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Session structure

1. The importance of politics for development
2. What is political economy analysis?
3. Pointers for applied political economy analysis
4. Pointers and principles for working politically



Part 1 – Why politics matter?



The Primacy of Politics 
“poor countries are not poor because they lack resources, but because 

they lack effective political institutions”



What we talk about, when we 
talk about politics

• Thinking politically …
• Developing more practical political economy analysis 

tools and making wider use of such analysis

• Working politically … 
• Navigating the interests and incentives in the delivery 

of assistance programmes

• Advancing political goals ...
• Direct efforts to stimulate political processes and 

reform institutions to promote developmental change



Discussion



Part 2 Political Economy Analysis 



Looking beneath 
the iceberg…
• Visible formal processes
• But more important…
• Political processes
• Economic processes
• Social processes
• Formal and informal 

institutions
• Rents and patronage
• Relationships, incentives, 

ideas and interests…



How development happens: an alternative 
explanation (4)

: AN

Institutions (formal and 
informal) emerge through 
local processes of 
bargaining between 
different interest groups
and aspirations in society to 
find common interests 
between elite and non-
elite groups.

Common interests include 
maintaining peace and 
social order or generating 
economic growth.

The outcome is referred 
to as a political 
settlement or social 
contract.



What is an economic rent?

The political settlement usually centres on who has access and control over 
economic rents:

Rents are the difference between what a factor of production (land, labour or 
capital) is paid and how much it needs to be paid to keep it in its current use -
an “extra” income associated with control of resources that are in limited  
supply, including mineral wealth; monopolistic business opportunities, 
including those created  by government regulation; and government decision-
making (e.g. awarding contracts)

• Rents may be legal or illegal (corruption), and may arise as a result of 
government regulation or market failure.

• Negotiation over who controls and profits from rents is often key to the 
maintenance of social and political stability.

• Rents can be used for self-enrichment or may be productively reinvested.



Political settlement - limited access orders

• Political elites divide up control of the economy, each 
getting some share of the rents. 

• Since outbreaks of violence reduce the rents, the 
elite factions have incentives to be peaceable most 
of the time.

• Rents used to buy the support of powerful groups 
and to pay for centralised security functions.

• Non elite groups are excluded from rents but enjoy 
social order and peace.

Reference: North D.C., Wallis J.J., Webb S.B., Weingast B.R. 
(2007) Limited Access Orders in the Developing World: A New Approach 
to the Problems of Development, Policy Research working paper, WPS 
4359, World Bank, Washington, D.C. 



TWP thinking – key implications for 
practitioners
• Recognise that development is fundamentally concerned with overcoming 

collective action problems through state-society bargaining.
• Adopt a capacity development approach building on institutions that are 

already there rather than importing developed country models of ‘good 
governance’.

• Offer advice based on ‘best fit’ rather than ‘best practice’.
• Seek a brokering and facilitating role rather than attempting to direct the 

development process.
• Deepen understanding of the local context and political economy (institutions, 

interests and incentives).
• Recognise that development agencies have incomplete knowledge and results 

come through adaptation, experimentation and learning.



Political Economy Analysis –
Central Features

• Structural and institutional features
• Factors shaping the political and institutional environment
• Formal and informal “rules of the game” “institutions

• Bargaining Processes
• How does politics work in practice?  Political settlements and elite bargains.

• Stakeholders/Agents
• Who are the “players” within the rules? Which actors or agents are involved in the process of 

change?

• Incentives, interests and ideas
• What are the principal motivations to change, or to resist change?

From The Beginners Guide to Political Economy Analysis, 2017



Political Economy Analysis –
Central Features



PEA – From Marx to Machiavelli to Nudge 



Structural factors
Foundational / structural factors are deeply embedded factors that shape the broad 
character of the state and political system. Many have long term origins and may be 
slow to change.

Questions to ask:
What long-lasting or deep-seated features of the region, the state or the society must 
be noted in order to understand the way institutions work and people behave in the 
context or field of problems under consideration?
For example:

• The extent of the state’s territorial control and revenue base
• Geostrategic factors
• Colonial legacies
• The social class structure



The allocation of power reflected in the institutions, norms and values

• What are the key characteristics of the political settlement?
• What deals have been made between elites to divide power and access to 

resources (e.g. rents)?
• Or between elites and their constituencies (e.g. patronage)

• To what extent is political power personalised or vested in strong institutions?

• How does the system of political and electoral competition affect the problem 
in hand? 

• What are the economic institutions affecting markets, competition and the 
creation of economic rents

• How do gender relations affect power and rights?

Rules of the game



Understanding the interaction between 
institutions, individuals and incentives

Understanding the games within the rules – how power is 
exercised in practice:

• Who holds power, authority and legitimacy?
• Over whom do they exercise authority?
• What are the sources of that power and authority?
• How do different influential figures relate to each other 

or reach agreement?
• What are the principal interests, ideas and incentives at 

work in these interactions?



Behaviour and politics –
the human factor

• Institutions are collections of individual humans
• The quality of politics is determined by the outlook and behaviour of individuals

• What does all this look like through the eyes of those inside the 
institution?
• Why the political is always personal

• Understanding human resistance to change 
• ‘loss aversion’ means the fear of losing always overrides the prospect of gaining

• The importance of reciprocity
• Understanding negotiation and compromise

• Peer pressure and establishing new behavioural norms
• How do we establish the ‘new normal’



Discussion



Part 3 What’s Thinking Politically?



Part 3 What’s Thinking and Working Politically?



ESID: three types of PEAs



From global level to issues-
based analysis

From contextual to more 
operational analysis  

Global issues

Regional PEA

Country-level 
PEA

Sub-national

Sectoral-
PEA

Problem focussed PEA

Different levels of PEAs



Everyday political economy analysis

Quick at your desk analysis in 2 steps…

Source: Everyday Political Analysis, Hudson, Marquette and Waldock, DLP (2016)



A gendered approach 

Source: DLP Politically-informed, gender-aware programming (2018)

• PEA and gender analysis both 
look at power but ... PEAs are 
often gender-blind - yet formal 
spaces are dominated by men 

• Use participatory approaches 
for a gendered PEA to:
• Include women’s voices in the 

analysis 
• Identify barriers to change from 

a gendered-angle
• Avoid reinforcing exclusionary 

power relations
• Identifies different opportunities 

for change



Discussion



Part 4 What does it mean to Work Politically?



Recurrent themes in TWP

• Politically-smart 
• Locally-led 
• Iterative problem-solving 
• Brokering relationships 
• Flexibility 
• Long-term commitment 
• Iterative and integrated monitoring and evaluation 



Political Analysis as Change Management



• Be realistic
• An effective parliament makes functional politics more likely, but doesn’t 

make it inevitable.
• Political change is contingent and donor influence is limited

• More responsibility, less control
• Be clear about whose job it is to “fix” things
• Enabling, not implementing - Political change takes time, and has to be 

driven locally.

• All change is political
• Any improvement will alter the balance of power: understand who wins 

and who loses

• Think big, act small
• Political change tends to be slow and incremental, not seismic and sudden

Principles for international assistance



An analogy from the PDIA 
people

https://www.youtube.com/watch?v=F6OKxUkGnF8

https://www.youtube.com/watch?v=F6OKxUkGnF8


Working politically is a skill, not a system

“There is no right or wrong approach when it comes 
to understanding how or why humans create and/or 
resolve problems, and for that reason the elements 
are a guide, not a template …”

The Beginner’s Guide to PEA


