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"Yeah, | see him too...But nobody wants to talk about it!"

The views expressed in this presentation are the views of the author/s and do not necessarily reflect the views or policies of the Asian Development Bank,
or its Board of Governors, or the governments they represent. ADB does not guarantee the accuracy of the data included in this presentation and accepts
no responsibility for any consequence of their use. The countries listed in this presentation do not imply any view on ADB's part as to sovereignty or
independent status or necessatily conform to ADB's terminology.
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3. What's in a PE Analysis?

4. Things to keep in mind...

5. What ADB has done on this so far




Analysis now at ADB?

« Request by ADF X donors*
» The Board encourages it

» Governance CoP work on political
economy

* Link to GACAP Il




“The WHAT economy?”
You'd be surprised at its coverage...

Comparative A
East and So a{ INTEFRATK
Development
by R.

POLIT]

ECON(

o1

THY o

MAZ

nnnnnnnnnnnnnnnnnnnnnn

MEL

EDWI

Wizl Carsbrkigs Foonamios

Economics
for the

Rest of Us!

MODERN
SOUTH ASIA

History, Culture, Political Economy

& Political Economy Ana

of the

2 % Teesta River Bz

! Santaho
| sidtag Hew car, we ncrease rve
ol . e, ' ITErove sarvce Kr T4
ENNAY I AN SN gy v e =
R0 “; —— —
I L e
_ S .
- .
URAI -
# v b U,
ay [ e B v S L
R IR OO
[o i ' )
: lr' N
= a'la I8 Aa >
: AbALARY
: BARASARAR
\ A R

