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WHY 
POLITICAL 
ECONOMY 
ANALYSIS?

POLITICS MATTER IN DEVELOPMENT. 

INVESTING IN ACQUIRING A BETTER 

UNDERSTANDING OF WHAT MOTIVATES 

PEOPLE, AND WHY, CAN IMPROVE 

PROJECT DESIGN AND 

IMPLEMENTATION. 

 

A POLITICAL ECONOMY ANALYSIS LOOKS 

AT THE DISTRIBUTION OF POWER 

BETWEEN DIFFERENT GROUPS AND 

INDIVIDUALS IN SOCIETY AND THE 

FACTORS THAT CREATE, SUSTAIN AND 

TRANSFORM THESE RELATIONSHIPS 

OVER TIME. 

Helps determine the incentive 

structure that drives the behaviour 

of individuals and organisations and 

explains why things work the way 

they do

Supports the design of change 

strategies that try to address the 

underlying reasons why problems 

persist

Provides an analytical framework 

that can help generate new 

knowledge and stories that can be 

shared and discussed.

A POLITICAL ECONOMY ANALYSIS:  



A problem-driven political economy 

analysis is done during the initial 

stages of a project when the 

strategy and direction is being 

defined. It aligns well with the 

principles of adaptive programming 

and can help the design of pilots 

and experiments for testing 

solutions. A problem-driven political 

economy analysis can be easily 

integrated into a problem-driven 

project design (here). 

The political economy analysis approach that we describe here 
is a problem-driven approach, which aims to understand and 
resolve a problem in relation to a specific policy issue 

Depending on the resources 

available, a problem-driven political 

economy analysis can involve a team 

of researchers or just one 

researcher. It can last several weeks 

or be a short assignment of just a 

few weeks. The needs and resources 

of the project determine its scope. A 

political economy analysis should 

involve the project team, who can 

bring their knowledge of the context 

and key actors into the analysis. 

WHAT IS A PROBLEM-DRIVEN 
POLITICAL ECONOMY ANALYSIS? 
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https://capability.fi/wp-content/uploads/2019/03/Problem-driven-project-design_5.3.2019_standard.pdf


PROCESS OF PROBLEM-DRIVEN 
POLITICAL ECONOMY ANALYSIS  

this step involves identifying the problem, scope and duration 

of the analysis and developing the political economy analysis 

plan.  

03

STEP I
DEFINING PROBLEM OF THE PROJECT 

AND PURPOSE OF THE STUDY: 

Steps of a problem-driven political economy analysis 

Once the problem-driven political economy analysis results are used 

to inform the design of the strategy and the direction of the project, 

the study should not be shelved. Problem-driven political economy 

analysis can be scaled and repeated throughout the project to inform 

strategy changes, the design of pilots and experiments.  



STEP   I I
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this step analyses the historical, social and political legacies of the 

problem. These tend to be fixed or slow to change, such as 

geography, natural resources, geopolitics, historical legacies, cultural 

norms, class structure, education system, technological progress, 

religion, language, ethnicity, etc. This step usually involves a review of 

project and research literature. Experts can facilitate a conversation 

with the project team and use semi-structured interview questions to 

interview key informants.

this step analyses formal and informal rules that govern behaviour 

and identifies actors interested in the problem. It includes policy 

analysis as a desk review, followed by a series of facilitated 

conversations with the project team and/or project partners, and 

interviews with key informants. 

FOUNDATIONAL FACTORS:  

INSTITUTIONS AND ACTORS: 
STEP   I I I

REGULATORY ANALYSIS,

Depending on need, the specific activities/tools that can be used 

during this step are:

which reviews and summarises the legal and regulatory environment 

affecting the problem. Analysis is usually conducted by political and 

legal experts who can point to the laws, decrees and implementing 

regulations that determine, or are linked to, the problem at hand.

STAKEHOLDER MAPPING, 

which involves a facilitated discussion with the project team and/or 

project partners to map the key (policy) actors interested in the 

problem, the relationship between them, and their degree of power 

to support/oppose reforms to solve the problem. 

