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Process-Policy & Outcome-Policy:
Rethinking How to Address
Poverty & Inequality

Vijayendra Rao

Abstract: Process matters not just for diagnosing the causes of inequality, but also for how policy is
shaped. The dominant paradigms for policy-making — neoliberalism, neo-Keynesianism, and neo-
paternalism — largely address inequality via “outcome-policies” that manipulate the levers of govern-
ment and, more recently, draw on randomized trials and “nudges” to change behavior, in a manner that
is not only easy to measure, but also easy to reverse. This commentary draws on the essays in this special
issue of Deedalus to make the case for “reflectivism,” which shifts structural inequalities in agency, pow-
er, social structure, empathy, and aspiration in an incremental manner that is more uncertain and diffi-
cult to measure, but that can result in more lasting change.
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The essays in this special issue of Dedalus repre-
sent a major attempt to move the diagnosis of in-
equality from a static to a process view. Sever-
al important themes emerge from this lens: 1) the
interaction between economic, social, and cultur-
al processes in generating inequality and the cen-
trality of the need for interdisciplinary analysis;
2) four approaches through which inequality-gen-
erating processes might work — evaluation, quanti-
fication, commodification, and policy drift; 3) the
linkages between micro-, meso-, and macrolevels
of analysis; and 4) the importance, in thinking of
inequality-generating processes, of taking a longue
durée view. For the most part, however, the empha-
sis of the essays in this collection is on diagnosing
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the causes of inequality, rather than find-
ing solutions." Moreover, they are based
on an analysis of conditions in North
America and Western Europe, where the
concern is much more on the shift, over
the last few decades, from equality-gen-
erating to inequality-generating process-
es. This is different from the conditions
in countries that are home to most of the
world’s poor, whose rise in inequality has
been coupled with large reductions in
poverty and relative expansions of social
safety nets over the last two decades. But
what is common to both the global North
and South is the threat to democratic in-
stitutions and processes. In this com-
mentary, I address some of these gaps
and reflect on how interdisciplinary pro-
cess-thinking may result in a paradigm
shift in how we think about policy. While
I will draw on experiences and evidence
from the developing world, these points
may be of broader relevance.

The manner in which we translate the
desire to create a more equal world with
less poverty into action is shaped by how
we organize and think about the world,
how we approach causality, and how
we make abstract ideas legible by meth-
ods of measurement and categorization.
Over the last century, the policy op-
tions available have tended to focus on
what I call outcome-policies, as opposed to
process-policies.

An outcome-policy focuses on manip-
ulating the levers of government — taxes,
expenditures, regulations, systems of im-
plementation —to achieve certain out-
comes. The success of the policy is judged
by those outcomes. Most policies to
combat inequality and poverty fall un-
der this rubric. Think, for example, of
conditional cash transfers (whose suc-
cess is measured by the extent to which
the transfers encourage people to satis-
ty the “condition,” such as keeping chil-
dren in school), increasing estate taxes

(measured by the extent to which they in-
crease intergenerational social mobility),
or providing health insurance (measured
by effects on public health and econom-
ic hardship). Outcome-policies are thus
closely tied to metrics, which also inform
debates over their efficacy. If the political
environment is favorable, outcome-based
policies are relatively easy to institute by
legislative or executive action. They are
also easy to reverse.

A process-policy attempts to shift the
trajectory of change. Its effects can be
moredifficult to measurebecause its prox-
imate impact is often subtle. It focuses on
equalizing power relationships by shift-
ing the process of decision-making in fa-
vor of the less privileged, and on the in-
cremental change of one step building on
the last. The full impact of a process-pol-
icy generally takes a much longer time to
reveal itself but can be longer-lasting be-
cause it reduces the inequalities and im-
perfections in how decisions are made.
Examples include systems of deliber-
ative decision-making that have con-
stitutional sanction, political reserva-
tions for discriminated minorities and
women, and adaptive systems of project
implementation.

Policies for human welfare, growth, in-
equality, and poverty are broadly con-
ditioned by three paradigms that large-
ly derive from economics. Like all ideal
types, these categories are not mutual-
ly exclusive but intersect in a variety of
ways and share many elements. They are
for the most part outcome-policy orient-
ed, though they also include some pro-
cess-policies. To these, I propose adding
a fourth paradigm that is more shaped by
political and social theory, intersecting
with and also complementing the three
dominant approaches. My goal is not to
advocate for the “best” way of approach-
ing the problem -1 do not believe there is
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any such thing - but to give more weight
to an approach that has been relatively
neglected.