 SUGKTA BOSE A AYESHAJAIAL ©


http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=mq715AHwwgitsM&tbnid=gHD1rXQ8f_V_FM:&ved=0CAUQjRw&url=http://www.klinebooks.com/cgi-bin/kline/28242&ei=tMEVUt_VGYWKiQe5n4CIDg&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=mq715AHwwgitsM&tbnid=gHD1rXQ8f_V_FM:&ved=0CAUQjRw&url=http://www.klinebooks.com/cgi-bin/kline/28242&ei=tMEVUt_VGYWKiQe5n4CIDg&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=nCjZi904vvUnbM&tbnid=smhJpwER0T0q4M:&ved=0CAUQjRw&url=http://universitypublishingonline.org/foundation/chapter.jsf?bid=CBO9788175968387&cid=CBO9788175968387A009&ei=fMQVUsr9HIyjiAe3z4CoDw&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=nCjZi904vvUnbM&tbnid=smhJpwER0T0q4M:&ved=0CAUQjRw&url=http://universitypublishingonline.org/foundation/chapter.jsf?bid=CBO9788175968387&cid=CBO9788175968387A009&ei=fMQVUsr9HIyjiAe3z4CoDw&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy and south asia&source=images&cd=&cad=rja&docid=GLDJ2dkS8Kj50M&tbnid=NQhIBtgOa03PTM:&ved=0CAUQjRw&url=http://fr.slideshare.net/pwatson451/comparative-political-economy-of-east-and-south-asia-a-critique-of-development-policy-and-management-by-r-c-mascarenhas-5-star-review&ei=Q8UVUsKvBuPRiAfwpYBQ&psig=AFQjCNFURBfIl1U-8RrwFcbnw7nYAcD3bQ&ust=1377244741279673
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy and south asia&source=images&cd=&cad=rja&docid=GLDJ2dkS8Kj50M&tbnid=NQhIBtgOa03PTM:&ved=0CAUQjRw&url=http://fr.slideshare.net/pwatson451/comparative-political-economy-of-east-and-south-asia-a-critique-of-development-policy-and-management-by-r-c-mascarenhas-5-star-review&ei=Q8UVUsKvBuPRiAfwpYBQ&psig=AFQjCNFURBfIl1U-8RrwFcbnw7nYAcD3bQ&ust=1377244741279673
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=umncUdYrb_be5M&tbnid=yE1ZFJzZUnVe9M:&ved=0CAUQjRw&url=http://www.routledge.com/books/details/9780415771269/&ei=X8IVUujjG4b_iAeWvYCIAg&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=umncUdYrb_be5M&tbnid=yE1ZFJzZUnVe9M:&ved=0CAUQjRw&url=http://www.routledge.com/books/details/9780415771269/&ei=X8IVUujjG4b_iAeWvYCIAg&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy and south asia&source=images&cd=&cad=rja&docid=NEpX0Pr18-BrjM&tbnid=5mTwSeNq2WQtIM:&ved=0CAUQjRw&url=http://www.southasiabooks.com/transformation-development-the-political-economy-of-transition-in-india-and-china-p-78036.html&ei=cMUVUveqK8eriAfjpYDAAg&psig=AFQjCNFURBfIl1U-8RrwFcbnw7nYAcD3bQ&ust=1377244741279673
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy and south asia&source=images&cd=&cad=rja&docid=NEpX0Pr18-BrjM&tbnid=5mTwSeNq2WQtIM:&ved=0CAUQjRw&url=http://www.southasiabooks.com/transformation-development-the-political-economy-of-transition-in-india-and-china-p-78036.html&ei=cMUVUveqK8eriAfjpYDAAg&psig=AFQjCNFURBfIl1U-8RrwFcbnw7nYAcD3bQ&ust=1377244741279673
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=Z8FSpr-VUgHZ8M&tbnid=gYXSCHvptmafAM:&ved=0CAUQjRw&url=http://www.ibtauris.com/Books/Economics finance business  management/Economics/Political economy/Investing in the Middle East The Political Economy of European Direct Investment in Egypt.aspx?menuitem={EC6DBD4D-A75B-440A-8650-6AFF3D9D13AC}&ei=p8IVUr_-LoiaiQfCz4FQ&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=Z8FSpr-VUgHZ8M&tbnid=gYXSCHvptmafAM:&ved=0CAUQjRw&url=http://www.ibtauris.com/Books/Economics finance business  management/Economics/Political economy/Investing in the Middle East The Political Economy of European Direct Investment in