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Introduction

No matter what society's good intentions may be to promote the mental health of children and
adolescents, one incontrovertible fact of life is the pervasive scarcity of resources. There never will
be enough resources to meet all needs or to satisfy all preferences. Consequently, difficult choices
have to be taken about how to use the resources that are available. For example, if there are more
children and adolescents needing to see specialist staff than there are treatment sessions available,
who should get priority? Which treatment type should be offered to a child and family with a
particular set of needs and circumstances? What proportion of a mental health budget should be
diverted away from treating identified needs in order to uncover previously unrecognized needs?
What should be the balance between prevention and "cure?" How should available resources be
allocated between different medical specialties, or between (say) the health, education and hous-
ing systems?

In this chapter we describe how arguments and empirical techniques developed by econo-
mists can be applied to inform and assist decisions about the allocation of resources to and
within child and adolescent mental health systems. We describe some of the economic con-
sequences of mental health problems, both in childhood and later in life, to demonstrate the
breadth of impact. We introduce two key criteria in resource allocation—efficiency and equity—
and thereafter describe how economists examine these through cost-effectiveness analysis (CEA).
We set out the main ingredients for such an analysis and comment on work undertaken to date
in the child and adolescent mental health field. We then illustrate some of the ways in which
economic evaluative evidence is being used in health and related systems today to inform
efficiency-based decision making. Subsequently, we look at barriers to such utilization and
draw some broad conclusions.
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Costs

Childhood Economic Implications

Child and adolescent mental health problems have economic implications whether or not they are

recognized and treated. When treatment is offered, there would be costs associated with health,

education, social work or other service utilization, and in well-developed mental health systems

this multiplicity of contacts is a common, indeed welcome, feature (Glied & Cuellar, 2003). On

the other hand, if mental health needs are not recognized or treated appropriately, there could

still be economic implications, since young people might have problems with educational engage-

ment and attainment, or—as adults—might have difficulties with employment and income later.

There could also be substantial detrimental effects of untreated morbidity on families.

One study in London illustrates the immediate (short-term) economic implications of mental

health problems in childhood. Romeo, Knapp, and Scott (2006) looked at 80 children aged three

to eight with severe antisocial behavior referred to child and adolescent mental health services.

Although recently referred, these children and their families were using several services as a result

of their antisocial behavior (in the health, education, and social care sectors), but the non-service

costs to families (principally from lost income because parents had to cut back their employment)

were larger.

The extent to which the economic consequences of childhood or adolescent mental health prob-

lems fall outside the health sector, or fall to families, would vary from country to country, depend-

ing on availability of treatments, how the boundaries between service systems are configured, and

cultural contexts. A general point to emphasize, however, is that many young people with mental

health problems have needs in multiple life domains, and each of these needs could have economic

ramifications. Too often, unfortunately, decisions about treatment and care are taken in system-

specific "silos" with little attempt to gain an overarching strategic view or to coordinate action (Glied

& Cuellar, 2003). Professional rivalry, myopic budget protection, performance assessment regimes

or simply slow bureaucratic processes are among the barriers. Yet coordinated action can pay off.

Foster and Connor (2005) found that delivering child and adolescent mental health services as part

of a system-of-care approach, while more expensive than standard services, reduced expenditure in

other sectors (juvenile justice, child welfare, special education, inpatient services).

Adulthood Economic Implications

Mental health problems experienced in childhood or adolescence can have long-term adverse ef-

fects on psychosocial outcomes such as relationships, crime and substance misuse, and on quality

of life. Some of these later effects have economic consequences. Studies that have explored the
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connections between childhood disorders and adulthood economic consequences point to un-
usually high utilization rates of health and other services in adulthood, links between behavioral
problems and later criminal activities, and often very marked impacts related to employment
(such as not being employed, or being frequently absent, or earning lower wages). For example,
Scott, Knapp, Henderson, and Maughan (2001) described how conduct disorder at age 10 years
(which was found for the most antisocial 3 percent of the London sample studied) and conduct
problems (found for the next 9 percent) led to greatly elevated costs in adulthood (at around age
28) for a number of agencies, and especially for the criminal justice system.

Another English study looked at a large cohort of people born in one week in 1970, examining
links between antisocial conduct, attention deficit and anxiety at age 10, and some employment-
related consequences at age 30 (Knapp, King, Healey, & Thomas, 201 la). The effects of antisocial
conduct on adult labor market outcomes were complex. Males with antisocial conduct at age 10
showed a higher probability of being unemployed at age 30 (after adjustment for other children
and family factors), which was expected, but they also had higher earnings than those without such
behavior. Attention deficit problems at age 10 were associated with lower employment rates, worse
jobs, lower earnings if employed, and lower expected earnings overall at age 30 (for both males and
females). Anxiety problems were associated with lower earnings.

