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BACKGROUND: Depression and anxiety disor-
ders are together responsible for 8% of years
lived with disability globally. Contrary to
widely held preconceptions, these are not
diseases of affluence. Within a given location,
those with the lowest incomes are typically
1.5 to 3 times more likely than the rich to
experience depression or anxiety.

ADVANCES: Recent research has established a
bidirectional causal relationship between pov-
erty and mental illness. Researchers
have begun to isolate the underlying
mechanisms, which can guide effec-
tive policies to protect the mental
health of those living in poverty.
We now know that loss of income

causes mental illness. Negative in-
come shocks, such as bad harvests
due to poor rainfall or job losses due
to factory closures, worsen mental
health. Conversely, cash transfers and
broader antipoverty programs reduce
depression and anxiety in randomized
trials. Multiple mechanisms mediate
this causal chain. Poverty is associ-
ated with volatile income and ex-
penditures. The resulting worries and
uncertainty canworsenmental health.
Providing health, employment, or
weather insurance, or other ways of
smoothing shocks, may thus lower
depression and anxiety. Living in
inadequate housing in low-income
neighborhoods, the poor are also
more exposed to environmental stresses such
as pollution, temperature extremes, and chal-
lenging sleep environments, which can cause
mental illness. Early-life conditions—poverty
experienced in childhood and in utero—
increase the likelihood of poor nutrition and
other stressors, resulting in impaired cog-
nitive development and adult mental ill-
ness. This makes a strong case for providing
financial support to pregnant women and
caregivers of young children. Poverty is also
associated with worse physical health; greater
exposure to trauma, violence, and crime; and
lower social status, each of which may af-
fect mental health.
Mental illness in turn worsens econo-

mic outcomes for individuals. Studies show

that randomized interventions to treat men-
tal illnesses increase days worked. Depression
and anxiety directly affect the way people
think, by capturing their attention and dis-
torting their memory. Such effects are likely
to influence economic preferences and beliefs
and thus distort important economic deci-
sions made by individuals, such as how much
to work, invest, and consume. Reduced con-
centration and greater fatigue reduce work
productivity, and the social stigma of men-

tal illness may further worsen labor-market
outcomes. Mental illness appears to increase
the likelihood of catastrophic health expendi-
tures for individuals through its comorbidity
with chronic illnesses such as diabetes and
heart disease. Mental illness may also hinder
education and skill acquisition among youth
and exacerbate gender inequalities through
its disproportionate prevalence among women.
Parental mental illness can also influence
children’s cognitive development and educa-
tional attainment, transmitting mental illness
and poverty across generations.

OUTLOOK: The burden of mental illness is
likely to increase in the coming decades.
Although richer individuals within a given lo-

cation are less likely to be mentally ill, richer
countries do not have lower rates of mental
illness. Thus, aggregate economic growth
alone is unlikely to reduce mental illness. Cli-
mate change is likely to worsen mental health,
both directly through the effect of higher tem-
peratures on mood and through reductions
in agricultural yields because of changes in
rainfall and water supply, more frequent
weather-related disasters, and an increased
likelihood of violent conflict. Technological
change and globalization create large over-
all economic gains but also concentrated
groups of losers whose mental health may
be compromised. The spread of social me-
dia and associated technologies may also
be harming mental health, especially among
adolescents.
Policy action on mental health is vital, as is

interdisciplinary research on the mechanisms
that link poverty and mental illness. Recently
developed approaches to psychotherapy, de-
livered through nonspecialist providers, pro-

vide a scalable and effective approach
to improving mental health in low-
income countries. Given the associ-
ated economic benefits of improved
mental health, such interventions
should be a part of the antipoverty
toolkit alongside more traditional
economic interventions. Understand-
ing the most effective combination
of economic and psychological sup-
port in different populations is an
important next step. A priority for re-
search is testing for a mental health–
based “poverty trap.” If such poverty
traps exist, then powerful one-time
interventions will have large long-
run effects as gains in mental health
and economic outcomes reinforce
one another. Evaluations of economic
interventions should routinely mea-
sure mental health, and long-run
evaluations of mental health inter-
ventions should measure potential
impacts on poverty and other key

economic outcomes. The causal relationship
between poverty and mental health is even
more pertinent given the ongoing pandemic,
which has disproportionately affected the
poor and may have lasting impacts on their
economic and mental well-being. A massive
investment in mental health was already
long overdue. It has now become critically
urgent.▪
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Why are people who live in poverty disproportionately affected by mental illness? We review the
interdisciplinary evidence of the bidirectional causal relationship between poverty and common
mental illnesses—depression and anxiety—and the underlying mechanisms. Research shows that
mental illness reduces employment and therefore income, and that psychological interventions
generate economic gains. Similarly, negative economic shocks cause mental illness, and antipoverty
programs such as cash transfers improve mental health. A crucial step toward the design of
effective policies is to better understand the mechanisms underlying these causal effects.

D
epression and anxiety are the most com-
mon mental illnesses: 3 to 4% of the
world’s population suffers from each
at any given time, and they are together
responsible for 8% of years lived with

disability globally (1). Contrary to widely held
preconceptions from the 20th century, these
are not “diseases of affluence” (2, 3). Within a
given location, those living in poverty are at
least as likely to suffer as the rich. By some
measures, the poor are substantially more
likely than the affluent to experience mental
ill-health. Rates of depression, anxiety, and
suicide correlate negatively with income (4–7)
and employment (5, 8). Those with the lowest
incomes in a community suffer 1.5 to 3 times
more frequently from depression, anxiety, and
other common mental illnesses than those
with the highest incomes (5). For example,
in India, 3.4% of those in the lowest income
quintile experience depression at any given
time, compared with 1.9% of those in the
highest quintile (Fig. 1).
In this Review, we explore the evidence for

the bidirectional causal relationship between
poverty and mental health and its underlying
mechanisms. Poverty is also correlated with
poor physical health (9, 10), but the relation-
ship between mental illness and poverty has
been overlooked and is worth emphasizing.
Mental health has historically not been con-
sidered a priority by economists and policy-
makers, and until recently, mental health
care had not been evaluated as an antipoverty
tool. Mental health services are underresourced
relative to physical health systems. On aver-
age, countries spend 1.7% of their health bud-
gets on mental health, even though 14% of

years lived with disability globally are known
to be caused by depression, anxiety, and other
mental illnesses (1). Low- and middle-income
countries spend an even smaller share of al-
ready small health budgets on mental health
(Fig. 2). Despite the existence of cost-effective
treatments, such low investments in mental
health have contributed to treatment gaps of
more than 80% globally for common mental
illnesses, which is much larger than for major
physical health conditions (11–14). Mental and
physical health are tightly connected: When
mental health problems coexist with physical
health problems, health outcomes, disability,
and costs tend to be much worse (15–17). How-
ever, unlike most physical health conditions,
mental disorders may directly distort economic
decision-making in ways that perpetuate pov-
erty, by directly affecting cognitive function,
preferences, and beliefs.