Egypt.aspx?menuitem={EC6DBD4D-A75B-440A-8650-6AFF3D9D13AC}&ei=p8IVUr_-LoiaiQfCz4FQ&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=5v1Szpumvr2QKM&tbnid=rBGs76fIvY4buM:&ved=0CAUQjRw&url=http://en.wikipedia.org/wiki/Manufacturing_Consent:_The_Political_Economy_of_the_Mass_Media&ei=v8IVUuOpM-WWiQf53YHgDA&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=5v1Szpumvr2QKM&tbnid=rBGs76fIvY4buM:&ved=0CAUQjRw&url=http://en.wikipedia.org/wiki/Manufacturing_Consent:_The_Political_Economy_of_the_Mass_Media&ei=v8IVUuOpM-WWiQf53YHgDA&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=x7MyD-2wGa4AoM&tbnid=5bDwWDUW-xLa7M:&ved=0CAUQjRw&url=http://artsonline.monash.edu.au/news-events/professor-jacqui-true-wins-international-apsas-human-rights-best-book-award/&ei=CsIVUqWeBeuQiQfP9YDwBA&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=x7MyD-2wGa4AoM&tbnid=5bDwWDUW-xLa7M:&ved=0CAUQjRw&url=http://artsonline.monash.edu.au/news-events/professor-jacqui-true-wins-international-apsas-human-rights-best-book-award/&ei=CsIVUqWeBeuQiQfP9YDwBA&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=9BrfrYwKhmMg3M&tbnid=IJ5L8Qd9VDM5IM:&ved=0CAUQjRw&url=http://www.routledge.com/books/details/9780415489324/&ei=N8MVUu7GLevQiAef-YGoCQ&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=9BrfrYwKhmMg3M&tbnid=IJ5L8Qd9VDM5IM:&ved=0CAUQjRw&url=http://www.routledge.com/books/details/9780415489324/&ei=N8MVUu7GLevQiAef-YGoCQ&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy and south asia&source=images&cd=&cad=rja&docid=3B8PhNvYczl6eM&tbnid=yU96f9dDo-fGlM:&ved=0CAUQjRw&url=http://www.homeshop18.com/modern-south-asia-history-culture-political-economy/author:sugata-bose/isbn:9780415779432/books/history/product:27546804/cid:13485/&ei=GMUVUq73JqawiQfgxoGACQ&psig=AFQjCNFURBfIl1U-8RrwFcbnw7nYAcD3bQ&ust=1377244741279673
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy and south asia&source=images&cd=&cad=rja&docid=3B8PhNvYczl6eM&tbnid=yU96f9dDo-fGlM:&ved=0CAUQjRw&url=http://www.homeshop18.com/modern-south-asia-history-culture-political-economy/author:sugata-bose/isbn:9780415779432/books/history/product:27546804/cid:13485/&ei=GMUVUq73JqawiQfgxoGACQ&psig=AFQjCNFURBfIl1U-8RrwFcbnw7nYAcD3bQ&ust=1377244741279673
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy and south asia&source=images&cd=&cad=rja&docid=VlnNKbPQ6zHCkM&tbnid=TJYghhNB9KOK8M:&ved=0CAUQjRw&url=http://www.cambridge.org/us/academic/subjects/geography/human-geography/understanding-green-revolutions-agrarian-change-and-development-planning-south-asia&ei=H8YVUvOsBs2jiAfH7YCwCA&psig=AFQjCNFURBfIl1U-8RrwFcbnw7nYAcD3bQ&ust=1377244741279673
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy and south asia&source=images&cd=&cad=rja&docid=VlnNKbPQ6zHCkM&tbnid=TJYghhNB9KOK8M:&ved=0CAUQjRw&url=http://www.cambridge.org/us/academic/subjects/geography/human-geography/understanding-green-revolutions-agrarian-change-and-development-planning-south-asia&ei=H8YVUvOsBs2jiAfH7YCwCA&psig=AFQjCNFURBfIl1U-8RrwFcbnw7nYAcD3bQ&ust=1377244741279673
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=XPJLb0oiB0Vb-M&tbnid=1Ob1Pl2TWnonMM:&ved=0CAUQjRw&url=http://www.un.org/waterforlifedecade/sanitation.shtml&ei=LMQVUvj7AqjYigf9nYCIAQ&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=XPJLb0oiB0Vb-M&tbnid=1Ob1Pl2TWnonMM:&ved=0CAUQjRw&url=http://www.un.org/waterforlifedecade/sanitation.shtml&ei=LMQVUvj7AqjYigf9nYCIAQ&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=8KP8zKC3XAnx0M&tbnid=fvR4h2TrKmZJ_M:&ved=0CAUQjRw&url=http://www.henrygeorge.org/mannahatta/&ei=fMIVUuvrCu-ZiAeIroHgBA&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997
http://www.google.com.ph/url?sa=i&rct=j&q=Political economy&source=images&cd=&cad=rja&docid=8KP8zKC3XAnx0M&tbnid=fvR4h2TrKmZJ_M:&ved=0CAUQjRw&url=http://www.henrygeorge.org/mannahatta/&ei=fMIVUuvrCu-ZiAeIroHgBA&bvm=bv.51156542,d.aGc&psig=AFQjCNHBsKkr4BQMw7tAci7MsdrEHpwNTg&ust=1377243754090997

