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1. Project Data

Project ID Project Name 
P110050 HN Improving Public Sector Performance

Country Practice Area(Lead) 
Honduras Governance

L/C/TF Number(s) Closing Date (Original) Total Project Cost (USD)
IDA-50200 31-Dec-2015 18,200,000.00

Bank Approval Date Closing Date (Actual)
06-Dec-2011 31-Dec-2015

IBRD/IDA (USD) Grants (USD)

Original Commitment 18,200,000.00 0.00

Revised Commitment 6,751,176.65 0.00

Actual 4,952,394.07 0.00

Sector(s)
Central Government (Central Agencies)(100%)

Theme(s)
Public expenditure, financial management and procurement(42%):e-Government(30%):Administrative and civil service 
reform(22%):Managing for development results(6%)

Prepared by Reviewed by ICR Review Coordinator Group
Judyth L. Twigg Robert Mark Lacey Lourdes N. Pagaran IEGEC (Unit 1)

2. Project Objectives and Components

a. Objectives
According to the Financing Agreement (p. 4) and the Project Appraisal Document (p. 4), the project's objectives were "to strengthen the 
management of public finances and to establish a more efficient, effective and transparent public procurement system through: (i) upgrading 
the public financial management system; (ii) upgrading the procurement platform; (iii) enhancing the internal control systems over personnel 
expenditures; and (iv) building capacity of the Central Administration."
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b. Were the project objectives/key associated outcome targets revised during implementation?
No

c. Components
The project contained five components:
 
Component 1. Strengthening and Consolidating Financial Management Systems (appraisal, US$ 7.9 million; actual, US$ 1.62 million).  
This component was to upgrade the technological platform of the financial management system (SIAFI) and to strengthen its conceptual 
and functional framework in order to provide more efficient processing and effective access to financial management information.  It was to 
include the design and implementation of a long-term capacity building strategy for SIAFI operators.  The component was to be 
implemented by the Modernization Unit (UDEM) in the Ministry of Finance (SEFIN).
 
Component 2. Strengthening the Public Procurement System (appraisal, US$ 4.7 million; actual, US$ 0.48 million).  This component was 
to create a regulatory body with specific goals and objectives, strengthening overall governance, transparency, and compliance in the 
public procurement system.  Three key areas were to be addressed: strengthening compliance and transparency through the existing e-
procurement platform HonduCompras (including the development of a module to link that platform with SIAFI and of a standard template 
for procurement plans); institutional strengthening of the National Procurement Office (ONCAE); and design and implementation of a new 
e-procurement platform.  This component was to be implemented by ONCAE in SEFIN.
 
Component 3. Improving Public Sector Human Resource Management (appraisal, US$ 3.7 million; actual, US$ 1.85 million).  This 
component was to improve human resource management in the public sector through enhancing controls over personnel expenditures 
(through the implementation of process-based and transaction-based payroll management audits), and through improving the attraction 
and retention of qualified personnel to increase gradually the professionalization of key positions in selected institutions.  This component 
was to be implemented by the Project Coordination Unit (UAP) in SEFIN and the Presidential Technical Assistant Unit (UATP) in the 
Secretariat of the Presidency.
 
Component 4. Strengthening Government Monitoring and Evaluation Capacity (appraisal, US$ 0.8 million; actual, US$ 0.23 million).  This 
component was to support the implementation and institutionalization of a results-based monitoring and evaluation system, including 
design and implementation of a new technological platform, development of indicators and targets for selected groups of ministries, and 
design and implementation of an incentive system to promote the use of performance information. This component was to be implemented 
by the UATP in the Secretariat of the Presidency.
 
Component 5. Project Coordination (appraisal, US$ 1.1 million; actual, US$ 0.63 million).  This component was to support coordination to 
oversee project implementation, including carrying out project and operational audits.  It was also to develop a transition strategy to 
prevent negative impacts due to unforeseen changes in priorities or turnover of counterparts with the anticipated change in government 
administration two years into project implementation.  The UAP-SEFIN was to be responsible for project coordination, and the UATP was 
to be responsible for the transition strategy.

d. Comments on Project Cost, Financing, Borrower Contribution, and Dates
Costs:  Total planned costs at appraisal were US$ 18.2 million.  Actual costs were US$ 4.81 million, or 26.4% of appraisal, with the 
underspending due largely to uneven government commitment throughout the project's lifetime and inadequate project oversight (see 
Section 9).
 