What are the causal links between poverty
and mental illness? Can economic policies im-
prove psychological well-being? Can psycho-
logical interventions reduce poverty? Any
attempt to understand this relationship must
acknowledge the complexity and multidimen-
sional nature of both mental health and
poverty. Mental health in the broadest possi-
ble sense has been defined as “a state of well-
being in which the individual realizes his or
her own abilities, can cope with the normal
stresses of life, can work productively and
fruitfully, and is able to make a contribution
to his or her community” (18). This definition
includes both happiness or life satisfaction,
which also correlate positively with income
(19), and symptoms associated with anxiety
andmood disorders, such as depression. The
two are clearly related; depression and anxiety
are strong determinants of happiness (20),
and ultimately, mental health and even men-
tal illnesses such as depression and anxiety
exist along a continuum.
We focus on the causal evidence that links

poverty with depressive and anxiety disorders,
the most common mental illnesses, which we
refer to here using the more general terms
“mental health” and “mental illness.” Defini-
tions of these illnesses and a brief primer on
their measurement are provided in Box 1.
Although other more serious mental illnesses,
such as schizophrenia, are also correlated with
poverty, and may have powerful effects on
economic outcomes, we do not discuss them
here (21).
Like mental health, poverty is multidimen-
sional. We examine causal links betweenmen-
tal illness and important economic dimensions
of poverty, particularly income and unemploy-
ment. We also touch on other dimensions
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Fig. 1. Prevalence of depression by income quintile in India. The average percentage of people in each
income quintile in India who have had depression within the past 2 weeks (“current” prevalence). Error
bars show ±1 SEM. These numbers come from (130), an analysis of the Indian National Mental Health
Survey, 2015–2016.
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of poverty, including a lack of capabilities
resulting from low education and physical
health, as well as relative poverty and asso-
ciated low social status. Because of a relative
scarcity of studies, we focus less on the rela-

tionship between mental health and the con-
sumption of goods and services, which is a
more direct economicmeasure of poverty. The
existing evidence of this relationship is con-
tentious, but the cross-sectional correlation of

mental illness with consumption appears to be
weaker than that between mental health and
income (22–25). Income is more volatile than
consumption in the short run. The stronger
correlation of mental health with income sug-
gests that mental health may be more affected
by short-run changes to economic status than
long-run or permanent changes.
We discuss evidence on poverty-alleviation

programs and mental health treatments ob-
tained from randomized controlled trials (RCTs).
These generate variation in individuals’ pov-
erty and mental health status, respectively,
that is entirely by chance and therefore un-
correlated with all other shared risk factors.
Such studies allow us to isolate evidence of
causal relationships. We also discuss studies
of “natural experiments” in which naturally
occurring variation in economic circumstan-
ces or mental health is argued to be “as good
as random.” Examples range from financial
windfalls, such as lottery wins—for which
lottery winners may be thought of as a treat-
ment group and lottery losers as a control
group—to weather shocks that affect some
farmers’ incomes more than others’.

The causal impact of poverty on mental
ill-health

Job loss and income declines are drivers of
poverty and often precede episodes of mental
illness (26, 27). Evidence from natural exper-
iments confirms that this relationship is causal.
For example, reduced agricultural output and
income because of extreme rainfall caused
increased rates of depression and suicide in
rural parts of Indonesia (Fig. 3 and Box 2) (28).
Similarly, job losses because of plant closures
in Austria were associated with higher subse-
quent antidepressant use and mental health–
related hospitalization (29). Areas in theUnited
States more exposed to trade liberalization
with China saw reduced income and employ-
ment for some groups of workers and in-
creased mortality through drug overdoses
among those same groups (30). Whether
job loss worsens mental health beyond the
impacts of the associated loss of income is
unclear, but both mechanisms are argued
to play a role in the phenomenon of “deaths
of despair” (31).Conversely, income or wealth
increases can improve mental health. For ex-
ample, Native American tribes that opened
casinos have seen substantial rises in income
and reductions in anxiety relative to those that
did not (32). Some studies have shown that
lottery winners enjoy better mental health
compared with those who win less or play
but do not win (33). However, when fully
controlling for the number and frequency
of lottery tickets bought, winnings have small
or no impacts on mental health (34, 35).
The most compelling causal evidence that

poverty causes mental illness comes from
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Fig. 2. Mental health expenditure by country income category. The average percentage of
overall health budgets spent on mental health across countries in each of the four income
categories used by the World Bank. Percent spent on mental health comes from the authors’ own
calculations, using data on overall mental health spending from the WHO Mental Health Atlas 2017
(www.who.int/mental_health/evidence/atlas), with data on total overall health spending from
the WHO’s Global Health Expenditure Database (https://apps.who.int/nha/database).

Box 1. Definition and measurement of depression and anxiety.

Depression, by which we refer here to major depressive disorder, is a constellation of symptoms
that includes changes in psychomotor function, weight loss, oversleeping or undersleeping, decreased
appetite, fatigue, difficulty concentrating, extreme feelings of guilt or worthlessness, and suicidal
thoughts. According to the American Psychiatric Association’s Diagnostic and Statistical Manual of
Mental Disorders (DSM-5), diagnosis of depression requires a set of these symptoms to be present
over a 2-week period.

