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Within many countries around the world economic inequality is growing. This is 

particularly the case for developing countries, many of who enjoy fast-growing 

economies but have increasingly unequal populations. Myanmar represents an illustrative 

example of these phenomena. In 2015, Myanmar was the fastest growing economy in the 

world—with a projected growth rate of 8.6 percent—and would soon elect its first civilian 

president since 1962. At the same time, over 32 percent of Myanmar’s population—roughly 17 

million people—lived below the national poverty line. 

 

Although inequality is a classic literature, an emerging subset of this literature considers 

potential psychological constraints to investment and asset accumulation that could generate 

poverty traps and widen within-country economic inequality. Among these is a model of socially 

determined aspirations and individual incentives to invest in the future. The central idea of this 

model is that swift economic growth in a poor country can have competing consequences. It can 

either: (i) inspire powerful aspirations and incentives for investment or (ii) lead to frustration and 

despair. This theory posits that aspirations both “too close” and “too far” away from current 

levels lead to less investment in the future. 

 

In this paper, I test this hypothesis and extend existing empirical findings to rural Myanmar by 

examining the relationship between the income aspirations gap and real estate investment 

choices. Using data collected in rural Mon State, Myanmar—a coastal region with close 

proximity to Thailand—I find empirical evidence supporting theories predicting an inverted U- 

shaped relationship. Specifically, I find that income aspirations that are ahead, but not too far 

ahead, of the current level of income provide the best incentives for investment in household 

construction materials and land. Such a relationship between the income aspirations gap and 

financial investments suggests the presence of psychological constraints to poverty alleviation 

and development in rural Myanmar.


