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Usually there is more than one outcome that needs to be compared. The economist will then

compute cost differences and a number of effectiveness differences, one for each relevant outcome
dimension. This approach is sometimes called cost-consequences analysis. It has the advantage of
breadth, but poses a challenge if one intervention is found to be better than the alternative in-
tervention on one outcome measure but worse on another. It is then not immediately obvious

which one of these two interventions is to be preferred, and a decision maker would need to
weigh the strength of evidence, which inevitably introduces value judgments as to which outcome
dimension(s) they believe to be of most importance. For this and other reasons, attempts have

been made to find summary outcome measures that can range across all the dimensions (see the
discussion on Utility).

Making Trade-offs

If an evaluation finds one intervention to be more effective but simultaneously more expensive

than another intervention, which of them would be more cost-effective? A trade-off must be made
between the better outcomes and the higher costs necessary to achieve them. The precise amount

or threshold at which societies are willing to spend additional money for improved outcomes is a
value judgment. It is not necessarily an arbitrary amount, but it is a value that comes from outside
the evaluation context. The classical way of presenting the evidence from an economic evaluation

so as to illustrate the nature of the trade-off is to calculate the incremental cost-effectiveness ratio.

This ratio divides the extra cost associated with a new intervention by its additional effect. Health
economists now employ the net benefit approach to explicate the nature of the trade-off. The
point to emphasize is that there is no value-free scientific basis for trading off costs and outcomes:

it is a question of someone (the decision maker somewhere in the system) deciding whether the
better outcomes are worth the higher costs.

Utility Measurement

One way to overcome the potential problem of different outcome dimensions pointing in dif-
ferent directions is to employ a single, over arching measure. This is also the way to compare in-

terventions in different diagnostic areas. Health economists have developed preference-weighted,
health-related quality of life measures. The value of the quality of life improvement is gauged in
units of utility, usually expressed by a combined index of the mortality and quality of life effects
of an intervention. The best known such index is the Quality Adjusted Life Year (QALY). Values

are elicited from the general public on the quality of life associated with different states of health,
with 1 being time spent in perfect health and 0 representing death. In essence, the value of years
of life lived is then adjusted to take account of the quality of life experienced during that time
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period. For instance, if living with severe depression is valued by the public as being 0.8 of time
spent in full health then an additional 5 years of life lived with severe depression would be equiva-

lent to 4 quality-adjusted life years.
A CUA then measures the outcome difference between two interventions in terms of QALY

gain, and compares this with the difference in costs. CUAs have a number of attractions, includ-
ing their use of a unidimensional, generic outcome measure that allows comparisons across diag-
nostic groups, based on an explicit methodology for weighting preferences and valuing health

states. But the utility measure may be thought to be too reductionist and insufficiently sensitive
to changes expected in some clinical areas. This has been argued to be the case in respect of

some mental health treatments (Chisholm, Healy, & Knapp, 1997). Another outcome measure
that endeavors to be valid across different health domains is the Disability Adjusted Life Year
(DALY), which has been more widely employed than the QALY in low-income country evalu-

ations. Cost-utility analyses produce estimates of cost per QALY gain from one therapy over
another, which can then inform health care resource allocation decisions. We discuss this in the

next section.

Monetary Benefits

Another approach to economic evaluation, cost—benefit analysis, values all costs and outcomes
(benefits) in the same monetary units. If benefits exceed costs, the evaluation provides support for
the intervention, and vice versa. With two or more alternatives, the intervention with the greatest

net benefit (the monetary difference between outcomes and costs) would be deemed the more or

most efficient.
Cost-benefit analyses are intrinsically attractive, as we noted earlier, because they can help

decision makers to allocate resources across very different systems, for example, comparing in-
vestments in health care with those in housing, education or transport. There have been very few
cost—benefit analyses of mental health care interventions because of the intrinsic difficulty of

attaching monetary values to outcomes.

The Evidence Base

There are few completed economic evaluations in the'child and adolescent mental health field,
and even then some of the published studies are not very good in terms of quality, with meth-
odological limitations such as small sample sizes and narrow cost measures. Romeo, Byford, and

Knapp (2005) found only 14 published studies that could be described as economic evaluations.
Five years later, Kilian, Losert, McDaid, Park, and Knapp (2010) found 21 cost-effectiveness
studies in the child and adolescent mental health area (two on the topic of prevention and 19 on
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psychiatric or psychological interventions). Fourteen of these were based on new primary data
collections and seven on simulation models, the latter focusing mainly on drug treatments and

the former mainly on non-medical interventions. A further three modeling studies are described
in Knapp, McDaid, and Parsonage (201 Ib), work that fed into the development of the new Mental
Health Policy Strategy in England.

The small size of the evidence base about such a fundamental issue as the efficient way to use
scarce resources is disappointing, and severely limits the information available to decision makers
as they aim to make the best use of resources.