Anxiety, by which we refer here to generalized anxiety disorder, is characterized in the DSM-5 by
long-lasting and excessive fear and worries over at least a 6-month period, with three or more of the
following symptoms: restlessness, fatigue, concentration problems, irritability, muscle tension, and
problems with sleep. Other definitions require the presence of at least one physical symptom such as
heart palpitations, difficulty breathing, nausea or abdominal distress, dizziness, and numbness.

Measuring depression and anxiety in large population samples is feasible by using nonspecialist
surveyors or even through self-administration of questionnaires. Reliable short-form diagnostic tools
can predict professional diagnosis with rates of false positives and false negatives of 10 to 20% and
have been validated in low-income countries (151–154). Widely used tools include the Generalized
Anxiety Disorder 7-item (GAD-7) scale for anxiety, the Patient Health Questionnaire (PHQ-9) for
depression, or the Self-Reporting Questionnaire 20-Item (SRQ-20) scale for any common mental
illness. These scales typically ask respondents how much they experienced symptoms of depression or
anxiety (such as sadness, lack of concentration, or poor sleep) in the past few weeks. The PHQ-9 and
GAD-7 ask one question for each of the symptoms that are used to define major depressive disorder
and generalized anxiety disorder, respectively. In practice, depression and anxiety are correlated, as
evidenced by the fact that they share some symptoms.

The Center for Epidemiologic Studies Depression Scale (CES-D) is a popular measure among studies
of the effect of economic interventions or shocks on mental health. Several studies also use custom
indices of psychological well-being, typically an average of a life satisfaction scale, a “stress index,” and
some measure of worry or anxiety. In practice, such indices often measure several of the same
symptoms as the PHQ-9 and GAD-7.

Some national surveys already include short-form screening tools, such as the UK Longitudinal
Household Panel Survey and the South Africa National Income Dynamics Study.
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RCTs that evaluate antipoverty programs.
Several studies that evaluated cash transfer
and broader antipoverty programs have found
substantial positive impacts on mental health,
including over long time horizons, after the
effects of any initial celebratory reactions
among recipients have worn off. A meta-
analysis of these studies is provided in Fig. 4.
For example, cash transfers to Kenyan house-
holds worth $400 to $1500 at purchasing
power parity (about 3 to 12 months of house-
hold income) increased consumption and hap-
piness while reducing depression, stress, and
worries (36, 37). Scores on a depression scale
were 0.12 standard deviations (SD; closely
related to Cohen’s d) lower 4 months after

completion and 0.16 SD lower after almost
3 years, with larger transfers causing sub-
stantially larger effects.
Similarly, multifaceted antipoverty pro-

grams beyond cash transfers yield mental
health benefits. A recent large-scale random-
ized evaluation of a “graduation program”
in six countries that provided extremely poor
participants with a mix of assets, intensive
training, temporary cash support, savings
incentives, and help to access health care
found increases in consumption and assets
3 years later. The program also improved an
index of psychological well-being by 0.1 SD,
which was driven by an increase in happiness
and a decrease in mental distress (38). Prog-

rams in other settings with similar approaches
have found similar effects (39, 40). Longer-run
effects of such programs, when measured,
appear to be even larger for both economic
outcomes and mental health. In India, for ex-
ample, an index of psychological well-being
was 0.24 SD higher in the treatment group
7 years after the completion of a graduation
program (41).
Hence, across a wide range of populations

and study designs, positive economic shocks
to individuals are shown to improve mental
health, whereas negative economic shocks
undermine mental health. This robust evi-
dence, on the effects of changes in economic
circumstances, indicates that poverty does
cause mental illness. However, with two ex-
ceptions (35, 41), the above studies consider
the consequences of changes in economic
status for a few years at most. An important
question is whether these short-run effects can
persist or grow over time. For example, some
of the causal mechanisms we discuss below
could take decades to manifest. However,
there may be a hedonic adaptation effect in
which mental health eventually adapts to
the change in circumstances, so that even
permanent increases in one’s income level
have a limited long-run effect. Of course, it
could also be that the positive economic
shocks are themselves undone by future nega-
tive shocks, causing mental health to revert
to initial levels or even worsening. Ongoing
long-run evaluations of cash-transfer prog-
rams are expected to provide evidence on
this question (42).

Mechanisms for poverty causing mental ill-health

How does poverty cause mental illness? We
discuss several plausible causal mechanisms
and the limited evidence for each. The worries
and uncertainty that come with living in pov-
erty seem to be an important driver of mental
illness, as do the effects of poverty on child-
hood development and one’s living environ-
ment. We have more limited causal evidence
for other plausible channels, including wor-
sening of physical health caused by poverty,
increased exposure to violence or crime, and
the effects of low relative social status and
social isolation. Understanding which of these
mechanisms are important may have implica-
tions for policy choices. For example, if worries
and uncertainty play amajor role, then provid-
ing health and unemployment insurance may
be crucial, whereas if early-life conditions are
the key drivers, then cash transfers to parents
of young children could be the most appropri-
ate policy response.

Worries and uncertainty

The anticipation of economic shocks, not
just their occurrence, may cause mental ill-
ness. People living in poverty face substantial
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Fig. 3. Cash transfers, suicide rates, and droughts. The estimated effect of the cash transfer roll-out on
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(bottom 20% of the rainfall distribution) when the cash transfers reached them. Error bars show ±1 SEM.
Asterisks denote a significant difference between effects: ***P < 0.01.

Box 2. Cash transfers, rainfall shocks, and suicides.

Christian, Hensel, and Roth examined how income shocks affect suicide rates and depression in
Indonesia (28). They examined two natural experiments: the staggered roll-out across subdistricts of a
conditional cash transfer program and annual and spatial variation in rainfall that affects farmers’
incomes. They measured depression using a 10-question CES-D scale that is included in the Indonesian
Family Life Survey. They also used the incidence of suicides, as measured by the reports of village
leaders in census surveys.

