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Abstract

Micro evidence for employed workers has led to the claim that globalisation,
i.e. higher trade exposure, has far-reaching implications for mental health
problems in some advanced countries. Evidence for other aspects of globalisa-
tion at the cross-country level is scarce. Using information on depression and
anxiety, combined with proxies for different dimensions of globalisation, we
undertake a detail analysis in a large sample of countries. We go beyond the
simple impact of globalisation in observable labor market outcomes and show
that more globalized counties experience higher mental distress than less glob-
alized countries. In particular, we show that even though trade globalisation
reduces mental health disorders at the country-level, the positive influence of
social globalisation prevails over the economic dimension. Hence, our results
complement documented consequences of globalisation on mental health out-
comes by showing that factors involving cross-border movement of cultures
and openness of media play a major role.
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1 Introduction

Today, about 970 million people around the world suffer from a mental or substance
use disorder. In particular, according to WHO’s Global Burden of Disease 2017, the
largest number of these people had an anxiety or depression disorder (around 4 and
3.3 percent of the global population, respectively). Twenty percent of workers in the
OECD countries currently suffer from some form of mental disorder and 50% of peo-
ple experience mental health problems at least once over their lifetime (Colantone,
Crino, and Ogliari (2019)). Moreover, even though mental health disorders are still
significantly under-reported, particularly at lower incomes where data is scarcer, it
is estimated that almost three-quarters of the global burden of disease worldwide
occurs in low-and middle-income countries.

Mental disorders are not limited to a small group of predisposed individuals
but are a major public health problem with noticeable economic consequences. In-
deed, it is projected that, between 2011 and 2030, the cumulative economic output
loss associated with mental disorders would be around US$ 16.3 trillion worldwide,
making the economic output loss related to mental disorders comparable to that of
cardiovascular diseases, and higher than that of cancer, chronic respiratory diseases,
and diabetes (see Trautmann, Rehm, and Wittchen (2016)). Moreover, evidence
suggests that there is a negative correlation between prevalence of particular mental
health disorders (depression and anxiety have been the most widely assessed) and
self-reported life satisfaction. This suggests that life satisfaction and happiness tends
to be lower in individuals experiencing particular mental health disorders. Mental
health is also known to be an important risk factor for the development of substance
use disorders (either in the form of alcohol or illicit drug dependencies).

A recent literature associates the prevalence of mental disorders for employed
workers in advanced economies with the process of globalisation. Even though much
of this work is rather limited in its geographical scope and/or in their concept of
globalisation, i.e. flow of goods, it is useful in delineating the sorts of factors that
link mental health to the forces of globalisation. For instance, Colantone, Crino, and
Ogliari (2019) suggest that, by increasing competitive pressures, trade can carry sig-
nificant mental health problems for exposed workers in the U.K. In particular, they
document that import competition worsens mental distress by inducing greater job
displacement, lower wage growth and a reduction in job satisfaction due to heavier
workload, greater job insecurity and gloomier expectations about the future. In
a similar vein, Lang, McManus, and Schaur (2019) provide evidence that Chinese
import competition, i.e. the “China syndrome”, in local labor markets tends to
worsen stress, anxiety, and depression in the U.S. Evidence focusing explicitly on
the effects of globalisation on mental health in emerging economies has been com-



paratively limited so far. A useful exception is Crozet, Hering, and Poncet (2018)
that using data from the China Family Panel Studies they look at the other side
of “China syndrome” and investigate the repercussions from enhanced exports on
Chinese well-being. Their results show that enhanced export opportunities improve
life satisfaction of the local population. However, they do not observe any negative
effects on mental health following rapid export growth.

In this paper, we make several novel contributions to the literature. First, we
consider globalisation as a comprehensive, multidimensional process that covers not
only economic, as it is usually the case, but also social and cultural aspects. Under-
standing globalisation as a multidimensional process is closer to the common usage
and definitions of the term than an individual indicator like trade openness, and
helps to account for the possibility that the comprehensive concept may be more
than the sum of its constituent parts (e.g. Lang, McManus, and Schaur (2019)).
Relying on this aggregate concept of globalisation also allows us to avoid possible
collinearity and simultaneity problems with multiple interrelated dimensions of glob-
alisation (e.g., trade, capital flows, technology diffusion, liberalization policies).