The fact that childhood mental health problems are strongly linked to higher service utiliza-
tion and costs in adolescence, at least into early adulthood, and also to adverse employment-
related experiences 20 years later, should encourage more effort to be made to explore earlier
detection and intervention to head off these negative outcomes for children, their families and
wider society.

Efficiency and Equity

Scarcity of resources means that hard decisions always have to be taken about what to fund, what
to deliver, to whom, over what time period, and so on. A number of objectives might underpin

such difficult decisions, such as trying to maximize the impact of therapeutic services, integrat-
ing more children with behavioral problems into mainstream education, broadening access to
evidence-based medications or parenting programs, improving fairness in what financial contri-
butions families are required to pay for treatment, improving the targeting of services on assessed
needs, and preventing needs emerging in the first place.

None of these is first and foremost an economic question, but each stems from the scarcity
of resources relative to needs and wants. And each, therefore, generates questions about what
resources get used and with what impacts (e.g., what needs are prevented, identified, treated or
met), and those latter questions certainly are economic in nature. They concern the relationship
between the resources used, the services or support arrangements provided, and the outcomes
achieved for individuals, families, and society.
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Consequently, decision makers—from those who control national or regional health or other
budgets to those professionals who actually deliver the services to children and families—face

difficult choices. They need to be clear about the basis upon which they choose one option over
another. Two broad resource-related criteria often considered are efficiency and equity.

Efficiency

It means achieving the maximum impact from a given level of resources, or minimizing the re-

sources needed to achieve a particular level of impact. In the child and adolescent mental health

context, efficiency would most usefully be defined in terms of child and family outcomes achieved
(such as needs met or quality of life improved) from a specified volume of resources (such as an
available budget). Most mental health systems are inefficient. One reason is because key decision

makers have little or no understanding of the relative costs and effectiveness of treatment options.
This is where cost-effectiveness analyses can contribute so valuably.

Equity

This relates to the distribution of outcomes, access to services and payment for them. Most mental
health systems are inequitable because they do not distribute these benefits and burdens fairly, but
instead—wittingly or unwittingly—allow social, economic or underlying demographic charac-

teristics to have an influence (or because they do not act to counter the negative consequences of
random events). Hence, access to, payment for, or impact of evidence-based treatment might be
unfairly distributed according to gender, ethnicity, age, language, religion, socioeconomic group,

place of residence, or ability to pay.

Economic Evaluations

Defining Cost-Effectiveness

When considering whether to recommend, license, purchase or use a particular mental health

intervention, decision makers are looking for answers to two questions. The first is what we can
call the effectiveness question: Does it work? That is, is the intervention effective in alleviating be-
havioral, emotional or other symptoms, and more generally is it able to improve quality of life?

If the answer to this effectiveness question is "yes," then there is a second question: Is it worth it?
That is, does the intervention achieve the improved outcomes at a cost worth paying? This latter
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is the cost-effectiveness question. The meaning of the word "worth" in the cost-effectiveness question is

not necessarily straightforward. One reason is because the question must be set in context. Deci-
sion makers need to ask whether the intervention is worth it—not in some absolute sense—but

in comparison with what other options there might be. We discuss the meaning of worth in more

detail later.
These two questions define an economic evaluation. The main ingredients when thinking

about cost-effectiveness, and particularly when conducting a formal analysis, are:

• Two or more treatments or interventions or policies that are being compared, including
the option of doing nothing;

• Outcomes of each of them, measured in terms of (say) changes in symptoms and quality
of life over time; and

• Associated costs of each, measured in terms of health system resources used to deliver the
interventions and perhaps also some measure of the wider resource implications.

An evaluation that has all of these ingredients can provide decision makers with relevant in-

sights into efficiency and, in some respects, also equity. An analysis that misses one or more of

these ingredients, for example, one that looks only at comparative outcomes and ignores costs, or

stacks up the costs of different policy options without assessing the outcome implications, might

still be useful, but it "cannot" provide evidence on efficiency.
Cost-effectiveness evaluations come in different forms, as we describe below, but they have a

lot in common. They share a common approach to the conceptualization, definition, and mea-

surement of costs. They tend to differ in how they define and assess outcomes, and this is primar-

ily because they seek to answer slightly different policy or practice questions. In the subsections
that follow, we therefore describe the different questions that a cost-effectiveness study might

address, and then turn to the measurement of costs and outcomes. The key ingredient is to un-

derstand how trade-offs are made between costs and outcomes. Two further subsections examine
the slightly more technical issues of utility and benefit measurement, both of which are becoming

increasingly relevant, not just in how health economic evaluations are conducted, but also in how

decision makers utilize the evidence that is generated.
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Question and Perspective
i

If the question to be addressed by an economic evaluation is about improving health in a particular

clinical context—for example, what is the most appropriate treatment for a child with particular
mental health needs in particular family circumstances—then information will be needed on the

comparative costs of the different treatments available, including the option of not treating at all,
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and the comparative outcomes (measured in terms of symptom alleviation, improved functioning
and quality of life and so on). A CEA would then be an appropriate type of economic evaluation
(see the subsection on effectiveness measurement).