Subdistricts that received the cash transfer program in the first wave of roll-out saw an 18% drop in
suicides (P < 0.01) relative to those that received it later, even though both sets of districts had similar
trends in suicide before the program’s start. Meanwhile, rural subdistricts that experienced excess
rainfall that increased crop yields between census years saw decreases in depression and suicides
relative to subdistricts experiencing drought. The cash transfer had its largest effects on suicide in
districts undergoing droughts, suggesting that policy can play a role in mitigating the mental health
effects of economic shocks (Fig. 3).

Because suicide was only measured at the subdistrict level in this study, it is not possible to fully
disentangle the direct effects of the cash transfers on recipients from spillover effects to others in the
village. This highlights the need for better routine data collection on mental health outcomes alongside
economic variables.
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uncertainty and income volatility and jug-
gle what are, in effect, complex financial
portfolios, often without access to formal
insurance (43). Sustained long-run exposure
to stress from managing this volatility may
threaten mental health (44). Consistent with
this hypothesis, a large-scale randomized ex-
periment among low-income individuals in
Oregon found that receiving largely free health
insurance worth $550 to $750 per year re-
duced rates of depression by about a quarter

within a few months (45). This effect did not
appear to be explained by increased mental
health care or changes in physical health. Al-
though the increase in recipients’ effective
income may have played a role, it represented
a much smaller relative increase than the cash
transfer programs described above and yet
generated a similar effect size on depression.
Further suggestive evidence for uncertainty as
a mechanism comes from the small or zero
effect of wealth shocks on mental health in

countries with generous and comprehensive
systems of social insurance, such as Sweden
(34, 35).

Environmental factors

Those living in poverty are generally more
exposed to environmental irritants posed by
pollution, temperature extremes, and chal-
lenging sleep environments (46). Many of
these factors have been linked directly tomen-
tal illness. Days with extreme heat see worse
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Fig. 4. The impacts of antipoverty programs on mental health. The
estimated treatment effects of RCTs that evaluated antipoverty programs in low-
or middle-income countries on indices of mental health (37–41, 56, 119, 131–149).
Positive treatment effects imply better mental health. “Cash Transfers” refers
to studies of unconditional cash transfers to low-income households, with the
exception of Baird et al. and Kilburn et al., who examined conditional cash
transfer programs (135, 150). “Multifaceted antipoverty programs” refers to
interventions that aimed to lift people out of poverty by providing a range of
elements, typically including asset transfers, skills training, cash support, and access
to savings and health care opportunities. Treatment effects are expressed in SD
units. If multiple follow-up measures were available, this figure shows the final
measure. The outcomes vary across studies and include screening instruments to

detect common mental illnesses [Short General Health Questionnaire (GHQ-12)]
and symptoms of depression [Center for Epidemiologic Studies Depression
Scale (CES-D) and Acholi Psychosocial Assessment (APAI-R)], indices of
psychological well-being (PWB), and a perceived stress scale (PSS). “Intervention
cost” refers to the total cost of implementing the intervention, when this is
available. When implementation costs are unavailable (as with most of the cash
transfer studies), it refers to the total undiscounted value of the transfer. MER,
market exchange rates; PPP, purchasing power parity (which adjusts exchange
rates to reflect the true cost of living). A missing value of years elapsed since
program end means that the transfer was still ongoing when outcomes were
measured. A complete description of the methodology of this analysis and details
on each of the studies is provided in the supplementary materials.
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self-reported mental health and increased
rates of self-harm and suicide (47, 48). Sim-
ilarly, sleep deprivation is widespread among
the urban poor in developing countries (49),
and sleep is thought to be a mechanism af-
fecting mental health (50, 51). Some evi-
dence exists that clinical interventions to
improve sleep reduce depression (49, 52).
Exposure to air pollution is associated with
living in poverty and may influence mental
health through multiple channels, through re-
striction of physical activity or directly owing
to neurotoxicity (53). Changes in air pollution
in China have been associated with changes in
mental health (54). In the United States, ran-
domly selected low-income households that
were paid to move to more affluent neighbor-
hoods saw reductions in depression and anxi-
ety despite little effect on income (55).However,
it is not clear whether environmental factors
or other features of high-income neighbor-
hoods generated this effect.

Physical health

Lower income is robustly associated with
worse physical health (9). Poverty increases
exposure to the environmental factors de-
scribed above and often also implies lower
access to health care, which increases the
burden of acute and chronic health condi-
tions. Worse physical health may affect men-
tal health through various channels. Chronic
pain, worries about health andmortality, the
financial costs of illness, and reduced physi-
cal activity may all worsen mental health. It is
therefore unsurprising that physical ill-health
often co-occurs with depressive and anxiety
disorders (15). However, only limited causal
evidence exists of poverty affecting mental
health through changes in physical health.
Many of the randomized interventions de-
scribed in the previous section had no detec-
table effect on physical health even as they
reduced mental illness (36, 38, 56). However,
changes in physical well-being may manifest
over a longer time frame, which may not be
captured by these short-run studies.

Early-life conditions

Exposure to poverty early in life can threaten
mental health in later years. Such effects can
be generated in utero, by exposing pregnant
women tomalnutrition or stress. For example,
the death of a mother’s relative during preg-
nancy (compared with after childbirth) pre-
dicts depression and anxiety among her grown
children later in life (57). Poverty may also
disproportionately expose children to adverse
shocks while their brains are highly plastic.
Such shocks can profoundly affect brain de-
velopment, cognitive ability, andmental health
in adolescence and adulthood (58, 59). Eco-
nomic stresses around the time of birth also
have long-termmental health costs; in Ghana,

a decrease in crop prices by 1 SD at an indi-
vidual’s time of birth was found to increase
incidence of anxiety or depression in adult-
hood by 50%, associating with maternal nutri-
tion, breastfeeding duration, vaccination rates,
and improved adult health (60). These results
imply that programs that provide financial
support for households with pregnant women
or young children may have high long-run
mental health and economic returns.