The influences of individual factors on mental health are then addressed sepa-
rately. Disentangling the multidimensional concept of globalisation is also impor-
tant. Indeed, globalisation is a complex network of interrelated processes which
could impact mental health of a nation’s population in opposite directions. For in-
stance, trade globalisation might be seen as a work-related risk factor for individuals
working in an industry exposed to a stronger foreign competition. However, it is
important to keep in mind that mental disorders are not limited to this group of in-
dividuals. Cultural or social cross-communication are key factors in the breakdown
of boundaries in the world that might impact mental health more generally than
just in exposed workers (Kelly (2018)). In particular, it is suggested that modal-
ities such as the internet, film and television, are factors that play a key role in
enhancing globalisation, can lead to identity confusion among individuals and be a
source of stress (e.g. Bargh and McKenna (2004), Arnett (2002)). Yet, globalisation
also implies increasing levels of trade in health services, such as movement of health
workers, medical tourism, and foreign direct investment, all of them with potentially
positive effects of mental distress. Therefore, we consider the following aspects: eco-
nomic flows (trade and financial), social flows (migration, exports of technology and
trade in personal services) and social liberalization indicators (access to telephone,
television and internet). The influences of these individual factors on mental health
in the total population should be addressed separately, while keeping in mind the
fact that one group of processes very often amends the other.



Second, we rely on a large sample of countries, allowing us to go beyond a case
study with a simple comparison of national conditions. Our analysis explores the
influence of globalisation on mental health worldwide and, separately, for advanced
and emerging countries. This distinction is important since most of the consequences
of globalisation may be totally different for these two groups of countries. Indeed,
the literature provides evidence of a positive link between trade and mental distress
in some western countries. The arguments is that the changing nature of work,
i.e. the increasing fragmentation of the labour market, the demand for flexible con-
tracts, increased job insecurity, a high work pace, long and irregular working hours,
low control over job content and process, and low pay, together with new occu-
pational hazards related to the globalisation process act as acculturative stressors
(e.g Colantone, Crino, and Ogliari (2019) or Lang, McManus, and Schaur (2019)).
However, there are potential mechanisms working in the opposite direction, particu-
larly in emerging countries. For instance, globalisation, in theory, intends to provide
more jobs, specially for low-income workers in developing countries, and this work
in return can contribute to lower distress among the population. While the precise
impact of different manifestations of globalisation in developing countries is hard to
predict, it may at least be conceivable that data tell a different story compared to
western countries.’

Overall, the process of globalisation clearly has both negative and positive re-
sults and it is likely to create both losers and winners. Since there is no clear a
priori effect of globalisation on mental distress at the country level, the sign and
magnitude of the effects are thus open to empirical investigation. To the best of our
knowledge, this is the first paper that put together data covering 67 countries for
the 1990-2016 period, providing the largest data set that can be used in empirical
studies linking globalisation and mental health.

Our results show that, at the multidimensional level, there is a positive rela-
tionship between globalisation and both depression and anxiety. However, unlike
previous studies based on employed workers, this study finds that trade globalisa-
tion reduces depression and anxiety at the country level. The overall positive effect
is then explained by a strong, positive, influence of the social component of globali-
sation. Indeed, factors linked to cross-border movement of cultures and openness of
media, e.g. migration, telephone subscriptions, the share of households with a tele-
vision and individuals using internet, etc, prevail over the economic dimension. In

IEven though the link between globalisation and mental health in emerging economies is un-
explored in the literature, there is evidence showing that globalisation, in particular tighter trade
linkages, has improved social conditions and contributed to a reduction in inter-state wars in in
recent decades in emerging market economies (e.g. Black and Brainerd (2002) and Lee and Pyun
(2016)).



sum, our findings suggest that globalisation appears to be neither the magic solution
to improve life conditions, as some proponents would claim, nor an unmanageable
risk for mental distress, as others have sought to portray it. Our paper provides
complexity and diversity of the outcomes.