The decision maker's question might actually be broader: they might need to choose whether
to treat more children with behavioral or emotional problems rather than spending the funds
elsewhere in the health system, say in pediatrics or cardiology. The decision maker would then
need to know the costs of each of the different options—just as they did for the previous
question—but now they need an outcome measure that allows them to compare the impact
of treating behavioral or emotional problems with treatment in the pediatrics or cardiology
fields. For this comparison they need a common metric that has validity across different health
domains. The most common metric employed in health economics is a generic measure of
"utility" or a measure of overall disability, and the type of analysis now conducted is sometimes
called a cost-utility analysis (CUA). We discuss utility measurement later in a devoted subsection.

An even wider decision-making perspective would be to ask whether it is better to increase
expenditure in the health system to allow more people to be treated or whether to spend more
money on (say) improving school education or to invest in a country's transport infrastructure.
In this case, the decision maker again needs information on the comparative costs and impacts

of the different options, but they now need an even broader measure of "impact," one that is rel-
evant across each of these public policy areas. The usual choice for such a broad impact measure is
money, leading to a form of evaluation that health economists call cost—benefit analysis. We come
back to these monetary benefit measures later.

Linked to the specification of the research response to the policy or practice question that is
to be addressed is therefore the perspective to be taken. Is the evaluative information needed to
help resource allocation within a particular agency (such as a child and adolescent mental health
service), or within a particular system (such as the health care system or education system) or
within a broader public policy or societal setting. The breadth of perspective would determine the
breadth of both cost and outcome measurement.

Cost Measurement

Some costs are directly associated with a disorder or its treatment, such as the money spent on
medications and other health services. Other costs are indirect, such as lost productivity because
of ill-health or the family cost of unpaid care. How broadly the costs are measured would depend
upon the purpose and perspective of the study. In the examples we gave earlier there were both
direct and indirect costs. Romeo et al. (2006) reported that only 5 percent of the total cost associ-
ated with supporting children with persistent antisocial behavior was carried by the health service,
with the remainder falling to schools (especially special education), social care agencies, commu-
nity voluntary organizations, families (disrupted parental employment, household damage etc.),
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and the welfare benefits system. In one of the longitudinal studies we described, the much higher
adulthood costs for people who as children had a conduct disorder fell mostly on the criminal

justice system (Scott et al., 2001). In these illustrations the indirect costs were high.
When an evaluation is carried out, data is needed on the services that individuals use as well

as on the impacts on families. Information on service use might come from organizational billing

systems, which record amounts transferred between purchasers and providers for mental health
and other services used by individual children or families, or alternatively might be collected
specifically for the purposes of research through interviews with children, parents or service pro-

fessionals. One instrument that has been widely used is the Client Service Receipt Inventory

(Beecham & Knapp, 2001; Chisholm et al., 2000).
The next task is to attach unit cost estimates to these service use data. These are the average

costs for units of provision, such as the cost per family per session of psychological therapy or
the cost per child per day in an inpatient adolescent ward. In England, an annual compendium

of health and social care unit costs readily provides these figures (Curtis, 2010). In most other
countries, however, unit cost data are not routinely available and so it is usually necessary for the
decision maker (or the research economist) to calculate unit costs anew.

When carrying out cost-effectiveness evaluations in the child and adolescent mental health

field, the main cost categories that would need to be included in calculating a unit cost are as
follows:

• Salaries of staff employed in prevention
• Treatment and care services
• Facility operating costs (e.g., cleaning, catering)
• Overhead costs (e.g., personnel, finance)
• Capital costs for buildings and durable equipment

Effectiveness Measurement

As we noted above, probably the most intuitively familiar type of economic evaluation is CEA
which measures costs, as set out in the previous subsection, and measures outcomes along dimen-
sions that would be immediately recognized by clinicians and other service professionals—such
as changes in symptoms, behavior and functioning. A CEA can then help decision makers choose

between interventions aimed at specific health needs, such as two different treatments for child-
hood depression. For each outcome measure in turn, a CEA computes and compares the differ-

ence in costs between two interventions and the difference in the outcome. If one intervention is
both more effective and also less costly than its comparator, then it would clearly be seen as the
more cost-effective of the two. But, if one intervention is both more effective and more costly

than the other, then a trade-off has to be made (see the following subsection).