Tools like the Alignment and Interest Matrix (here) 

can help to structure the discussion. The output of the facilitated 

discussion could be a map where the key actors are clustered in 

terms of power, interest and influence, etc. The findings from the 

group discussion should be validated through semi-structured 

interviews with key informants.

https://www.odi.org/sites/odi.org.uk/files/odi-assets/publications-opinion-files/6509.pdf


STEP   IV
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which can help reveal the underlying causes of the problem and 

explain the reasons for its recurrent failure to address the issues with 

a technical fix. The analysis includes identifying patterns (similar 

events have been taking place over time), structures (physical things, 

organisational structures, policies, practices and rituals) and mental 

models (attitudes, beliefs, morals, expectations and values that allow 

structures to continue functioning as they are). 

THE ICEBERG DIAGRAM,  

CONVERSATIONS ABOUT RECENT EVENTS, 

which involve a facilitated discussion with the project team and/or 

project partners to discuss leadership changes, institutional 

restructuring, scandals, financial or technological opportunities and 

natural disasters, etc. that relate to the problem at hand. This 

discussion is especially important when conducting a problem-driven 

political economy analysis to adapt to a context change.

IDENTIFICATION OF THE CHANGE SPACE: 

this step of the analysis builds on the findings from the previous steps 

and explores what opportunities for change exist, as well as the 

interest and influence key actors have over the possible changes. The 

discussion and analysis with the project team and project partners can 

be facilitated through tools such as the Triple-A Analysis (Authority, 

Acceptance, Ability) (2). Where the project is already designed using a 

problem-driven approach, this step is part of the design process.



STEP V

(2) Andrews, M., Pritchett, L. and Woolcock, M. (2017) Building state capability. Oxford University 

Press ISBN 978–0–19–880718–6, https://bsc.cid.harvard.edu/building-state-capability-evidence- 

analysis-action. 

(3) Effective States and Inclusive Development Research Centre (ESID) (2015) Making political 

analysis useful: Adjusting and scaling. ESID Briefing Paper No. 12. http://www.effective- 

states.org/wp-content/uploads/briefing_papers/final-pdfs/esid_bp_12_PEA.pdf 

(4) Harris, D. (2013) Applied political economy analysis: A problem-driven framework. London: 

Overseas Development Institute. https://www.odi.org/sites/odi.org.uk/files/odi- 

assets/publications-opinion-files/8334.pdf. 

(5) Menocal, A. R., Cassidy, M., Swift, S., Jacobstein, D., Rothblum, C. and Tservil, I. (2018) Thinking 

and working politically through applied political economy analysis: A guide for practitioners. USAID 

Center of Excellence on Democracy, Human Rights and Governance.  

https://usaidlearninglab.org/sites/default/files/resource/files/pea_guide_final.pdf 

(6) North West Earth Institute, ‘Systems thinking model: The iceberg’ 

 https://www.nwei.org/iceberg/ 
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Working politically requires more than an initial analysis at the 

beginning of the project. In a problem-driven adaptive project, the 

political economy analysis will deepen the understanding of the 

context of the project after each subsequent iteration.  

(1) Andrews, M. (2013) The limits of institutional reform in development: Changing rules for 

realistic solutions. Cambridge University Press. ISBN: 9781139060974.

Relevant readings

SUGGESTIONS FOR PROJECT DESIGN:   

based on the results of the analysis conducted in Steps 1 to 4, this step 

summarises and presents the project team with ideas, suggestions and 

areas for experimentation, and creates stories to be shared with a wider 

audience.

Tools like the Triple-A 

Analysis can be used 

in identification of 

what opportunities for 

change exist

https://bsc.cid.harvard.edu/building-state-capability-evidence-analysis-action
http://www.effective-states.org/wp-content/uploads/briefing_papers/final-pdfs/esid_bp_12_PEA.pdf
https://www.odi.org/sites/odi.org.uk/files/odi-assets/publications-opinion-files/8334.pdf
https://usaidlearninglab.org/sites/default/files/resource/files/pea_guide_final.pdf
https://www.nwei.org/iceberg/
https://bsc.cid.harvard.edu/building-state-capability-evidence-analysis-action
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