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Motivation: Do low aspirations limit economic
choices?

Puzzle: Poor people in developing countries often do not invest, even
when returns are high (Duflo et al., 2008; Bryan et al., 2012; Miguel and
Kremer, 2004; Munshi and Rosenzweig, 2006)
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Puzzle: Poor people in developing countries often do not invest, even
when returns are high (Duflo et al., 2008; Bryan et al., 2012; Miguel and
Kremer, 2004; Munshi and Rosenzweig, 2006)

Question: Do poor people have low aspirations — beliefs about what
outcomes are possible in their future — which cause them to limit effort,
investment or use of new technologies? (Genicot and Ray 2017 and Dalton
et al. 2016)



This paper

1. Can we intervene to alter poor people’s aspirations in the field in a
poor setting?
Test effects of random exposure to role models (Beaman et al., 2012,
Chong et al. 2012, Jensen and Oster, 2009)
RCT where people are randomly chosen to be invited to watch
documentaries about four role models
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1. Can we intervene to alter poor people’s aspirations in the field in a
poor setting?
Test effects of random exposure to role models (Beaman et al., 2012,
Chong et al. 2012, Jensen and Oster, 2009)
RCT where people are randomly chosen to be invited to watch
documentaries about four role models
2. Do interventions have persistent effects on economic behaviour
after six months and five years?
3. Are changes specifically to exposure to role models?

Placebo group: effects are not solely from exposure to media
Controls within village and in pure control villages: effect of exposure
to outsiders is minimal; few spillovers
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Conceptual framework: Model setup

A standard inter-temporal consumption and asset allocation model
(Deaton 1992):

Households maximise inter-temporal utility

V =E B U(Ct,lt) (1)
t=0

choosing consumption C¢, leisure |y and a share w; of assets to invest

in a risky activity f (K, e), requiring effort e = T — . The remaining
share of assets goes into an effortless, riskless activity with a safe
return

The asset evolves according to the equation:

At+1 = rt+1.(1 - Wt).(At - Ct) + f [Wt.(At - Ct),T - It] (2)



Conceptual framework: Aspirations constraint

We introduce a further “aspirations constraint” §:
f[Wt.(At—Ct),T —lt] =0 (3)

g is an exogenous parameter that measures individual's aspirations:
the individual's belief about how much future output they can obtain
in future from investing resources and effort into the risky activity



Conceptual framework: Optimal conditions

FOCs:
U, = BEt[(uCt+1 - )\t"'l)'flt] (4)
r+1-Eele,,y = Et[fice. (Uery — At+1)] (5)
U, = BE¢[We.fie, - (Ucpry = Ats1). + Fear. (1 — We ) Ugy ] (6)

At+1 is the shadow price of relaxing the aspirations constraint
If q is low and binding, then A¢+1 is likely to be positive

Lower aspirations reduce the incentive to invest in the risky asset and
lower expected lifetime returns
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