In what follows, Section 2 reviews the existing literature that represent the point
of departure for our analysis. Section 3 introduces the data set and presents some
descriptive statistics. The empirical analysis is found in the sections that follow.
Section 5 presents the results. Finally conclusions are presented in Section 6.

2 Evidence on globalisation and mental health

There is a broad literature that analyses the effects of globalisation on labour market
outcomes, in most cases using micro data. For example, Autor, Dorn, and Hanson
(2013) explore the effect of rising Chinese import competition between 1990 and
2007 on US local labour markets. They find that rising imports cause higher unem-
ployment, lower labor force participation, and reduced wages in affected local labour
markets. McManus and Schaur (2016) explore how the international trade affects
occupational safety in US manufacturing industries. Using Chinese import growth
in 1996-2007 as a shock of competition, they find that import competition increase
work place injuries, especially at small firms that are most affected by foreign im-
ports.

Regarding mental health, most of the research also relies on micro data. For
example, Bechtel, Lordan, and Rao (2012) analyse the causal relationship between
income inequality and mental health in Australia. They find that mental health
is only adversely affected by the presence of relative deprivation to a very small
degree. Using data for the UK, Dustmann and Fasani (2016) explore the effect of
local crime rates on the mental well-being of the population and find that crime
causes considerable mental distress of residents, especially property crime. Another
example is Farré, Fasani, and Mueller (2018) that show strong connection between
unemployment and mental disorders using data from the Spanish Health Survey.
Exploiting the collapse of the construction sector to identify the causal effect of
job loss, they find that an increase of the unemployment rate by 10 percent due to
collapse of the sector, raised mental disorders in the affected population by 3 percent.

The relationship between globalisation and mental health is more scarce. As far
as we know, most of the literature relies on survey data for employed workers in
some advanced economies. For instance, using Danish data on individuals’ health
and Danish matched worker-firm data, Hummels, Munch, and Xiang (2016) find



that when firm exports rise for exogenous reasons, the hazard rates of worker-level
stress, injury and illness increase.? Recently, Colantone, Crino, and Ogliari (2019)
study the effect of import competition on workers’ mental distress using information
on mental health of workers from the British Household Panel Survey combine with
measures of import competition in more than 100 industries over 1995-2007. They
provide evidence that an increase in import competition has a positive, statistically
significant, and large impact on mental distress. In particular, for a one standard
deviation increase in import competition, a worker would need a yearly monetary
compensation of 180 British pounds to make up for the ensuing utility loss. They
detect that import competition worsens mental distress through greater job displace-
ment, lower wage growth, a reduction in job satisfaction due to heavier workload,
greater job insecurity and gloomier expectations about the future, in terms of ca-
reer progression and overall financial perspectives. Similarly, Lang, McManus, and
Schaur (2019) show that average mental, physical, and general health worsens for
employed workers in local U.S. labor markets exposed to greater import competition
from China.?

For emerging economies, also using micro data, Crozet, Hering, and Poncet
(2018) explore the inverse of the China syndrome: they analyse the extent to which
increased export opportunities have influenced well-being of Chinese workers. The
analysis is based on panel data covering approximately 25,000 adults across 122
Chinese localities in 2010, 2012 and 2014. Their results show that perceived life
satisfaction has improved significantly when local export markets have increased,
beyond improving local GDP per capita and individual incomes. However, they
fail to find evidence of deteriorating physical and mental health following greater
exposure to international markets as suggested by Hummels, Munch, and Xiang
(2016). Similarly, Tanaka (2019) provides evidence that exporting has large positive
impacts on working conditions for workers in Myanmar. In particular, exporting
leads to the adoption of better fire safety and health management, improvement in
interactions with unions (including allowing unions), and increases in wages. As
in Crozet, Hering, and Poncet (2018), there is no evidence on the causal effects of
exporting on mental health.

2According to Hummels, Munch, and Xiang (2016), a 10% exogenous increase in exports in-
creases women'’s rates of depression by 2.5%, and hospitalizations due to heart attacks or strokes
by 15%. Furthermore, men and women have higher injury rates. They also show that men and
women work longer hours and take fewer sick-leave days.