First, the neoliberal paradigm that grows
from deep skepticism about the capacity
of social science to understand complex
human interactions, and thus the ability
of policy to engineer a better world. This
approach emphasizes the key principles
of laissez-faire markets, free trade, hu-
man rights, and electoral democracy. The
idea is that free markets result in high
rates of economic growth, while elector-
al democracy ensures that governments
are held accountable and create the con-
ditions for growth.* This approach un-
derlies the “Washington consensus”
that prevailed in the development pol-
icy world through the 1980s and 1990s
and that over the long term, recent evi-
dence has shown, has led to higher rates
of growth.3

The neoliberal approach to poverty re-
duction argues that maximizing econom-
ic growth and improving and equalizing
access to human capital allows every in-
dividual to benefit from the growth and
be liberated from poverty. There is some
evidence in favor of this,4 but also ev-
idence showing that “the growth inci-
dence of poverty” — the effect that a1 per-
cent increase in economic growth has on
relative reductions in poverty —is condi-
tioned by inequality.> There is also strong
reason to believe that neoliberal poli-
cies increase inequality and reduce social
support, for instance, by creating “op-
portunity markets” that commodity and
sharply restrict access to basic needs such
as education and housing.®

The driving discipline behind neolib-
eralism is rational-choice economics,
which provides a consistent framework
to think about growth, welfare, pover-
ty, and equality of opportunity. It derives
from a worldview that is methodologi-
cally individualistic with the central goal
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of ensuring that markets function as effi-
ciently as possible. Individual freedoms
are central to the approach, and demo-
cratic accountability through elections is
a crucial counterpoint to market efficien-
cy. Rational-choice methodological in-
dividualism is not easily reconciled with
notions of social exclusion or cultural
and political inequality. Thus, any argu-
ment for socially driven policy-making —
to promote gender equality or social co-
hesion, for instance — within a neoliber-
al paradigm has to be filtered through a
growth prism. Hence the slew of papers
from the 1990s on the positive effects of
women’s education and social capital on
growth.”

Welfare is measured through either an
income metric or consumption metric.
This has spawned a large industry mea-
suring individual- and household-level
income and consumption through house-
hold surveys, which are then used to cal-
culate poverty rates via a poverty line de-
fined in terms of dollars and cents. Note
that the neoliberal paradigm, by focusing
on core principles rather than policy pro-
posals, is primarily process-driven, rath-
er than driven by outcomes. However,
the processes are largely devoted to creat-
ing an environment for prosperity rather
than economic equality.

The second approach, which I will
broadly term neo-Keynesian, is a counter
to the perceived limitations of neoliber-
alism. It is much more cognizant of mar-
ket failure and convinced of the ability of
the social sciences to inform policy solu-
tions that deal with market failure. With
policies informed by growth models that
emphasize investments in physical and
human capital, growth is still a priority,
but with an awareness of the central role
played by ideas and information. There is
acute awareness of the inability of mar-
kets to deliver basic services to the poor
and of systemic discrimination. Poverty
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religion, race, and caste to enable analy-
ses of discrimination. There is broad rec-
ognition of the need for equality of op-
portunity and for the necessity of legal
interventions to ensure it. Strong support
for affirmative action in employment and
government is a key element.

All this provides the justification for
more interventionist governments, as
shown in the important slate of recom-
mendations to tackle inequality made by
the economist Tony Atkinson.® Atkin-
son’s recommendations include directing
technological change to favor more em-
ployment, increased minimum wages, a
capital endowment fund that ensures that
everyone has a minimum inheritance, and
progressive property taxes. Governments
are expected toinvestin infrastructure, ed-
ucation, and public access to better health,
nutrition, and sanitation. Governments
are expected to ensure effective safety nets
so the vulnerable are not subject to acute
distress. The enhanced role for the govern-
ment also results in an emphasis on “good
governance” and thus greater awareness
of the importance of equalizing access to
information and improving public service
delivery. This leads to a greater apprecia-
tion of government failure and, in particu-
lar, of clientelism and difficulties in ensur-
ing the interests of women and minorities.
Neo-Keynesianism is thus the archetype
of outcome-policy-making.