Financing: The project was to be financed by an International Development Association Credit in the amount of SDR 11.7 million (US$ 
18.2 million equivalent).  At the request of the government, SDR 7.9 million (US$ 13.39 million equivalent) was cancelled on December 
31, 2015, with the unspent funds channeled to other IDA operations in the country.  This amount was cancelled due to lack of progress in 
the achievement of the development objectives resulting from a combination of factors, including lack of political support for the 
implementation of some planned activities and limited coordination capacity of the Project Implementation Unit.
 
Borrower Contribution: No Borrower contribution was planned or made.
 
Dates: The project closed as scheduled on December 31, 2015.
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3. Relevance of Objectives & Design

a. Relevance of Objectives

The project's objectives were substantially relevant to country conditions at the time of appraisal.  A 2009 Institutional Governance Review had 
found strong evidence of patronage and clientelism practices in public service management, inadequate transparency, and weak organization 
of the civil society groups that might have represented the interests of Honduran citizens.  Efforts to improve governance had been made, but 
overall policy discussions lacked focus on performance.  Overall, public trust in government and basic institutional capacity of the state 
were extremely low.  The objectives were also substantially relevant to Government strategy.  A Transparency and Anticorruption Action Plan 
for 2011-2014 aimed to address ineffective, inefficient, and non-transparent public sector governance, with a particular focus on weak 
institutional capacity in public procurement, planning, and human resource management.  The Government's current National Plan (2010-
2022) substantially reflects the project's objectives through its focus on creation of a modern, transparent, responsible, efficient, and 
competitive state.  The World Bank Group's Country Partnership Strategy (CPS) covering the project from appraisal through closing (FY 2012-
2014, later extended to 2015) also substantially reflects the project's objectives through its third Strategic Objective to enhance good 
governance, with a key instrument expected to deliver improved accountability in public expenditures; the project was prepared in parallel with 
the CPS and presented to the Board as part of a single package.  The current Country Partnership Framework (2016-2020) sets forth areas of 
engagement linked to institutional strengthening, but in the form of cross-cutting themes rather than a recommendation for a discrete operation 
supporting governance systems.

Rating
Substantial

b. Relevance of Design

The project's major planned interventions involved process improvement and upgrading of functional and technological frameworks for existing 
information technology systems.  These planned activities were plausibly and logically connected to achievement of the project's objectives.  
The upgrading of the technological platform of the SIAFI, and particularly its integration with HonduCompras, was likely to lead to increased 
efficiency and effectiveness of public procurement, and the planned improvements in human resource management and M&E (including the use 
of performance information across the board) would be expected also to increase transparency.
However, the anticipated four-year time frame for implementation of activities was unreasonably optimistic.  Studies by the Bank, available at 
the time of project appraisal, indicated that the average integrated financial management system project took 7.9 years, with the majority in the 
five- to ten-year range.  The context for this project was not favorable for falling into the shorter end of this time span, as limited fiscal space and 
procurement processes predictably produced long bidding processes.  The project did not plan for the type of change management campaign 
(with the exception of communication on the results of payroll audits) that would have been required for buy-in across stakeholders.  The 
project's components also did not plan adequately for managerial leadership and coordination across the multiple agencies involved.

Rating
Modest

4. Achievement of Objectives (Efficacy)
PHREVISEDTBL

Objective 1

Objective
Strengthen the management of public finances
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Rationale
Outputs:
 
Although it was originally agreed to change the underlying conceptual model of the integrated financial management system, the 
government decided to create a new system without fundamental underlying changes, primarily due to the government's desire to move 
forward with a specific sole-source contractor.  As a result, the planned upgrading of the public financial management system was not 
implemented.  Only a budget formulation module was developed and implemented in 100% of central government and 70% of 
decentralized agencies, not meeting the target of 100% of central government and 70% of decentralized agencies using a fully updated 
system across the board.  Training of over 1,000 employees on the budget formulation module, from all of central government and 70% of 
decentralized agencies, took place, but planned accreditation processes were not implemented.
 