3Lang, McManus, and Schaur (2019) find that moving a region from the 25th percentile to the
75th percentiles of import exposure corresponds to a 7.8% increase in the morbidity of poor mental
health and also corresponds to adding about 3 days of poor mental health per year for the average
adult.



3 Data and Conceptual Issues

In this section we present the main variables that we use for the empirical analysis.
We start by presenting the measurements of mental health. We then describe the
different indicators for globalisation as well as the control country-level factors.

A. Mental Health

The data currently available from population-based surveys on mental health are
often limited to a few specific mental health disorders. Fortunately, the Institute for
Health Metrics and Evaluation (IHME) from the University of Washington provides
estimates of the prevalence of a wide range of mental health disorders across all age
groups based on a wide variety of data sources and a set of assumptions in their
IHME’s Global Burden of Disease (GBD). This is currently one of the only sources
which produces global level estimates across most countries on the prevalence and
disease burden of mental health.*

We concentrate on the prevalence of depression and anxiety for 65 countries over
the 1990-2016 period. According to the World Health Organization (WHO) depres-
sive disorders are characterized by sadness, loss of interest or pleasure, feelings of
guilt or low self-worth, disturbed sleep or appetite, feelings of tiredness, and poor
concentration. Depression can be longlasting or recurrent. Anxiety disorders, in
turn, refer to a group of mental disorders characterized by feelings of anxiety and
fear, including generalised anxiety disorder (GAD), panic disorder, phobias, social
anxiety disorder, obsessive-compulsive disorder (OCD) and post-traumatic stress
disorder (PTSD). As with depression, symptoms can range from mild to severe.
The duration of symptoms typically experienced by people with anxiety disorders
makes it more a chronic than episodic disorder. As seen in tables 1 and 2, preva-
lence of depression vary by country, from a low of 2.3% in Poland to 5.6% of the
population in Morocco in average over the studied period. In the case of anxiety, a
2.0% of the population is affected in Vietnam compared to 8.7% in New Zealand.
Note that the prevalence also differs by country group, the average depression and
anxiety being both higher in advanced economies.®

4The GBD acknowledges the clear data gaps which exist on mental health prevalence across the
world: despite being the 5th largest disease burden at a global level (and within the top three across
many countries), detailed data is often lacking. This is particularly true of lower income coun-
tries. Moreover, the range of epidemiological studies the IHME draw upon for global and national
estimates are unequally distributed across disorders, age groups, countries and epidemiological
parameters.

5Since many people experience both conditions simultaneously (comorbidity), it is inappropriate
to simply add these two figures together to arrive at a total for common mental disorders.
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B. globalisation

We first use the composite index of of globalisation as proposed by Dreher (2006).
This widely used index combines economic, social and political dimensions to mea-
sure the concept in a multidimensional way.® One of the great advantages of this
index (The KOF index) is that it provides a comprehensive concept of globalisation
that considers the interaction and integration among people rather than a more
narrow term to refer only to international trade. It also allows us to disaggregate
the social and economic dimension of globalisation that we use for the subsequent
analysis. The index takes values from 1 to 100 with high values indicating high
level of globalisation. Tables 1 and 2 provide averages over the 1990-2016 period
for each country. As expected, the globalisation indicator is larger in advanced
than in emerging countries (81.3 and 63, respectively). Within the advanced coun-
tries, Belgium presents the highest indicator and Greece the lowest (87.8 and 75.01,
respectively). Regarding emerging countries, the differences are even larger, with
Singapore averaging 80.3 and Laos with a low 36.

One of the advantages of the globalisation index is that it can be decompose into
economic globalisation and social globalisation. In particular, economic globalisa-
tion includes i) trade, hidden import barriers, mean tariff rate, taxes on international
trade (in percent of current revenue) and ii) financial globalisation that captures for-
eign direct investment, portfolio investment, international debt, income payments
to foreign nationals, investment restrictions and capital account openness. On the
other hand, social globalisation includes: i) interpersonal, factors such as interna-
tional voice traffic, transfers, international tourism, migration, telephone subscrip-
tions, freedom to visit and international airports; ii) informational factors as Patent
applications, number of international students, share of households with a television
set and individuals using the internet and, iii) cultural factors capturing trade in
cultural goods, trademark applications, trade in personal services, number of Mc-
Donald’s restaurants and IKEA stores, gender parity expenditure on education and
civil freedom.