Trauma, violence, and crime

Living in poverty disproportionately exposes
individuals to crime, including violent offenses
(61). People living in poverty are also more
likely to suffer traumatic events such as the
early deaths of loved ones (62). Likewise, with-
in the household, women and children in poor
households are disproportionately affected
by intimate partner violence (63). The rela-
tionship between poverty and experiencing
violence itself may be causal: Cash transfers to
households reduce intimate partner violence
(64). In turn, both exposure to violence within
the household and exposure to violent crime
in general predict depression and other men-
tal illnesses (65, 66). Causal evidence on the
effect of reductions in crime and violence on
mental illness is needed to shed further light
on this mechanism.

Social status, shame, and isolation

Relative poverty—consumption or income rel-
ative to others in one’s society—may play a
role in the relationship between poverty and
mental illness through the resulting social
status and interpersonal comparisons. In an
interesting natural experiment, Norwegian
tax records were posted online in 2001, mak-
ing citizens’ income easily searchable. Using
survey data from 1985 to 2013, a study showed
that the gap in happiness and life-satisfaction
between the rich and poor within Norway
increased sharply once relative income became
easily visible (67). Although similar causal evi-
dence is lacking for mental illness, it is plau-
sible that diminished social status resulting
from poverty causes or exacerbates depression
and anxiety. Frequent marginalization of peo-
ple living in poverty may also result in social
isolation and loneliness (68), which in turn are
correlated with depression (69).

The causal impact of mental ill-health
on poverty

Mental illness predicts worse labor market
outcomes later in life. After a diagnosis of de-
pression or anxiety, employment rates and
incomes have been estimated to fall by as
much as half, relative to the nondepressed or
nonanxious (70, 71). Beyond such compari-
sons, whichmay be driven in part by unknown
factors such as physical health, there is little
evidence from natural experiments to link

depression or anxiety to incomes. A study
showed that the approval of lithium for treat-
ment of bipolar disorder reduced the earn-
ings penalty associated with bipolar illness
by a third in Denmark, from 38 to 26%, with
larger effects in the lower half of the earn-
ings distribution (72). Studying similar natural
experiments for depression and anxiety would
be valuable.
There is, however, a substantial body of

experiments that show a causal effect of treat-
ing mental illness on employment. A meta-
analysis that aggregated results across 31 RCTs
in developing countries showed a positive
average effect of various interventions to
treat mental illness on labor supply (73).
Among these interventions, pharmacological
and psychological treatments had similar po-
sitive effects on labor supply (0.1 to 0.15 SD),
and combining both types of treatments had
even larger effects (0.34 SD). For example, a
cheap and scalable cognitive behavioral the-
rapy (CBT) administered in India reduced de-
pression by 25 percentage points compared
with that in the control group and in turn
increased reported days of work by 2.3 days
per month (Fig. 5 and Box 3). Although these
studies do not directly show that treatment
of mental illness reduces poverty rates, higher
labor supply and earnings naturally reduce
the likelihood of living in poverty. Whether
treatment of mental illness has larger long-
run effects on consumption per unit cost
than the cash transfers described above is
unknown (73).

Mechanisms for mental ill-health
causing poverty
Cognitive function

Like any illness, depression and anxiety may
have economic effects because they directly
reduce individuals’ ability to work. Unlike
most physical conditions, however, depres-
sion and anxiety also directly affect the way
people think. Poverty itself can influence cog-
nitive function by capturing attention and
taxing mental bandwidth (74, 75). Mental
illness may have similar effects, by capturing
attention, causing excessive rumination, and
distorting people’s memories and beliefs about
their abilities (76). Such cognitive impacts
could alter a range of economic decisions
and outcomes, from finding jobs to saving
to education and by exacerbating “behav-
ioral biases” that economists increasingly
recognize as important (77). For example,
depressed individuals might avoid making
active choices and may stick with “default
options,” may have decreased sensitivity to
incentives because of anhedonia, or may have
difficulty choosing among several options.
Understanding the importance of this mech-
anism relative to more “direct” economic ef-
fects through disability or health expenditures
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is crucial for correctly measuring the eco-
nomic burden of mental illness and design-
ing economic policy for those whose mental
health is compromised.

Beliefs

Beliefs about one’s own and others’ abilities,
circumstances, and actions are central to eco-
nomic decision-making. Mental illness may
distort such beliefs in various ways. Depres-
sion is associated with more negative beliefs
about oneself and the external world (78, 79).
Depressed individuals are more likely to re-
member negative stimuli and have trouble
disengaging from negative information once
it grabs their attention (76). As such, although
healthy individuals tend to protect overly
optimistic beliefs about themselves by ignor-
ing negative information (80), correlational
evidence suggests that the depressed update
their beliefs more pessimistically (81). Anx-
iety, meanwhile, is associated with greater
selective attention toward threatening stimuli
(82), which could lead to overestimation of

risks and thus reduced risk-taking. Such evi-
dence is consistent with mental illness caus-
ing pessimistic beliefs, pessimistic beliefs
causing mental illness, or both. Causal evi-
dence on how treatment of depression or
anxiety affects beliefs would help disentangle
these potential explanations.

Preferences

Mental illness may affect economic prefer-
ences, such as the extent to which people are
willing to defer gratification (time preferen-
ces), tolerate risk for higher expected rewards
(risk preferences), or split rewards between
themselves and others (social preferences).
For example, depression may diminish a per-
son’s patience and altruism. Similarly, anxiety
disorders may reduce people’s willingness to
take on even modest levels of potentially pro-
fitable risk. Such impacts could in turn change
a variety of economic behaviors, such as la-
bor supply decisions, savings and investment
choices, consumption behavior, and the take-
up of social programs. The limited evidence

on correlations between mental illness and
economic preferences is mixed (83–85).

Labor supply and productivity

Depression and anxiety often affect individ-
uals in the prime of their economic lives and
can be highly recurrent (86). The depressed
beliefs and distorted preferences described
above may reduce motivation and labor sup-
ply. In addition, depression can have a direct
effect on productivity, such as through in-
creased fatigue and lack of concentration.
Depressed individuals may therefore work
fewer and shorter days and produce less per
hour (87). Depressed workers might also
be more easily discouraged during their
job search or when facing setbacks at work.
As described above, substantial causal evi-
dence exists that treatment of mental illnesses
increases employment (73). However, there
is little evidence on whether this happens
through higher at-work productivity, greater
job search intensity, changed beliefs, or other
mechanisms.

