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Bounded rationality 

“If… we accept the proposition that both the 
knowledge and the computational power of the 
decision maker are severely limited, then we must 
distinguish between the real world and the actor’s 
perception of it and reasoning about it. That is to 
say, we must construct a theory (and test it 
empirically) of the processes of decision”. 
 

 - Herbert Simon (1987) “Rationality in Psychology 
and Economics" 



The Economics of Hope 
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    The authors conclude:  
 

    “Perhaps this program worked by making the  
    beneficiaries feel that they mattered, that the rest  
    of society cared about them, that with this initial  
    help they now had some control over their  
    future well-being, and therefore, the future  
    could be better” 

 
 
 
 
 
 
 
 
 
 
 
 



Hope as a capability 

“A little bit of hope and some reassurance that an 
individual’s objectives are within reach can act as a 
powerful incentive. On the contrary, hopelessness, 
pessimism, and stress put tremendous pressure 
both on the will to try  something and on the 
resources available to do so”. 
 
- Esther Duflo (2012) Tanner Lectures, Harvard University 



Targeting the “ultra-poor” 

•  NGO wants to help the “ultra-poor” in India 
•  Landless, informal labor, no able bodied men, ect. 
•  Provides asset transfers (cow, goats, chickens, etc.) 

worth $100 
•  Findings: 

•  21% increase in earned income 
•  15% increase in total consumption 
•  17% increase in food consumption 
•  An hour more per day devoted to productive work 



Hope as a causal mechanism 

What is driving these results? 
•  Relaxed a nutrition-based poverty trap… 

•  Expenditures of everything increase, not just food 

•  Relaxed credit constraints… 
•  The program was implemented by a microcredit 

organization trying to get this demographic to borrow 
•  Relaxed psychological poverty trap… 

•  Fewer symptoms of depression and stress 
•  Higher reported feelings of happiness 



What we talk about when we talk about hope  
(Wydick and Lybbert, 2015) 



Why economists are thinking about hope 

•  Failures to take-up welfare-enhancing investments 
•  Agriculture (Goldstein and Udry, 2008; Duflo, Kremer, and 

Robinson, 2008)  
•  Health (Miguel and Kremer, 2004) 
•  Education (Munshi and Rosenzweig, 2006)  
 

•  Banerjee and Duflo (2007) show that this sort of 
behavior is more prevalent among the poor. 



Why the poor fail to invest in the future 
Three explanations: 

1.  Expectations of private returns are too low to 
motivate investment  
•  (Yamauchi, 2007; Platteau, 2000) 

2.  The attributes of the decision maker matter 
•  Identity (Hoff, Karla, and Pandey, 2006) 
•  Impatience or commitment (Mullainathan and Shafir, 2009; 

Duflo, Kremer, and Robinson, 2011) 

3.  The external constraints the poor face influence the 
internal logic governing the decision making process  
•  Social psychology (Rotter, Chance, and Phares, 1972; 

Bandura, 1971; Fishbein and Ajzen,1975)  

 



The capacity to aspire 

•  Individual preferences are determined, in part, 
by individual beliefs and these beliefs are 
influenced by social interactions and 
experiences. 
•  Individuals form aspirations by observing outcomes 

from individuals whose behaviors they can observe 
and identify (Ray, 2006) 

•  The poor experience difficulties in forming aspirations 
(Appadurai, 2004) 

 



Psychological Causes of Economic Outcomes  

•  Cognitive dissonance of three conflicting 
thoughts: 
1.  I am a good and successful person. 
2.  I want to reach decent living conditions in the future. 
3.  I am unable to ensure myself (and my family) a 

decent future. 

(Laajaj, 2012) 



Psychological Causes of Economic Outcomes  

•  Cognitive dissonance of three conflicting 
thoughts: 
1.  I am a good and successful person. 
2.  I want to reach decent living conditions in the future. 
3.  I will work hard to ensure myself (and my family) a 

decent future. 

(Laajaj, 2012) 



Psychological Causes of Economic Outcomes  

•  Cognitive dissonance of three conflicting 
thoughts: 
1.  I am a good and successful person. 
2.  I live my life day after day without worrying about the 

future. 
3.  I am unable to ensure myself (and my family) a 

decent future. 
 

(Laajaj, 2012) 



Brief review of the empirical literature   
•  Beaman et al. (2012)  

•  Women leadership policy in India 
•  Glewwe et al. (2015)  

•  Child sponsorship in Kenya and Indonesia  
•  Laajaj (2012)  

•  Agriculture input subsidy program on time horizons in Mozambique  
•  Bernard et al. (2013)  

•  RCT of video based treatment in Ethiopia 
•  Macours and Vakis (2009)  

•  Cash transfer program in Nicaragua 







The psychology of hope 

Hope	  

Aspira+ons	  

Agency	  

Avenues	  

(Snyder, 2003) 



Measuring hope 

•  Aspirations 
•  Bernard and Taffesse (2012) 

•  Agency 
•  Bernard, Dercon, and Taffesse (2011) 

•  Avenues 
•  Adapted from Snyder (2003) 



Measuring aspirations 

The “aspirations gap” - Ray (2006) 
 



Measuring the “aspirations gap” 

“With respect to (dimension k)” 
1.  “What is the maximum level of (dimension k) that one 

can have in your community?” 
2.  “What is the minimum level of (dimension k) that one 

can have in your community?” 
3.  “What is the level of (dimension k) that you have at 

present?” 
4.  “What is the level of (dimension k) that would allow you 

to feel secure?” 
5.  “What is the level of (dimension k) that you would like 

to achieve in your life?” 



Measuring agency 
“For each set of statements, which do you agree with more?” 
 

(a)  1. “Each person is primarily responsible for his/her  
  success or failure in life.” 

  2. “One’s success or failure in life is a matter of his/
   her destiny.” 
 
(b)  1. “To be successful, above all one needs to work  

  very hard.” 
  2. “To be successful, above all one needs to be  
    lucky.” 



Measuring avenues 

“For each of the following, please tell me whether 
the statements are: mostly true or mostly false” 
 
(a)  “If I should find myself in a jam, I could think of many 

ways to get out of it” 
(b)  “There are lots of ways around any problem that I am 

facing now” 
(c)  “I can think of many ways to reach my current goals” 



Study design Baseline Survey 
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Video-based treatment 

•  Designed to exogenously induce aspirations 
•  Short documentary style videos 
•  Highlighting a ‘similar other’ ex ante 
•  Document themes of aspirations, agency, and 

avenues 
•  Success through own efforts, rather than due to an 

NGO or government program 
•  Similar to Bernard et al. (2013) 

•  Key difference: individual vs. group viewing 



Placebo treatment 

•  Designed to identify video content rather than 
video viewing 
•  Myanmar local broadcasting 



Research Questions 

•  How do changes in attitudes/beliefs about the 
future persist?  
•  How do the elements of hope form? 
•  How do the elements of hope decay? 

•  How do attitudes/beliefs about the future 
translate to economic behavior/outcomes? 
•  How does this research inform various specific 

agendas within development policy? 



Discussion 

•  Feedback on research design 
•  Questions about the economics of hope 
•  Other ideas of how to exogenously induce 

aspirations and hope? 