How can we judge the quality of these and other evaluations? Two immediate checks can be
made, one in relation to costs and the other in relation to outcomes:

• Have all the relevant costs been taken into account? There can be many inputs to a mental
health system broadly defined, including health, social care, education, housing, social
security and other support. There are also other economic impacts, such as lost productiv-
ity, premature mortality and family burden. It might be necessary to measure all of these,
depending on the policy or practice question that needs to be addressed and the perspec-
tive necessary for the evaluation.

• Are all the dimensions of effectiveness taken into account? Good mental health care is ob-
viously not just about tackling clinical symptoms, but about improving young people's
ability to function in ways that are valued by them (such as performing well at school and
integrating with peers) and improving quality of life.

Most of the completed economic studies have been undertaken in North America, parts of West-
ern Europe and Australia. But the results of economic evaluations often do not transfer well from
one country or health/care system to another because of differences in structure, financing ar-
rangements, incentives and relative price levels. There might also be differences in the appropriate
choice of comparator—a new therapeutic approach might look attractive compared to current
arrangements in one country but not in comparison to what is generally the norm elsewhere. It is
infeasible and certainly unnecessary to carry out an evaluation every time a policy decision needs
to be taken, but evidence-based decisions are generally thought to be better than evidence-free
decisions. This could mean using the results from a study carried out in another country, or up-
dating a previous study, or carrying out a modest adaptation to adjust for context.

Using Economic Evidence

As we have already noted, decision makers in health and related systems across the world are
increasingly turning to economics for evidence to help inform, shape, and support their actions.
We offer some brief examples here to illustrate how information on costs and cost-effectiveness
evidence is being used.
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Interest Group Lobbying and Marketing

Earlier in the chapter we described some of the cost impacts of child and adolescent mental health
problems, and it has become common today, across the health field and across countries, to find
studies that calculate the overall economic impact of a condition or disability. The aim of these so-
called "cost-of-illness studies" is to add up the direct costs of treatment and support, together with
the indirect costs of reduced productivity because of interrupted employment and the unpaid
support provided by family members. Studies of this kind give lobbyists and advocacy groups the
economic ammunition to argue the case for more attention and probably more resources to be
allocated to improve prevention, treatment, and support.

A similar approach is often employed as a marketing strategy by pharmaceutical, medical de-
vices, and other private sector companies. The aim again is to draw attention to what is considered
to be a neglected set of needs, and in that way to encourage greater spending on meeting those
unmet needs. In some countries there may be formal requirements, primarily for the manufactur-
ers of new pharmaceuticals, to submit information on the cost-effectiveness of their medications
to regulatory authorities (see the following subsection). Even where no such regulations exist,
pharmaceutical companies may commission additional clinical and economic evidence to try
to demonstrate that their product is both more effective and cost-effective than other available
treatments. Consequently, economic evaluations sometimes get commissioned by companies for
this purpose, some of them of good quality and some not. Of course, treatments that do not have
proprietors, such as psychological therapies, may lose out in the battle to convince budget holders
how and where to spend their money.

Policy Development and Monitoring

A major and growing use of economic evidence is in the formulation and monitoring of policy,
and this has been a core theme running through our discussion in this chapter so far. For
example, the Department of Health in England commissioned a series of studies from our re-
search center in order to see whether there was an economic case for mental health promotion
and mental illness prevention (Knapp et al., 201 Ib). Among the studies included in our report
were economic models of parenting programs where a family had a child with conduct disorder,
school-based social and emotional learning programs, anti-bullying interventions in schools,
and early intervention services for psychosis. Another example is the Mental Health Pact pro-
duced by the European Commission and the EU Member States, again to help promote mental
well-being and address the needs of people with mental health problems. In developing the case
for the Pact, the Commission puts much emphasis on arguments highlighting the economic
impacts of poor mental health (McDaid, 2008). At a broader international level, the World
Health Organization (WHO) has invested in cost-effectiveness evidence within its Choosing
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Interventions that are cost-effective programs. This endeavor has collated information for each
of the 17 WHO sub-regions on the costs and impact on population health and cost effective-

ness of different health interventions (Hutubessy, Chisholm, Edejer, & WHO-CHOICE, 2003;
Chisholm, Sanderson, Ayuso-Mateos, & Saxena, 2004; Chisholm, van Ommeren, Ayuso-Mateos,

& Saxena, 2005).