Stigma

Mentally ill individuals contend with sub-
stantial social stigma and negative stereo-
typing (88). This may result in discrimination
in employment (89), which could lower wages
and limit employment opportunities relative
to equally productive mentally healthy work-
ers. On top of this, those living with a mental
illness are excluded from disability benefit
schemes in many low-income countries (90).
More generally, others’ reluctance to inter-
act socially with mentally ill people (88) may
exclude them from social networks that pro-
vide economic opportunities. Stigma may also
affect the formation and dissolution of house-
holds in ways that disadvantage the mentally
ill (91). Depression and anxietymay comewith
a “discount” on the marriage market, causing
mentally ill individuals to form households
with less well-off partners, increasing the
chances of living in poverty.
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Fig. 5. Impacts of behavioral activation on depression, labor supply, and health costs. The mean values for the treatment and control groups of depression
[measured with a Patient Health Questionnaire–9 (PHQ-9) score greater than 10], days unable to work, and health costs (excluding the intervention cost) at 3 months.
Error bars denote ±1 SEM. Asterisks denote a significant difference between treatment and control after adjusting for covariates: *P < 0.1; ***P < 0.01.

Box 3. An example of a psychotherapy intervention with positive economic effects.

Patel et al. conducted an RCT of a brief behavioral activation (BA) therapy program, administered by
nonspecialist counselors in a sample of 495 depressed adults in Goa, India (155). Compared with a
control group that received enhanced usual care, treated patients were >60% more likely to be in
remission 3 months later (64 versus 39%), as measured with a PHQ-9 score (Box 1) below 10, and
maintained these gains after 12 months.

Those patients also reported being able to work 2.3 more days per month on average (P = 0.004)
and reduced health costs, excluding intervention costs, of $20 per month (P = 0.07) (Fig. 5). For
comparison, a month’s wages for a low-skilled worker in the study context was around $415. Given an
average intervention cost of $66 per patient, in economic terms the intervention was highly cost-
effective and may have paid for itself within a few months. After 12 months, the fall in treated patients’
health costs alone had already significantly outpaced the cost of intervention, although the difference
in days worked was no longer significant (94).

Other evaluations of inexpensive psychotherapies implemented by nonspecialist counselors in low-
income settings have found similarly large effects on mental health (122). More evidence on the effect
of such psychological interventions on broader economic outcomes would be highly valuable. For
example, future trials could be linked to administrative or standardized survey data on wages, earnings,
and consumption.
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Health expenditures
Mental illnesses may deepen poverty through
its impacts on health and health expenditures.
In developing countries, people living in pov-
erty usually pay most of their health costs out
of pocket (92). Globally, 150 million people are
estimated to have catastrophic health expen-
ditures each year, which are defined as health
care payments totaling more than 40% of a
household’s nonsubsistence expenditures (93).
Costs associated with treatment of mental
illness rarely account for large shares of in-
dividuals’ budgets because most affected
individuals remain untreated. However, de-
pression and anxiety frequently co-occur with
other health conditions (15), and such comor-
bidity with depression is associated with
substantially higher health expenditures for
a range of health conditions (16, 17). Indeed,
treatment of depression has been found to
reduce overall health care costs (94).

Women’s empowerment

The burden of mental illness falls dispropor-
tionately on women (1). A large-scale (n = 903
participants) RCT that evaluated CBT inter-
vention for depressed pregnant women in
Pakistan found a 17% reduction in depression
rates compared with a control group 7 years
after the intervention (95). Reduced depres-
sion among these women was accompanied by
increased economic empowerment by 0.29 SD
as measured in increased control over house-
hold and personal expenditures. Such im-
pacts may have implications for women’s
consumption and relative poverty within the
household.

Intergenerational effects

Improving a parent’s mental health can bene-
fit the next generation. In the above study in
Pakistan, women who had received the inter-
vention sent their children to better schools
andhadmore learningmaterials in their homes
(95). Similarly, other RCTs found that treat-
ment of mothers’ depression improves their
interaction with their children and their child-
ren’s mental health (96). Although little direct
evidence shows that such interventions lead
to improved educational outcomes or earn-
ings, there is reason to believe they may. A
substantial body of work from other con-
texts shows that early-childhood invest-
ments have large effects on children’s income
as adults (97).

Human capital accumulation

The onset of common mental illnesses often
coincides with secondary and tertiary edu-
cation and the early stages of an adult’s work
career (86). Mental illnessmay therefore cause
long-run economic hardship by reducing school
and college completion rates, worsening early-
career job placements and hindering skill

acquisition (98). This suggests the possibility
of particularly high economic returns from
improving mental health among adolescents
and young adults. Although longitudinal stud-
ies show a substantial correlation between
mental illness among students and subsequent
educational outcomes, there is little experimen-
tal evidence to date that treatment of depres-
sion or anxiety among adolescents leads to
improved educational outcomes (99).

Outlook

Having discussed some of the mechanisms
that influence the relationship between pov-
erty andmental health, we can speculatemore
broadly on how the relationship between po-
verty and mental illness may evolve, what this
means for policy, and what directions may be
fruitful for research.

Aggregate economic conditions

Economic growth and other ongoing global
trends are unlikely to improve mental health
by themselves. Higher income causes better
mental health at the individual level, yet on
average, the prevalence of mental illness is
not lower in rich countries. To the contrary,
existing evidence shows a higher prevalence
of common mental illness in richer countries
(Fig. 6) (100). This cross-country difference
cannot be interpreted causally, and concerns
remain about differences in methodology,
diagnosis, or reporting across contexts (101).
However, one way to reconcile the contrast-
ing within-country and cross-country relation-
ships is the possibility that relative, rather
than absolute, poverty is the more relevant
cause of mental illness. Risk factors, includ-
ing inequality and relative poverty, or the
stresses of urban environments, may deterio-
rate rather than improve as whole economies
expand. Within-country inequality has in-
creased in many countries in recent decades,
despite substantial reductions in extreme
poverty and global inequality (102). Com-
placency about mental health among the
poor is therefore not warranted even in the
presence of aggregate economic growth. For
example, the burden of disease attributable
to mental and neurological disorders in India
and China increased by 61 and 28%, respec-
tively, between 1990 and 2013, despite im-
pressive economic growth (103).