But first, some home-grown

truths (from that other Bank

0 “Politics has more to do with change than economics, but W€

are not yet ready to let politics out of
the closet.’

0 “We tend to focus on best practice solutions rather than best

ocal fit. T he Ideology of best practice
reigns regardiess of local context.”

o“Lack of understanding of the political
economy of reform is increasingly seen
as a risk to development effectiveness...”




Some home-grown truths (from
THIS Bank as well)

0 “This is the weakest policy matrix I've seen i
— An OGC staff member, back in 2007

0 Do theses4ound familiar?

‘ne government
remains committed
to mainstream
climate change and
to reduce povert

High turnover of
staff undermines
institutional
capacity
developmept”

S Conducive political
environment to
improve system
capacity is absent”

LGED remains “No delays in
ommitted to apply government
required knowledg¢ approval”



Origins of political economy

Study of economies of states
(polities), hence the term thatoTE
1615: the phrase économie politique ~ F#(ONMIE POLITIQUE
first appeared in France with Antoine L

ANTOYNE DE MONTCHRETIEN

de Montchretién’s Traité de
I'economie politique

1776: Adam Smith’s The
Wealth of Nations (in 1896,
the Adam Smith chair of
political economy was T i
established at the
University of Glasgow)

R
=




1805: Thomas Malthus;
England's first professor

of political economy, at

the East India Company

College

"Each pursues his
own theory, little
solicitous to correct

or improve it by an
attention to what is

1867: Karl Marx’s
Capital: Critique of
Political Economy

4"
, ) ‘ )
'\.

Kritik der politischen Oekonomie,

Vou

Karl Marx.

Erster Band,
Buch 11 Der Produktionsprocess des Kapitals,

Lo Recht dor Cobarmsriong wird varkabalios

Hamburg
Verlag von Otto Meissuer,
w1867

NewoYoek: Lo W, Schanbls, 24 Darclay-Strest
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This is a This is a

What political economy means ﬁ‘ff 6 ...
S
A “good description” of what PE means: )
“... all the many activities of cooperation, M | 47 >
conflict and negotiation involved in ”““" A fisis a
decisions about the use, production, and ) fhisisa qﬁ““a Ay
distribution of resources™ fﬁy ' : i\““*f '
s, sl *r»l Anfe B

- ~ JEL classification code for PE

Basically, an a) Role of government
Interdisciplinary JOURNAL OF| ECONOMIC (and/or power relationships
approach to explain how HITERTURE in resource allocation)
political institutions, b) International political
political environment, g economy (economic

and economic system - impacts of international

influence each other e
. c) Economic models of

political processes
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Examples from South Asia

Historical context
Political context

Economic context

Values, ideas, development
philosophy

Power relationships

Policy environment

Binding constraints

History of north and northeast (Sri Lanka), Maoist
insurgency (Nepal)

Weak political parties (Nepal); inter-governmental
relationships (India)

Global economic crisis and tourism hits (Maldives)

Bhutan’s Gross National Happiness

Among political parties (eg, in Bangladesh),
judiciary-executive tussles, trade unions, civil
society, media, etc.

Difficulty of subsidy removals in Nepal

Bhutan,* Nepal...

Continued...




Three other things that go into the PEA...

1. Implementation issues

2. Institutions (formal and informal) and
Institutional capacity building

Formal Policies, laws, Executive agencies,
regulations, guidelines, parliament, judiciary,
codes, standards, ... private sector, NGOs, ...

Informal Customs, beliefs, Traditional leaders,
norms, values, pressure groups,
historical experiences, religious groups, clans,
practices, ... social clubs, community

watchdog committees, ...

3. Stakeholders and their interests and incentives
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Also look at the Iinterest and influence of

stakeholders...