As Tables 1 and 2 show, social globalisation is higher in both groups of countries
compared to economic globalisation. For advanced countries, the social globalisation
index is 81.7, while economic globalisation is 73.7. In the case of emerging coun-
tries, both social and economic globalisation are lower than for advanced economies
(58.3 and 55.8, respectively). We can also observe that there seems to be a high
correlation between the two dimensions of globalisation: countries that have high
economic globalisation, in general, present high social globalisation. However, we

6See Gygli, Haelg, Potrafke, and Sturm (2019) for a full description of the KOF index.
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observe countries with a higher index of economic globalisation than social globali-
sation like Luxembourg or Vietnam, and on the other side countries with a higher

social globalisation index compare to economic globalisation like Australia or Colom-
bia.”

The relationship between globalisation and mental health is shown in Figures 1 and
1. The figures on the left show the relationship between globalisation and depres-
sions and figures at the right show that between anxiety and globalisation. In Figure
1 each point represents a combination of a country in a given year. Figure 2 shows
relationships between the average globalisation score and average mental health for
a given country. These figures seem to indicate a positive relationship between the
broad concept of globalisation and mental distress. Let us now investigate these
links in more detail.

C. Additional Variables

The factors involved in mental health are many and varied. In addition to the afore-
mentioned indicators of globalisation, we include a series of control variables, most
of them borrow from the psychology and sociology literature or from micro-oriented
studies: the natural logarithm of GDP per capita (in constant US dollars), the per-
centage of urban population (% of total), the percentage of industrial employment
(% of total employment) and the unemployment rate. In all cases, data was ex-
tracted from the World Bank’s World Development Indicators.

The relationship between a country’s GDP and mental health is ambiguous. Some
studies conclude that richer countries tend to have a higher proportion of the pop-
ulation with mental problems (Ayelet Meron Ruscio (2017)). However, it could
be argue that rich countries have more ability to reduce mental disorders through
a wide array of mechanisms such as improved capacity to purchase and provide
health care —including mental health—, increased government welfare policies, and
higher levels of educational attainment, presumably leading to better mental health
behavior (Knapp, Funk, Curran, Prince, Grigg, and Mcdaid (2006)).

We also controlled for urbanization and industrialization. The arguments to do so
are several. First, there is evidence that urbanization leads to a massive increase in
behavioral disturbance as well as depressive and anxiety disorders. The proposition

"Oberlander, Disdier, and Etilé (2017) find high correlation between both dimensions —economic
and social- in each country. Meanwhile, Olivier, Thoenig, and Verdier (2008), analyzing the effect
of globalisation on diet, predicts that both dimensions have different and opposite effects.

11



Figure 1: Depression, Anxiety and globalisation. Overall

Depression (% ) versus Globalization (with least squares fit) Anxiety diserders (%) versus Globalization (with least squares fit)

5 T T T T T T T s T T T T —— T T
¥ =234 + 0.0176% =

¥ = 1.67 + 0.0414% + .
O Lt
e +

. q RE—
A
- o+ kg 1?& M

»,«N —gﬁ« mem

s P

uw" * Tk e
At

st b e e R STt

-

R
e

Depression (% )

+é'*$ P st e

Anxiety disorders (%)

il i
W o T

au—;w

s R e L T T

o B g o it

2 L L L L L L L 0 L L L L L L L
30 40 50 60 70 80 90 30 40 50 60 70 80 90

Glebalization Globalization

Figure 2: Depression, Anxiety and globalisation. Country averages
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is that breakdown of families, overcrowded physical environments, high levels of vio-
lence and accidents, insecure tenure and poor housing, social deviance, competition,
class conflict, poverty or economic disparity, among other factors, could be traced to
many of the social processes accompanying urbanization and industrialization (see
Harpham (1994), Marsella (1998), Bibeau (1997), among others). Moreover, access
to the natural environment and outdoor spaces are believe to reduce stress, anxiety
and depression (e.g. Beyer, et. al. and Reklaitiene, et. al.). However, the opposite
relationship can also be justified since urbanization may provide better access to
proper sanitation and health —including mental health— care services (See Ruhm
(2000) and Ruhm (2003)).