Climate change

Themore frequent occurrence of extreme heat
because of climate change is anticipated to
exacerbate mental illness directly (104, 105).
The increased frequency of weather-related
disasters, such as floods and hurricanes, poses
a threat to mental health through greater ex-
posure to trauma (106). Climate change also
threatens mental health through its negative
economic consequences, which are likely to

be more pronounced in low-income countries
(104). Extreme temperatures during the ag-
ricultural growing season that damage crops
and thus economic well-being have been re-
ported to increase suicides in agricultural
regions in India (107). Predicted increases in
water scarcity and droughts are also likely to
worsen economic and in turn psychological
well-being. Climate change is also expected to
lead to increased violence and political conflict
over the next century through increased pres-
sure on resources, such as productive land
and, possibly, psychological effects of heat on
aggression (108). This combination of econo-
mic and political consequences of climate
change may increase the flow of refugees and
economic migrants, with concomitant chal-
lenges to mental health (109).

Technological change and globalization

For many of those living in poverty across the
world, technological change and globalization
offer enormous economic opportunities; how-
ever, both phenomena produce winners and
losers. The costs to losers, especially low-wage
workers in high- andmiddle-income countries
who lose jobs as a result of changes in patterns
of trade or automation, can be long lasting
and substantial (110), resulting in worse men-
tal health (29, 30). Although most economic
research on these topics focuses on rich coun-
tries, there is an urgent need to understand
the mental-health effects of these economic
changes in poorer countries.
Offering social insurance and welfare, skills

training, and job transition programs, includ-
ing psychotherapies for workers exposed to
the harmful effects of technological change
and globalization, will be important to pro-
tect mental health. One example is the on-
going Building Bridges and Bonds evaluation,
which provides a tailored CBT intervention
to unemployed (formerly incarcerated) men
in the United States, in conjunction with tra-
ditional job-seeking services, in an attempt
to increase employment and wages.

Pandemics

Public-health crises such as the ongoing
COVID-19 pandemic tend to disproportionate-
ly affect those living in poverty (111). They may
worsen mental health on average and partic-
ularly among the poor. Income and employ-
ment losses as a result of morbidity can be
large, which in turn can reduce mental health
through the mechanisms described above. In
addition, the exposure to trauma, increased
worries and uncertainty, and worse physical
health will tend to impair mental health, in
turn reducing income and employment. How-
ever, ongoing progress in reducing the burden
of other diseases that disproportionately af-
fect the poor—such as cholera and diarrhoeal
infections, tuberculosis, malaria, and other
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insect-borne diseases—will provide a counter-
vailing force likely to improve mental health
among the poor. The COVID-19 pandemic has
the potential to set back progress in reducing
the enormous burden of these diseases.

Social media

The spread of mobile phones and the internet
opens up opportunities for poverty alleviation
(112) and new ways to deliver mental health
care. However, some of these technologies
may pose new threats to mental health. Al-
though more causal evidence is needed, some
studies have found that depression is corre-
lated with internet addiction and with the in-
tensity of use of social media among young
adults and adolescents (113, 114). Recent ran-
domized interventions show that deactivat-
ing social media accounts for 4 weeks led to
0.1 SD reductions in depression and anxiety
scores (115, 116). Increased access to the inter-
net and social media among the global poor,
although presenting enormously valuable be-
nefits, may therefore also pose some threat to
mental health among the poor (117).

Implications for research and policy

Because mental health and poverty are inti-
mately linked, interdisciplinary collaborations
between mental-health researchers and social
scientists studying poverty are essential (Box 4).
Evaluations of economic interventions should
carefully measure impacts on mental health,

and vice versa. An example of such work is
Bhat et al., in which a team of psychiatrists
and economists followed up on psychotherapy
clinical trials in India and deployed the tools of
behavioral economics and psychiatry to study
long-run effects of psychotherapy on mental
health, economic well-being, and decision-
making (118).

Policy tools

There is a strong economic case for investing
in the mental health of people in poverty. A
recentmeta-analysis showed thatmental health
interventions in low- and middle-income coun-
tries, including psychotherapy and pharma-
cotherapy, had similar or larger effects on
employment than economic interventions
such as cash transfers, job training programs,
and multifaceted antipoverty programs (73).
Yet, they were an order of magnitude less ex-
pensive to deliver. Such treatments could there-
fore be the most cost-effective antipoverty
intervention, at least among the subset of
people who are mentally ill. However, we know
little about how to optimally combine, dose, se-
quence, and target economic andmental health
interventions. For example, combining psycho-
logical and economic interventions may lead to
treatment effects that are greater than the sum
of their parts. In particular, improved mental
health could increase the economic returns of
receiving cash or asset transfers by improving
decision-making and productivity.

Recently, innovative studies have compared
the effects of providing psychotherapy, cash
support, or both among low-income popula-
tions. An RCTmeasured the effect of 8 weeks
of CBT and/or $200 in cash support to 999
criminally engaged men in Liberia (119). Al-
though the psychotherapy targeted antisocial
behavior rather than mental illness per se, the
study found that the combination of cash trans-
fer and psychotherapy improved an index of
self-regard andmental health by 0.2 SD a year
later (P = 0.024), accompanied by a modest
reduction in depression and psychological dis-
tress (–0.11 SD, P = 0.24). The combined treat-
ment not only reduced antisocial behavior but
also increasedpatience and self-control,whereas
neither cash nor therapy alone had detectable
effects. However, none of the treatments ap-
parently influenced consumption or income a
year later. More studies along these lines would
be valuable.

Treatment gaps

In poor countries, the fraction of individuals
diagnosed with depression and anxiety who
do not receive treatment often exceeds 90%
(11–14). Such treatment gaps likely result from
a combination of poor supply and low demand
for mental health services.