While payroll audits and functional reviews of payroll management systems were done in select institutions covering 80% of the central 
government payroll (Education, Health, Infrastructure, and Security), action plans for implementation of those recommendations had been 
drafted but not carried out at project closing.  No corrective actions were implemented to enhance control over personnel expenditures in 
identified high-risk areas.
 
No activities were implemented to address the high degree of politicization of appointments to professional positions in key institutions.  A 
planned human resources management strategy document was not elaborated.
 
Four sector cabinets (Economic Development, Social Development, Productive Infrastructure, and Governance and Decentralization) 
developed and implemented an M&E system with indicators and goals, and based decisions on information provided by that system.  This 
did not reach the target of six sector cabinets, and a planned user satisfaction survey was not implemented.
 
Following a change in government administration in 2014, a Project Steering Committee was established to help improve implementation.  
All fiduciary staff were maintained.  While no formal transition document was drafted, the transition to the new administration therefore took 
place.
 
Outcomes:
 
The budget formulation module is now linked to the Medium Term Expenditure Framework, reportedly offering an improved budget control 
mechanism that can avoid the creation of new commitments without sufficient funding.  No data are offered by the ICR, however, to support 
this claim.
 
The project intended to achieve a rating of "A" on the Public Expenditure and Financial Accountability (PEFA) indicator "stock and 
monitoring of expenditure payment arrears."  The most recent rating in March 2013 was B+, unchanged from 2011.  Project activities meant 
to contribute to this result were initiated only in 2014, and there is no available PEFA or PEFA-like evaluation to determine the current 
position.
 
The Open Budget Index score increased from 11 out of 100 in 2011 to 53 in 2012, but then dropped to 43 in 2015 due to lack of 
comprehensive publicly available budget information during the formulation process.  The target of 50 was therefore achieved only 
temporarily.  A planned user satisfaction survey was not implemented.
 
Honduras' ranking on the Worldwide Governance Indicator worsened from 36.5 in 2011 to 20.7 in 2014.

Rating
Modest

PHREVISEDTBL

Objective 2

Objective
Establish a more efficient, effective, and transparent public procurement system

Rationale



Independent Evaluation Group (IEG) Implementation Completion Report (ICR) Review
HN Improving Public Sector Performance (P110050)

Outputs:
 
Only the bidding documents for a new transactional e-procurement platform were completed.  According to the ICR (p. viii), ONCAE does 
not have the institutional capacity to support the development and operation of a new platform. 
 
Standardized procurement documents (bidding documents, procurement plans, and manuals) were created with project support and 
completed in May 2013, but were not deployed for application during the project's lifetime.
 
The targeted six framework agreements for common use goods were implemented, covering over 5,000 products and generating reported 
savings of US$ 1.215 million equivalent during 2015.
 
Outcomes:
 
The percentage of bidding opportunities (including documents) and contract award information that are published was 10% at appraisal, 
with a target of 80% set by the project.  A sample of contracts actually implemented between 2012 and 2014 indicated that approximately 
30% were registered both in HonduCompras and in Gaceta, the official government newspaper.  Although publication of these documents 
is mandatory under Honduran law, contract award information is still not registered or published automatically.
 
Honduras' ranking on the Transparency International Corruption Perception remains in 2015, as it was in 2010, in the bottom 30% of 
ranked countries.

Rating
Negligible

5. Efficiency

At appraisal, the project was expected to generate economic gains through more efficient use of public finances, improved public procurement 
processes, proper budget execution, and enhanced controls of the public sector wage bill.  However, according to the Project Appraisal 
Document (p. 13) and ICR (p. 14), these parameters are difficult to quantify, and therefore no quantitative analysis is provided.  There was no 
ex-post quantitative analysis or comparative effectiveness exercise.
 