Finally, we also include the unemployment rate. Indeed, unemployment is one
of the most important determinants of physical and mental health. A number of
theoretical contributions justify a positive relationship. For instance, in his life-span
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development theory Erikson (1959) postulates that healthy emotional well-being
among adults depends on the capacity to economically contribute to the family and,
more generally, the society. Alternatively, Jahoda (1982) and Warr (1987) claim
that unemployment negatively affects mental health since it prevents a person from
obtaining the non-monetary benefits of work —such as a structured day, shared ex-
perience and opportunities of creativity and mental development. A large body of
empirical studies, such as Linn, Sandifer, and Stein (1985), Kim, et. al or Farré,
Fasani, and Mueller (2018), also report a negative association between unemploy-
ment and a mental health.

4 Empirical Implementation

Starting with the most parsimonious model, we are primarily interested in how
mental health is affected by various manifestations of globalisation:

MHit :ai‘l‘ét“‘/@GlObit—l_l'ﬁX,it—l+5it; = 1,...,C,t: 17"'aT7 (1)

where M H;; represents one of the dependent variables of interest (i.e., depression,
anxiety) in country ¢ for period ¢ —C' and T are the number of countries and time
periods, respectively—, Glob denotes globalisation, X’ the vector of control variables
described above, a; and d; are full sets of country fixed effects and period fixed ef-
fects, respectively and ¢ is the error term. The parameter of interest is 3, the causal
impact of globalisation on mental health.

Unavoidably, our strategy undergoes from several limitations. Most of them are
data-related. Indeed, using aggregate cross-country level data rather than individual
level data impede us to use information on the objectively measured mental health
status of each individual and to control for relevant individual-level characteristics
such as education, age or household size, etc. These are features that should in-
crease the analytical precision. Having said that, by using country-level information
of depression and anxiety, we are able to go beyond the purely economic effects in
terms of employed workers and, therefore, to draw some major causal claims about
our findings.

Moreover, examining the causal effect of globalisation on mental health is chal-
lenging and some potential problems need to be taken into account: unobserved het-
erogeneity and possible endogeneity of different explanatory variables. Unobserved
heterogeneity is based on the circumstance that even a careful selection of determi-
nants cannot ensure that all differences between the countries under consideration
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are adequately accounted for. If these unobserved characteristics correlate with the
dependent variable or the control variables under consideration, the explanatory
power of unobserved characteristics may falsely be assigned to other determinants.
Thus, unobserved heterogeneity can result in distorted OLS estimates for all de-
terminants. For this reason, fixed effects models were used in the analysis. These
control for differences between the countries that can assumed to be approximately
constant over the observed period of time.

Endogeneity problems can occur when interdependencies exist between the de-
pendent variable and one or more determinants. Reverse causality, however, should
not be an issue in our case, because a country’s globalisation process is unlikely to be
driven by the current realization of mental distress. However, all independent and
control variables are lagged by one year to mitigate the possibility of simultaneity
or reverse causality bias.

5 Results

We now present the empirical results. We start by showing the influence of the
broad concept of globalisation on mental distress. We then “unpack” the overarching
concept of globalisation into its constituent parts.

5.1 globalisation and mental health: baseline

The baseline estimates of eq.(1) are reported in Table 5.1.> In columns (1) and
(3), we show estimates of a parsimonious specification, in which depression or anxi-
ety are regressed only on the globalisation indicator, the (log) GDP per capita and
individual and time fixed effects. These results show that globalisation induces a
significant increase in mental distress, the coefficients 3 being positive and signifi-
cant. The regression results can be interpreted as follows: If the globalisation index
rises by one standard deviation, the percentage of the population with depression
or anxiety increases by about 0.03 and 0.04 percentage points respectively (which is
around an increase of 1% in the proportion of people with this problem). However,
as this association may in part be driven by country-level confounding, it is also
important to consider its robustness by including relevant controls. In column (2)
and (4), we show that the adding of country level controls reduces the magnitude
of the association, although the parameters for the globalisation dummies remain
positive and significant at the 5% level.