Guideline Development

A growing number of high-income countries have set up mechanisms to formally consider the
cost-effectiveness of new technologies, in order to inform reimbursement and coverage decisions,

and/or to draw up treatment guidelines. The National Institute for Health and Clinical Excellence
(NICE) in England and Wales is perhaps the best known of these national bodies; it evaluates

specific technologies and develops clinical guidelines which are then used to shape practices across
the national health services. Once NICE decides to appraise an intervention or "technology" (a
treatment, device or therapy), an expert committee examines the synthesis of information on both

the clinical effectiveness and potential cost-effectiveness of the intervention. Usually it asks for an
estimate of the cost per QALY gained compared with current treatment as part of its appraisal.
Effective interventions that are seen to have an affordable cost per QALY gained are likely to be

recommended. Although a cost-per-QALY threshold is often quoted for NICE decisions (cur-
rently around £30,000), in fact decisions and recommendations are not quite so straightforward
(e.g., taking account whether the absence of treatment could have catastrophic consequences or

if the intervention has a major contribution to make to reducing health inequalities). It is a small
step from such appraisals to the development of clinical guidelines.

Commissioning

Economic evidence can also be used to help shape the commissioning of therapies above and
beyond the issuing of clinical guidelines. For instance, it might be thought that offering specific
bonus payments and other financial incentives would encourage adherence to such guidelines, as
has been the practice in relation to primary care doctors in the UK for a few years (Department of
Health, 2004). Payments might additionally be offered to encourage the targeting of treatments on

particularly vulnerable population groups (such as ethnic minorities and poorer communities).

Since many mental health services are funded and delivered outside the health care system (e.g.,
in the social care, education, employment, and housing systems), another area where economics
can help is in improving collaboration across system and sector boundaries. As part of a drive to
help empower people with mental health problems, some health care systems have also evaluated

use of various forms of consumer-directed payment schemes, where consumers themselves can
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Resource Barriers

Even when there is an evidence base—that is, even when there is a good appreciation of efficient

ways to enhance child and family health and quality of life or improve the overall efficiency of a child

and adolescent mental health system—there could be "barriers" in the way (Knapp et al., 2006).

One of the most challenging problems is resource insufficiency—child and adolescent mental health

services across most of the world are under-funded, and sometimes grossly so. This is clearly a major

issue for countries where the proportion of national income devoted to health care is low, as in most

of die poorer countries of the world, or where the proportion of the health budget allocated to child

and adolescent mental health is minimal. If funds are not allocated it is clearly very difficult to build

a service system.

Increasing the resources available for child and adolescent mental health care would help over-

come these challenges, but even when resources are committed, available services might be poorly

distributed, available at the wrong place or time relative to the distribution of needs. They may

be available as only delivered by specialist clinics or particular schools, or concentrated in urban
areas, or available only to certain population groups (usually those with higher incomes). This

is what we have called the resource distribution barrier, and it is often related to how a health (or

other system) is financed or structured.

A more general difficulty is when available services do not match what is needed or what is

preferred, which we can call resource inappropriateness. For example, treatment or support arrange-

ments may be too rigidly organized, leaving service systems unable to respond to differences in
individual needs or preferences, or to differences in community circumstances. Inflexibility of this

kind is common when there is little or no epidemiological information, or when families have

few opportunities to participate in treatment decisions, or when there is deep-rooted reluctance

to move away from hospital-based services.

A linked challenge is when services are potentially available to meet individual and family needs,

but they are poorly coordinated. This resource dislocation can be compounded by professional

rivalry or "silo budgeting." Improved coordination might be achieved by reducing budgetary con-

flicts between agencies, rewarding efficiency and equity improvements, and encouraging individual
and family participation in decision making, although these solutions have their own (transaction)

costs. A linked barrier could be timing—most intended improvements when put to practice take a

long time to work their way to improved health outcomes, cost-effectiveness gains or fairer access.
There could be transitional or longer-term difficulties recruiting suitable professionals, or opening

new facilities. Decision makers must also be encouraged to think long, so far as this is possible.
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Conclusion

The starting point for an interest in economics is recognition of the pervasive scarcity of resources

relative to needs and demands. The need for careful choices about how those resources are to be
deployed has led to examinations of a number of criteria, and in this chapter we have highlighted
two that are particularly associated with economics: efficiency and equity. We devoted a large part
of the chapter to cost-effectiveness analysis, describing how such an evaluative approach can be

pursued. Balancing outcome improvements with higher costs is not at all easy. Many economic
evaluations across the health spectrum today find that new interventions offer better outcome
profiles than currently prevalent interventions, but they do so only at a higher cost. The decision
maker then faces a difficult trade-off: Are the better outcomes from the new intervention worth

the higher cost of introducing it?
We described how the evidence that is generated might be used to inform or guide practice and

policy development. Among the uses we discussed were interest-group lobbying and marketing,
policy development and monitoring, evidence appraisal and guideline development, and com-
missioning. But even when there is an evidence base, there could be barriers in the way. Economic

analysis certainly does not have all the answers, but what it can offer is a coherent framework
and a set of empirical techniques that can provide decision makers with evidence to inform their

responses to that challenge.
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