The Government claims to have saved the equivalent of US$ 1.215 million through the six framework agreements for common use goods that 
were implemented, but these are minimal savings in the context of the overall national budget, and the methodology used to calculate the 
savings has not been verified.  The project also reportedly saved US$ 1.8 million by renting space in a commercial data center rather than 
building (as originally planned) its own physical Disaster Recovery Center to mitigate potential business continuity disruptions of the integrated 
financial management system.
 
The extended delays, failure to implement project activities, and disbursement of only 30% of the original credit are indicative of major 
shortcomings in project efficiency.
 

Efficiency Rating
Negligible

a. If available, enter the Economic Rate of Return (ERR) and/or Financial Rate of Return (FRR) at appraisal and the re-estimated 
value at evaluation:

Rate Available? Point value (%) *Coverage/Scope (%)
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Appraisal 0 0
Not Applicable

ICR Estimate 0 0
Not Applicable

* Refers to percent of total project cost for which ERR/FRR was calculated.

6. Outcome

The project's objectives are Substantially relevant to country context, Government strategy, and Bank strategy both at appraisal and at closing, 
while its relevance of design was Modest due to inadequate planning for project management and leadership, change management, and 
appropriate implementation timelines.  Achievement of the objective to strengthen the management of public finances is rated Modest.  Although 
most planned outputs were not completed, especially the introduction of a new integrated financial management system, a budget formulation 
module was developed and implemented.  Achievement of the objective to establish a more efficient, effective, and transparent public 
procurement system is rated Negligible.  The planned new transactional e-procurement platform was not introduced, and bidding documents and 
contact award information are still not routinely made public.  Efficiency is rated Negligible due to extended delays and minimal implementation of 
planned activities.  Taken together, these ratings are indicative of major shortcomings in the project's preparation and implementation, and 
therefore an Outcome rating of Unsatisfactory.

a. Outcome Rating
Unsatisfactory

7. Rationale for Risk to Development Outcome Rating

In the case of this project, very little outcome was achieved, and so this discussion applies to the limited results of the implementation of the new 
budget formulation module.  The Government is committed to continued work on the remaining modules of the new integrated financial 
management system and the recommendations of the human resources action plan, but no funding for these activities has been identified.  
Several reports and analyses were supported by the project, but it is not clear whether or not action will materialize on any of their 
recommendations.  Fiscal constraints are considerable, and there is no follow-on operation planned.  The political context remains highly 
challenging, capacity is weak, and development efforts in general are being implemented unevenly.

a. Risk to Development Outcome Rating
High

8. Assessment of Bank Performance

a. Quality-at-Entry
The project's design was intended explicitly to build on recommendations of the 2009 Institutional Governance Review and lessons from a 
predecessor project: focus on a few key stages of the policy process; base design and anticipated outcomes on realistic expectations and 
country context; and recognize capacity constraints.  The first lesson's guidance is positively reflected in the project's focus on core public 
management areas: the public financial management system, public procurement capacity, personnel expenditure controls, and sector 
strategies and indicators to monitor public sector performance.  Design was also careful to avoid duplication with the efforts of other donors, 
and to front-end planned interventions for completion prior to an expected Government transition in 2014.  A number of risks were assessed 
as high, including the volatile political context, the upcoming change in presidential administration, capacity constraints (especially in relation 
to the complex planned technology procurements), and the involvement of multiple government agencies whose interests were not clearly 
aligned.  Mitigation measures included preparation of appropriate documents and manuals, training, the hiring of dedicated in-country staff, an 
explicit transition strategy to cover the post-election period, and deliberate focus on key results indicators.
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However, these mitigation measures proved to be inadequate very early on.  The project adopted an unrealistic timeline and inadequate 
implementation arrangements.  There was insufficient consideration of the political economy of the proposed reforms, particularly in the area 
of human resources management.  Two peer reviewers provided feedback on the project at the concept stage, and although these reviewers 
had appropriate experience and understanding of the country context, there were key broad technical components (particularly the information 
technology elements) that received no feedback at all.  The project team later confirmed that there were inadequate technical specifications 
and documentation for the major planned information technology procurements.