8We normalize the globalisation indicators by its overall standard deviation for ease of inter-
pretation
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Looking at the effect of the main control variables, higher income per capita is
associated with lower mental distress, reflecting probably rich countries’ ability to
reduce mental disorders through a wide array of mechanisms, including improved ca-
pacity to purchase health care, increased government welfare policies, and higher lev-
els of educational attainment, presumably leading to better personal mental health
behavior. On the contrary, a higher proportion of the population employed in in-
dustry relates to higher mental distress risk. Interestingly, the unemployment rate
and a high proportion of people residing in urban areas have opposite effects on de-
pression and anxiety: an increase of the scores are associated with higher depression
risk but lower anxiety.

The table also shows some interesting results in terms of the differences between
emerging and advanced economies. The results in column (5), (7), (9) and (11),
without controls for any factors except country and time dummies and GDP per
capita, indicate that greater globalisation is associated with a lower (higher) risk
of being mentally distressed in emerging (advanced) countries. Even though con-
trolling for individual covariates reduces the magnitude of the association, the signs
remain the same, except in the case of depression in emerging countries which be-
comes non significant. These results suggest that globalisation may be perceived as
an opportunity in emerging countries, reducing anxiety and depression.
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5.2 Decomposing globalisation Measures

As we mentioned above, the first goal of our study is to analyse the causal impact
of globalisation. Our empirical approach is thus tailored to answering this ques-
tion. Its applicability to testing individual channels might be more limited given
the collinearity and simultaneity problems that bias estimates when the effects of
numerous interconnected dimensions of globalisation (e.g., trade, capital flows, mi-
gration, etc) are tested simultaneously.” Keeping this in mind, we can still gain
further insight on the effects of globalisation by unpacking the aggregate index into
its two main components, economic and social globalisation, and add them, one at
the time, and then together, to the baseline regressions. These gradual steps allow
us to provide more robusts results. Indeed, on the other hand, we avoid collinearity
between different subcomponents. On the other hand, putting these scores together
in the same model help us to consider the more realistically hypothesis that the dif-
ferent aspects of the globalisation process occur simultaneously. Note also that given
the evidence of heterogenous effects of globalisation across sub groups of countries,
we perform the subsequent analysis distinguishing advanced and emerging countries.
Table 5.2 presents the main results.

9n order to rule out that coefficients are unstable because of multicollinearity, we checked the
variance inflation factor (VIF). When the models contain the sub-indices they do not exhibit a
VIF substantially larger than the rule of thumb of 10.
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Columns (1), (2), (5), (6), (7), (8), (11) and (12) in Table 5.2 assess the influence
of economic globalisation on mental distress. The results indicate that, in general,
a higher score is associated with lower depression or anxiety in emerging economies,
even when we add country control to the models. However, our empirical analysis
does not reveal a significant effect of economic globalisation on advanced countries.

In Table 5.2 we also consider the association between social globalisation and
mental distress. It is evident that this dimension has the most stable and pro-
nounced association with both depression and anxiety, as adding different sets of
control variables changes the magnitude of the association only slightly. This result
remains valid even when we consider both globalisation indices together. Depend-
ing on the specification, a one standard deviation on the social globalisation index
is associated with an increase the share of the population with a mental distress
between 0.04 and 0.18.

The final step of our analysis consists of a further disaggregation of the economic
and social dimensions of globalisation in order to better understand the underlying
mechanisms. Therefore, economic globalisation consists of trade and capital flows
and tariffs and import barriers. Social globalisation, in turn, captures individuals’
exposure to external ideas, people, and information flows and is disaggregated into
interpersonal (telephone, traffic, tourism, etc), informational (internet users, televi-
sions per capita) and cultural (ikea and McDonald’s, gender parity, etc) proximities.
Even though some aspects of the index may appear problematic (i.e. the idea that
the number of McDonald’s is an appropriate measure of cultural proximity), in the
absence of other comprehensive measures of globalisation we rely on these measures
as by far the best existing measures of globalisation. Table 5.2 present the estimated
coefficients of our variables of interest.!?