Example: Program on fiscal transfers in Nepal

Interest
High
At central level At local level '9
. Advocates Players
Donors FCGO Local Bodies
(DDCs, VDCs, NEOk—d LBFC, MFALD,
MOF MEALD municipalities) Power/ P oo Political parties
@ DAGS. CSOs Influence
NGOS’, etc. | Loy High
: Crowd Context-setters
Private sector
Political Parties DAGSs MOF, Political
parties
LGAF
L
Citizens W

Stakeholder Interest/Influence Matrix




0 Bring governments and others on board... G
0 Understand the country context |

0 Gain a real-world and pragmatic view of what is possible
— political feasibility of reforms =» “good enough
governance”

g |
|I||||” Good Enough

Governance

0 Consider issues of credible commitment,
transaction costs, rules of the game, etc.

“... good governance is deeply problematic as a guide to
development” — Merilee Grindle, KSG, Harvard
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What has ADB done thus far on this?

Issued the guidance note on political economy
analysis
Guidance Note
Carried out PEA at various levels: for A Dovelopment Bonk Oermton
= CPSs (Philippines, being done for
Armenia)
= Sector level analysis (road sector in
PNG)

= Policy dialogue and policy-based
lending (in PARD countries)

However,

GACAP Il and GRA still the bread and butter approach taken




How other partners approach this...

Community of Practice on PE; poverty and social
impact analysis approach(1); problem-driven
governance and political economy analysis

The World Bank framework(2); training on this
“Political
@;% UKaid “Driver of change” analysis (3) Ieec:gc;{;r(:]r;lé/y\’/’wth

International Development

Development Cooperation

Power analysis (to understand who has winry of e s ofhe Seserinds

access to decision-making space) Strategic Governance &
Corruption Analysis(4)

fur Internationale
Zusammenarbeit (61Z) GmbH

g l Z Deutsche Gesellschaft Focus on informal values, norms, etc.

Commonalities among all these:

Centrality of politics

From “international good practices” to “good local fit”
Identifying underlying factors (eg, local history, geography, etc.)
Focusing on institutions to determine incentive framework

B
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What are we considering now...

« GACAP Il implementation review
 PEA manual for use by staff

 Debate on how to reconcile PEA with GRA

The approach formerly known as The Artist formerly
GACAP II known as Prince...

!

PEA at country level (CPS)
Revised GRA* at sector level

RA at project/program level

*Revised GRA = relevant parts of PEA + standard GRA
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Issues to resolve

0 Approaching DMC
governments with terms such
as “political” “governance’,
“corruption risks”, etc.

0 Engage with staff members —
the operative principle should
be: reduce transaction costs to
staff

0 Retain knowledge in ADB — but
how?

W illiam Shakespeare

BORN AND DIED ON HAD 7 SIBLINGS
APRIL 23RD ILDREN
LIVED UNTIL 52 il ‘“Tﬁ}ﬁ“'éﬁ
VARIATIONS
INTRODUCED ALMOST RECORDED FOR THE
3,000 WORDS TO THE SPELLING OF HIS
ENGLISH LANGUAGE, AND NAME
USED OVER 7.000 WORDS
ONLY ONCE IN OF HIS HIS PLAYS ARE MADE
PLAYS UP OF A TOTAL OF
884429 WORDS
HE WROTE CLOSE TO 1/10
OF THE MOST QUOTED HE WROTE 37 PLAYS AND
LINES EVER WRITTEN OR 154 WORKS THAT WE
SPOKEN IN ENGLISH, AND KNOW OF.

S THE 2ND MOST QUOTED
WRITER IN THE ENGLISH
LANGUAGE.

WS: “What’s
in a name?”

GB: “Everything, Mr.
Shakespeare; everything”




Finding the proper balance...

M. Grindle

“There is
increasing
recognition ...
that
development
5
fundamentally

a political
process in key
respects” —
DfID, WB
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Next steps: :
_ 10-member informal team at
1. PEA workshop in October ADB working on this:
2. Preparation of a “how-to”
manual (From CWRD, IED, PARD,
3. Further training to interested PHCO. PLCO. RSDD. SARD
staff in successive periods SERD, SPSO)

iuestion for discussion:

desirable/possible for ADB programming? If
so, how should it be carried out?