Quality-at-Entry Rating
Moderately Unsatisfactory

b. Quality of supervision
The Bank team expended considerable effort to move the project forward after the shift in Government commitment immediately following 
effectiveness (see Section 9a).  Its proactivity prevented the project from engaging in direct, sole-source contracting for implementation of a 
new integrated financial management system.  A local focal point among country staff backstopped frequent electronic contact and supervision 
missions.
 
However, there were major shortcomings.  The necessary revisiting of the project's timeline early in the implementation period did not take 
place.  The Bank team missed an opportunity for restructuring, especially with the launch of the new presidential administration in January 
2014.  Instead, it was concluded that only a project extension was necessary, but ultimately the Government did not request an extension.  
Inadequate consideration was given to the significant delay in achieving expected results and the potential benefit of a restructuring in order to 
recalibrate expectations.  Instead, a partial cancellation was processed, at the request of the Government, to re-channel funds to other Bank-
financed operations.
.

Quality of Supervision Rating 
Unsatisfactory

Overall Bank Performance Rating
Unsatisfactory

9. Assessment of Borrower Performance

a. Government Performance
Project design was closely coordinated with the Secretariat of the Presidency, with a specially appointed presidential official responsible for 
articulating project priority areas.  However, Government commitment and political will were uneven throughout the project's lifetime, due 
largely to disagreements over the approach to information technology procurements and then the political environment surrounding 
the presidential election.  Engagement with the Ministry of Finance was problematic, with focus only on technology upgrades rather than 
more broadly also on public procurement and human resource management.  The choice of technology was also controversial, with the 
Ministry initially abandoning the solution agreed upon during project preparation and instead insisting on a specific off-the-shelf product to 
be purchased on a sole-source basis.  The Bank objected to this approach on both technical and contracting grounds. As the November 
2013 election approached, a change in the Ministry's leadership produced agreement on the technical and procurement approach, but by 
this time the leadership's focus was on the election.  After the election, the new administration was considerably more focused, and a new 
project coordinator and Steering Committee resulted in improved implementation and monitoring.  However, for most of the project period, 
the project lacked a champion within Government and a clear understanding of roles and responsibilities.  Overall, the early lack 
of commitment and political will across Government and executing agencies slowed implementation progress and resulted in non-
completion of planned outputs and consequent non-achievement of outcomes.  These initial challenges were never fully overcome.  Only 
UATP consistently implemented activities under its mandate.

Government Performance Rating
Unsatisfactory
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b. Implementing Agency Performance
A Project Coordination Unit was established within the Ministry of Finance to address the challenges of working with multiple agencies 
(UDEM, ONCAE, and UATP), but it did not have the influence to resolve disputes and negotiate among competing interests.  Overall, the 
project lacked leadership, sufficiently high-level oversight, and accountability.  Some of the individual implementing entities also displayed 
major shortcomings.  Almost all of the National Procurement Office staff resigned when the agency was mapped to the Ministry of Finance 
and its salaries were aligned downward, and even after this issue was temporarily addressed (through exceptional Bank financing of 
consultancies for almost one year), there was insufficient capacity to implement the planned upgrade of the e-procurement platform.  The 
Presidential Technical Support Unit was able to launch the human resource management activities under its purview only toward the end of 
the project's lifetime, and its development of M&E systems extended to only four of the six planned sectoral cabinets.

Implementing Agency Performance Rating 
Unsatisfactory

Overall Borrower Performance Rating 
Unsatisfactory

10. M&E Design, Implementation, & Utilization

a. M&E Design
The PAD (pp. 16-18) contained a results framework specifying key outcome and intermediate results indicators, with appropriate timelines and 
establishment of responsibility for data collection and analysis.  All of the executing agencies had responsibility for data reporting, with 
the Project Coordination Unit in the Ministry of Finance the intended focal point for consolidation.  The project's Operational Risk Assessment 
Framework included several provisions related to M&E: the conduct of annual compliance audits, results indicator sections in supervision Aides 
Memoire, and close dialogue with Government (including a mid-term review).  Targets were primarily output-oriented, focusing on achievement 
of activities rather than evidence of outcomes.