The third approach, though it is argu-
ably a more stringent extension of the
second, is called neopaternalism.® Neopa-
ternalism, which has exploded in influ-
ence over the last decade, starts from ex-
actly the other end of neoliberalism in its
abiding belief in the power of social sci-
ence and data, particularly behavioral ex-
periments and randomized trials, to give
direction to policy, and the use of “big

data” for diagnosis and surveillance. It
takes its cues from public health with a
firm commitment to “evidence-based”
policy-making. It draws on research from
behavioral science on “scarcity” to argue
that the poor face large constraints on
their time and attention that direct them
to make suboptimal choices.'® Thus, the
freedom to choose is not a meaningful
option when the ability to choose is itself
severely constrained. This provides the
justification for a top-down push to shift
people away from perceived harmftul ac-
tions, norms, and practices.™

This then requires policy-makers—
governments and NGOs-to find ways
of doing things that the poor cannot do
for themselves. What those things are,
however, depends on whether the poli-
cy option has been vetted by “rigorous”
evidence. What follows is a synergistic
relationship between research and policy-
making: an industry of social scien-
tists testing the efficacy of various inter-
ventions around the world with surveys
and experiments. One advantage of this
is that it generates vast amounts of data
that shed light on a wide variety of out-
comes that affect the poor. While income
and consumption definitions of poverty
are still prevalent, there is now a broad-
er understanding of the conditions faced
by the poor. Another advantage is that it
creates a culture in which policy has to be
justified with evidence rather than hope
or idealism. And a third advantage is that
it focuses attention on the efficacy of in-
tervention design, weeding out good de-
signs from bad ones.

The disadvantages, however, have been
well cataloged by scholars.’ Here, I want
to focus on two that are central to the case
for a fourth paradigm. Neopaternalism
has, withinit, thedangerof overreach. Pol-
icy can be driven by the narrow demands
of scientific technique, rather than scien-
tific technique being driven by the needs
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of policy: a case of the tail wagging the
dog. If all evidence is to be passed through
the test of a behavioral experiment or a
randomized trial, then policy interven-
tions that are not amenable to experimen-
tation and randomization will be gradual-
ly eliminated from consideration. More-
over, a good randomized trial requires
good implementation because imperfect
implementation would contaminate the
design of the experiment; it would be dif-
ficult to untangle the effect of the design
from the effect of the implementation.
This means that trials, in essence, assume
away the challenge of implementation:
the complicated process by which poli-
cy ideas are converted into action on the
ground. This deemphasizes what scholars
since Albert Hirschman have argued is the
critical problem of policy-making, partic-
ularly in poor countries.’

Behavioral experiments and random-
ized trials, moreover, have trouble dealing
with high degrees of contextual variation.
An experiment or intervention that works
in one region will not necessarily work in
another: the well-known problem of ex-
ternal validity. Advocates for randomiza-
tion have dealt with this by conducting
trials across a variety of countries to test
the efficacy of a design, or by conducting
randomized trials at a very large scale.'4
But this solution gets much more diffi-
cult with “complex” interventions, such
as those tailored for and, in particular, tai-
lored by communities at the microlevel.
Such designs are very difficult to evaluate
with standard techniques because wide
variations in design make sample siz-
es with adequate statistical power unten-
able for reasons of cost and manageabil-
ity. Neopaternalism, therefore, intrinsi-
cally favors interventions that are simple,
do not require much adaptation on the
ground, and have predictable outcomes.