The results for emerging economies, which are presented in panel (A) in table
5.2, show that higher trade integration reduces mental distress in most specifications
but may constitute a risk-factor for depression in emerging economies. Although,
arguably, the biggest attention has so far been directed at the negative impact of
trade flows in mental health for employed workers, our results show that, at the
country level, trade globalisation process may reduce the risk of mental disorders.

Finally, in table 5.2 we also present the results related to the disaggregation of
social globalisation. In line with the results of the previous Section, individuals’
exposure to external ideas, people, and information flows are strongly positively re-
lated to greater mental disorder risk, particularly in advanced countries. This result

10The specifications include all the control variables (not presented in the tables to save space).
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may suggest, for instance, that excessive or “maladaptive” use of phones, internet,
television, etc. may lead to greater incidences of depression and anxiety in users. It
is, however, tricky to parse out whether or not excessive social globalisation causes
these symptoms, or rather if it just exacerbates existing depression and anxiety.
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6 Conclusions

Mental disorders are an important public health problem in our society with no-
ticeable economic consequences. Globalisation has often be held responsible for
attenuating mental health disorders. The existing evidence for this claim, however,
consists mostly of case studies linking some economic aspects of globalisation, i.e.
trade integration, and some labour market outcomes for employed workers in ad-
vanced countries. Quantitative measures of the range of potentially very different
globalisation-related drivers involved have not been examined so far. In this paper
we explore the association between two expression of mental disorder, namely de-
pression and anxiety, with globalisation. Importantly, we disentangle the economic
and social dimensions of globalisation in order to provide a richer analysis.

Using aggregate country level data we find that the relationship between mental
distress and globalisation depends on the specific dimension of globalisation. In-
deed, we find that greater globalisation is associated with more depression and more
anxiety. In particular, if the globalisation index rises by one standard deviation,
the percentage of the population with depression or anxiety increases by about 0.03
and 0.04 percentage points, respectively. In addition to our main result, our analy-
sis generates findings worthy of further examination. First, we find that our main
results are driven by social globalization. Specifically, while the social globalisation
dimension appear strongly positively related to mental distress, the same is not ap-
parent for economic globalisation. This is a rather surprising finding, given the focus
of most of the literature on the link between mental distress of employed workers
and economic —trade— globalisation.

Second, exploring the differences between emerging and advanced countries, we
observe that higher globalisation is associated with greater mental problems in ad-
vanced countries. However, this is not the case in emerging economies. This is
related to the fact that in these countries, higher economic globalisation is associ-
ated with lower anxiety and depression, counteracting the negative effect of social
globalisation. In the advanced countries, in turn, there is no effect of economic glob-
alisation; we only observe that higher social globalisation is associated with greater
mental problems.

If globalization is having a significant impact on the risk of mental health as our
results show, then there is a need for additional mechanisms able to protect mental
health during the globalizing process. Moreover, given that social globalisation
seems to be the main driver of mental distress, our results merit further research
to gain knowledge on the specific mediating mechanisms related to the cross-border
movement of cultures and openness of media.
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Annex

Table 6: Multicollinearity diagnostics: Variance Inflation Factors

Variable Advanced Emerging
Variable countries countries
Unemp. rate 1.377 1.171
Urban pop. 1.698 2.489
Tertiary edu. 1.864 3.462
Emp. in ind. 3.003 1.683
(log) GDPPC 3.502 10.634
Trade 3.119 2.942

FDI 3.663 2.486
Migration and other interpersonal 0.288 5.415
Technology exp. and other informational 2.333 8.235
Telephone and other Interpersonal 2.006 3.302
Trade in personal services and other cultural 2.095 6.546

TV, internet and other Informational 3.080 6.442

Notes: This table presents the Variance Inflation Factors. Minimum possible value = 1.0.
Values > 10.0 may indicate a collinearity problem
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