b. M&E Implementation
M&E implementation began only well into the project period (late 2013), after an M&E specialist had been hired; the ICR does not specify why 
this step was not taken earlier.  After the M&E specialist was brought on board, results were reported and captured in Implementation Status 
Reports, with one exception: payment arrears.  This indicator relied on verification from a Public Expenditure and Financial Accountability 
assessment, but after a 2013 report was completed, no follow-up or similar evaluations were conducted.  Only one annual operation audit was 
performed (in 2015) to validate results, despite this having been a legal covenant.

c. M&E Utilization
As M&E implementation did not begin until late 2013, there were no adjustments or attention to bottlenecks until April of 2014, when the new 
Project Steering Committee was created.  Until this point, decisions about project implementation were more politically driven.

M&E Quality Rating
Modest

11. Other Issues

a. Safeguards
The project was environmental category "C." However, at approval, OP 4.01 (Environmental Assessment) was triggered because a disaster 
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recovery center was going to be refurbished, entailing minor rehabilitation work.  An Environmental Management Framework was 
developed.  Ultimately, however, the planned refurbishment activity never took place.

b. Fiduciary Compliance
Financial Management: Throughout implementation, the project's financial management performance was rated Moderately Satisfactory or 
Satisfactory in supervision reports.  Credit proceeds were used for their intended purposes, there was an appropriate level of transparency to 
ensure oversight and control, and legal financial management-related covenants were met.  Annual operational audit reports were not submitted 
in a timely manner during the first two years of implementation, but after that point, interim financial reports and annual financial audits were 
submitted in a timely manner.  The ICR does not state whether these external audits were qualified.  The project team later confirmed that 
audits over the last three years of the project had no qualifications.
 
Procurement: Performance was rated Moderately Unsatisfactory in supervision reports during the first two years of implementation, after which 
(in mid-2014) improvements resulted in Satisfactory ratings.  No major issues arose with procurement throughout the project's lifetime, largely 
because of the Bank's due diligence.  The Project Coordination Unit was well versed in Bank procurement policies and submitted necessary 
documents in a timely manner.

c. Unintended impacts (Positive or Negative)
None reported.

d. Other
---

12. Ratings

Ratings ICR IEG Reason for 
Disagreements/Comment

Outcome Unsatisfactory Unsatisfactory ---

Risk to Development Outcome Negligible High

Very little outcome was achieved, 
and the political and economic 
risks to sustainability of this 
outcome are high.

Bank Performance Unsatisfactory Unsatisfactory ---

Borrower Performance Unsatisfactory Unsatisfactory ---

Quality of ICR Substantial ---

Note
When insufficient information is provided by the Bank for IEG to arrive at a clear rating, IEG will downgrade the relevant ratings as warranted 
beginning July 1, 2006.
The "Reason for Disagreement/Comments" column could cross-reference other sections of the ICR Review, as appropriate.

13. Lessons

The ICR developed several lessons, excerpted here:
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•  Procurement of information technology systems through traditional investment operations takes time, commitment, and flexibility.  In this case, none 
of these prerequisites was in place. 

                            
 
                

•  A challenging country context and weak capacity should appropriately temper project ambition.  A focus on fewer, or even just one, of the project's 
major planned outputs may have increased the probability of success.

                            
 
                

•  A lower-level Project Coordination Unit may lack the authority and capacity to guide multiple entities through complex activities requiring 
collaboration and coordination.  A higher-level Steering Committee at the outset may have more effectively produced political consensus on priorities 
and actions.

                            
 

14. Assessment Recommended?

No

15. Comments on Quality of ICR

The ICR is clear, concise, and candidly argued.  It brings additional evidence, from outside the project's formal results framework, to bear on its 
discussion of outcomes.  Its assessment of the project's quality at entry and results framework weaknesses is particularly insightful.  A 
shortcoming was lack of discussion of external auditing of project accounts.

a. Quality of ICR Rating
Substantial