Neopaternalism, while cognizant of
social norms and the contribution of

148 (3) Summer 2019

structural constraints to mobility and the
reproduction of inequality, is far more
comfortable with certainty than it is with
reflexivity. Nonrational action is adduced
via behavioral experiments, with cultur-
al “traits” and social norms seen as good
or bad. There is, implicitly, little patience
for contextual complexity, participant
observation, or participant engagement
to discover the complex interactions be-
tween cultural and social process, eco-
nomic conditions, and politics that de-
termine persistent inequality. The goal is
to discover broad “truths” to inform pol-
icies to design “nudges” to move people
out of what are seen as harmful or dys-
functional behaviors. The analysis of cul-
ture and social interactions is, therefore,
part of the scientific apparatus of the ex-
pert, to nudge people toward improve-
ments in welfare, as the experts define it.
Itis important to note that all three para-
digms rely on the checks, balances, and ac-
countability mechanisms of electoral de-
mocracy. Neoliberalism and neo-Keynes-
ianism are both closely intertwined with
the notion that universal franchise will
be enough to keep government actions
aligned with the needs and interests of
citizens. Neopaternalism takes this reli-
ance one step further. What legal scholar
Cass Sunstein calls “liberal paternalism”
requires that governments do not use the
power of behavioral nudges to impinge on
the fundamental freedoms of citizens.'s
But the limitations of the electoral
mechanism as a way of governing large,
complex societies have increasingly be-
come apparent, with challenges like elite
capture and clientelism taking influence
throughout the world.'® This weakening
of electoral democracy as a mechanism to
check elite dominance is partly responsi-
ble for unleashing processes of commen-
suration, commodification, and policy
drift that have reinforced inequality-gen-
erating processes.'”” Moreover, we live in
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an age when big data is increasingly being
used toward a new form of “surveillance
capitalism,” causing widespread concern
that without urgent regulatory measures,
the ability to track and monitor people
with extremely precise data will increas-
ingly lead to the delegitimization of dem-
ocratic processes.'®

Moreover, democracy “has come to
mean much more than free and fair elec-
tions, though nothing less.”'? Through-
out the world, at every level —micro,
meso, and macro - people have orga-
nized themselves into bodies to monitor
those in power, in what political theorist
John Keane has called “monitory democ-
racy.” To mention just a few, such insti-
tutions include citizen committees, self-
help groups, minipublics, environmental
groups, think tanks, and organizations
such as the Bretton-Woods Project, which
monitors the IMF and World Bank. More-
over, such institutions can exist even in
more authoritarian settings like China,
where citizens groups, often with the ac-
tive concordance of civil servants, have
created “accountability without democ-
racy” working within systems of “author-
itarian deliberation.”*® Such forums for
citizen engagement and participation do
not always emerge organically but are in-
duced by policy interventions, with de-
velopment organizations spending hun-
dreds of billions of dollars on such proj-
ects with the hope that they will alleviate
poverty and empower the excluded.

It is clear that a new paradigm of action
has emerged that relies much more on
process-policy than on outcome-policy,
particularly in comparison with the three
dominant paradigms. It may be time to
give this paradigm a label and sketch its
basic characteristics.

Economists think about inequality
largely through the lens of equality of

opportunity. A process perspective sug-

gests that this is not sufficient to deal
with the relational aspects of depriva-
tion. As Michele Lamont and Paul Pier-
son argue in their contribution to this is-
sue of Deedalus, the processes that repro-
duce, intensity, or deepen inequality are
often distinct from those that generated
it, and are fundamentally influenced by
social relationships.?* Furthermore, in
arguing that human beings are primarily
held back by exogenous obstacles and not
endogenous processes, equality of oppor-
tunity implicitly assumes a distinction
between preferences and constraints.
Equality of opportunity, consequently,
needs to be supplemented by an “equal-
ity of agency” that takes into account the
impact of the relationality of individuals;
the political, social, and cultural contexts
within which they operate; and the im-
pact of these processes on power differ-
ences, inequality, and poverty.*3

The reflective paradigm for policy-mak-
ing follows from this. It recognizes that
even if someone is lifted above an ex-
ternally defined poverty line, they may
still be subject to vulnerability, discrim-
ination, and exclusion because they lack
voice, agency, and what anthropologist
Arjun Appadurai has called the “capaci-
ty to aspire,” the ability to envision a fu-
ture different from what they see around
them.>4Itis fundamentally about redraw-
ing boundaries and shifting “norms of in-
teraction.”? It allows for the fact that dis-
crimination is not just material, it is also
“epistemic” in the sense that the capaci-
ty to speak, and be listened to, is also un-
equally distributed.?®

The term reflective builds on political
theorist Robert Goodin’s notion of “re-
flective democracy,” the idea that an ef-
fective democracy needs to inculcate the
capacity for individuals to “deliberate
within.”?7 Deliberating within creates
the space for what sociologist Mario Luis
Small has called “cognitive empathy”:
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“the ability to understand another per-
son’s predicament as they understand
it.”2® But it is a fundamental challenge to
do this at the scale of entire communities
and countries, to change processes of de-
cision-making so that the powerful and
the less powerful - politicians, govern-
ment officials, and citizens alike —all de-
velop horizontal and vertical cognitive
empathy.

