (JFPR) in the Asian Development Bank (ADB). PHRD and JSF have supported the operations of the
World Bank and ADB respectively in a wide range of areas for more than 20 years and are highly appreciated by the institutions.
These trust funds also serve as a model for the institutions to establish partnerships with newly emerging donor countries. While the
number of projects has been on a downward trend after peaking in the mid-1990s for both the funds, the Japanese Government has
recently set out major reorientations of these programs to utilize the funds more effectively through sharpening their priority areas
and pursuing more collaboration with Japanese bilateral assistance.

The study revealed that very few of Japanese consultants have ever participated in PHRD or JSF projects. However, it would
be more appropriate to describe that the poor record of Japanese firms come more from their approach to IFIs in general rather than
from the nature of Japanese trust funds. From the available data on the contract of consulting services for the World Bank and
ADB, it is observed that a substantial gap exists between the number of contracts concluded with Japanese firms or individuals and
that of contracts with consultants in the other countries with higher records. The general recognition about Japanese consultants by
the concerned persons interviewed in Japan and the US shows that they are: (i) less competitive in project management and English
language skills, (ii) relatively weak in networking with local firms or organizations, and (iii) in less frequent contact with IFls. The
study result suggests that the Japanese consulting firms who intend to better penetrate into the “IFI market” could consider
devoting their efforts to the following challenges: (i) greater focus on priority sectors/areas based on their own strength; (ii) deep
understanding of selection procedures for each IFI’s consultant services; (iii) building of flexible networks with external parties and
within the company; and (iv) promotion of IFIs” awareness of Japanese consultants actively involved in particular sectors such as
education by collective efforts.
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