Increasing supply

Resources for mental health care are extreme-
ly limited in low-income countries (Fig. 7), and
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people living in poverty often lack access
to basic mental health care (120). For ex-
ample, some estimates suggest that India
has only 3900 psychiatrists for more than
1.3 billion people, and 13 psychiatrists serve
Zimbabwe’s 14 million people (121). However,
cost-effective and scalable strategies for treat-
ing mental illness in low-resource settings
do exist. Evidence from multiple countries
shows that “psychosocial” treatments such
as manualized talk therapies can be highly
effective at low cost, even when delivered
by nonspecialist community health work-
ers (122, 123). An even more pared-down—
but still effective—approach is the “friendship
benches” of Zimbabwe, in which nonspecialist
health workers (popularly known as “commu-
nity grandmothers”) provide problem-solving
therapy with components of behavior activa-
tion to patients (124).

Reliance on in-person training and super-
vision of the community health workers by
experts is a major barrier to scaling these
approaches. The Empower initiative seeks to
address these structural barriers through the
deployment of digital platforms to enable
frontline workers to learn, deliver, and master
evidence-based brief psychological treatments
for mental health problems, using innovative
practices such as coach-supported learning and
peer-supervised quality assurance, all delivered
through digital tools (125). Empower will roll
out the brief behavioral activation treatment
developed and evaluated in India and Nepal
(Box 3) to community health workers in India
and the United States from 2021 onward.

Stimulating demand

Even in settings with affordable and effective
mental health services, many people do not

seek or adhere to treatment (126). People
often lack mental health literacy and may
not possess basic information about mental
health conditions and their risk factors, symp-
toms, and potential treatment options (127).
Stigma and shame can further depress de-
mand for mental health services. But there
are examples of successful community-based
programs that increase mental-health liter-
acy and boost the share of mentally ill indi-
viduals who seek treatment; for example, the
VISHRAM (Vidarbha Stress and Health Pro-
gramme) initiative, rolled out in 30 villages
in rural India, deployed “change agents”—
typically, persons already playing leadership
roles in the villages—to engage the commu-
nity in conversations around mental health
and illness, using a range of contextually ap-
propriate strategies such as group discussions;
the program led to a sixfold increase in help-
seeking by persons with depression in just
18 months (128). A priority for future work
should be the evaluation of such programs
at scale, as well as testing approaches that
bundlemental health treatments with other un-
stigmatized services, subsidizing or even reward-
ing the take-up of treatment, or using remote
technologies such as app-based therapy that
are less likely to expose individuals to stigma.

Poverty traps

A classic idea in development economics is
the existence of a “poverty trap” (129). This is
the idea that below a certain threshold level
of wealth, people are not able to earn and save
their way out of poverty. They remain trapped
in poverty precisely because of the depriva-
tions associated with poverty and not because
of any intrinsic lack of ability. Such poverty
traps could exist for many reasons. For exam-
ple, the very poor may not be able to afford
enough food to be productive at work. Re-
cent evaluations of multifaceted antipoverty
programs have provided some evidence for
the existence of such poverty traps (39, 41).
However, the underlying mechanisms are un-
clear. The evidence of a bidirectional causal
relationshipbetweenpoverty andmental health
presented in this Review suggests that mental
health could be a keymechanism: There could
be psychological poverty traps. Some of those
living in poverty may be ensnared in a vicious
cycle of poverty and mental illness (5). If this
is the case, a one-time economic or psycho-
logical intervention of sufficient magnitude
may “push” people into a state of sustainably
higher income and better mental health.

Conclusion

The causal relationship between poverty and
mental health we have described could not be
more pertinent than in the ongoing pande-
mic, which has already adversely affected both
of these outcomes. Given the surge of deaths
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Box 4. Priorities for future research on poverty and common mental illnesses.

1. Measurement of mental health in economic surveys to estimate

The comparative impacts of diverse economic interventions, such as insurance, social safety,
and employment support, relative to cash transfers

The longer-run effects of antipoverty programs
The effects of absolute versus relative poverty
The effect of technological change and globalization on high and low-wage workers
The impact of the looming global economic recession resulting from COVID-19

2. Measurement of economic outcomes in intervention studies for depression and anxiety,
which includes

Income, labor supply, productivity, and profits from self-employment
Economic preferences and beliefs; investment and savings behaviors
Household expenditures and consumption, including within-household allocation of resources

3. Evaluations of interventions to reduce stigma and to boost demand for mental health care,
which includes

Diverse mental health literacy approaches, from mass-media campaigns to grass-root awareness building
Subsidies and incentives for seeking and engaging with mental health care
The effects of interventions on marginalized and underserved communities

4. Evaluation of technologies to increase the coverage of effective psychotherapies,
which includes

Text, phone, or video delivery
Digital approaches to training, supervision, and quality assurance for frontline providers
Artifical intelligence bot-based and other guided self-help approaches, adapted to different languages and

cultural contexts

5. Evaluation of interventions to interrupt the intergenerational transmission of poverty and
mental illness, such as through

School mental health–promotion programs and measurement of effects also on educational attainment,
labor supply, productivity, and earnings

Treatment of parental mental illness and measurement of effects on children’s cognitive and educational
outcomes
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of despair in the United States in the wake of
the Great Recession of 2008 (31), we have
grave concerns about the mental-health impli-
cations of the economic recession confronting
the world. The pandemic has disproportion-
ately affected the poor and may have lasting
adverse impacts on their economic and men-
tal well-being. Amassive investment inmental
health was long overdue even before the pan-
demic and has become critically urgent now.
Beyondmore money, this is also an important
opportunity to invest wisely in lower-cost in-
novations that provide quality care to low-
income and disadvantaged communities and
to integrate economic interventionswithmen-
tal health care to reduce historic disparities in
both wealth and mental health.
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Fig. 7. Availability of mental health workers across countries. The mean numbers of psychiatrists, social
workers, psychologists, and nurses working in the mental health sector (per 100,000 people) are shown
for countries in each of the four income categories used by the World Bank. Data on mental health workers
come from the WHO’s Global Health Observatory (http://apps.who.int/gho/data/node.main.MHHR?lang=en)
and are for the most recent year available (which ranges from 2013 to 2017).
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