Many social movements, governance
innovations, and policy interventions
around the world are attempting to turn
this paradigm into practice. While there
are large variations in the specifics of
their actions and objectives, some im-
portant processes are worth noting:

« Filling in the blank space between elec-
tions by fostering continuous dialogue
between citizens and governments. This
requires the creation of systems of de-
liberative decision-making.>® The “sys-
tem” usually has some kind of officially
sanctioned civic space — a forum or a reg-
ularly scheduled public meeting — where
the average citizen is given a chance to
influence directly public decisions that
have a bearing on their lives. But forums
alone are not enough; they need to be
embedded within a culture of dialogue,
debate, and discussion in which the goal
is to make the act of speaking and listen-
ing an everyday practice.

* Equalizing power in decision-making
by giving voice to disadvantaged groups
and, more radically, by reserving a per-
centage of seats in legislatures for repre-
sentatives from such groups.

¢ Creating feedback loops within govern-
ments, and between governments and
citizens, in which decision-making be-
comes adaptive and incremental.3° This
helps governments deliver better pub-
lic services and respond to the needs of
citizens.
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* Using technology in a way that gives
people control over their own data to
strengthen democratic processes, facil-
itate collective action, and equalize ac-
cess to public services.3!

Implementing policies that do this at
scale is neither easy nor predictable; in-
deed, it is not always measurable. As Jane
Jenson, FrancescaPolletta, and Paige Raib-
mon show in their essay in this volume,
to get this right requires an understand-
ing of policy not as a one-shot deal, but as
a process of constant adaptation, through
which successes and failures provide les-
sons for incremental change.3* Process-
es take a long time to show “hard” results
because they shift trajectories of change
in unpredictable ways. Thus, it is impor-
tant to analyze shifts in processes like how
decisions are made, in power relations
and in narratives and discourse. These
are difficult to measure in conventional
ways and require us to draw on qualitative
methods and narrative analysis, includ-
ing natural language processing meth-
o0ds.33 It also requires coordination across
quantitative and qualitative methods, for
instance by conducting mixed-methods
evaluations.34 The process of adaptive,
citizen-engaged policy-making also helps
avoid the problem of “policy drift,” when
policies are fixed in the past rather than
adapted to changing times.

What are the disadvantages? The re-
flective paradigm requires that policy-
makers take a very long time horizon. It
requires a tolerance of mess because it
attempts to reverse inequalities in pow-
er and agency, which is, at best, a con-
tentious and uncertain process. Perhaps
the most significant challenge is that
governments (and other quasigovern-
ment actors like the World Bank and do-
nor agencies) are not set up to work with
process-policies.3> The logic of bureau-
cracies and the political environments
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in which they function make them much
more focused on interventions that can
induce a quick, measurable impact that
does not threaten the political status quo.

The essays in this collection make
an important contribution toward re-
thinking the diagnosis of inequality to
help reverse inequality-generating pro-
cesses. I have tried in this commentary to
draw on some of the ideas in these essays,
along with other literatures, to make the
case for a new reflective paradigm for pol-
icy-making that focuses on process-poli-
cies, rather than outcome-policies, that
can supplement neoliberal, neo-Keynes-
ian, and neopaternalistic paradigms that

in any given country will draw on all four
paradigms; and itis not clear that any one
paradigm is clearly superior to any other.
They have different goals with different
methods of execution. However, the re-
flective paradigm tends to be neglected
in policy circles precisely because it is not
easy to measure.

Process-policies usually come about as
the result of years of efforts by activists
working organically, usually at a small
scale, within social movements or non-
governmental organizations. Given con-
temporary concerns about unstable dem-
ocratic institutions and inequality, it may
be time to think about how to bring them

have dominated how we think about pol-  to the mainstream.

icy. In practice, policies at any given time
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