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Abstract
This paper shows characteristics of mental illness and its economic impact, as well as various
cost-estimating approaches and insights in missed economic opportunities. To assess the burden
of economic diseases, there are three different ways: the human capital, the economic growth
and the value of statistical life approach. The first focuses on indirect and direct costs. Direct
costs are frequently associated with care and recovery, indirect costs apply to the "invisible
costs" correlated with revenue loss due to death, injury, treatment and a fading productivity.
The global financial costs of mental illness were evaluated at US$2.5 trillion, with a
significantly bigger impact of indirect costs. Moreover, the effect of mental illness on economic
development can only be approximated implicitly. Thus, the lack of production is primary
estimated for somatic conditions compared to their corresponding quantity of disabilityadjusted life years (DALYs). According to some research, the total economic productivity drop
associated with mental illnesses between 2011 and 2030 is estimated to be US$16.3 trillion
globally. Furthermore, the value of statistical life (VSL) method suggests that trade-offs
between risks and capital should be used to assess the probability of injury or death due to
psychiatric illness. This computation, like the economic increase effect, is equivalent to that of
cardiovascular disease and bigger than that of chronic respiratory disease, cancer, and diabetes.
However, greater activism is required to better the existing condition. This involves a shift in
thinking away from stigmatizing mentally ill people and supports the activation of financial
resources.
Keywords: economic costs; economic growth; human capital; mental illness; value of
statistical life
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1.

Introduction

Burnout has been characterized in a variety of ways (Cherniss, 1980; Aronson, Pines &
Kafry, 1983), but most scholars prefer a multifaceted concept that includes different features:
emotional exhaustion, depersonalization, and diminished individual achievement (Maslach,
1978). The extent of emotional exhaustion applies to emotions of feeling jaded, over-extended,
or the sense of being fatigued. Depersonalization correspond to pessimistic and jaundiced
behavior toward one’s clients, colleagues or generally work. The shortened understanding of
individual success includes furthermore pessimistic self-assessment of one's work with others
or in general efficacy of the employment (Stalker & Harvey, 2002). While there is often an
association with burnout and other mental health problems, such as solicitude or depression,
evidence further reinforces the fact that burnout differs from several mental ailments (Maslach
& Schaufeli, 2001). Nevertheless, the relationship and proximity to related research areas is
given and partly blurred. Due to the lack of explicit literature on distinct macroeconomic
consequences of burnout and also mental illness, the following paper gives a general insight in
the economic and social consequences of mental illness.
The main aim of the paper is to approach the economic impact of mental illness and to provide
an overview of common methods of capturing economic consequences due to mental illness.
Moreover, this paper starts with an outline of previous figures and characteristics of mental
illness and its economic impact. Further, different methods for determining and estimating the
economic costs of mental illness are presented. In addition, the paper addresses missed
economic opportunities, the lack of current activity and improvement in the field of mental
illness. Additionally, it comes to an evaluation of factors to be changed as well as a necessary
paradigm shift in the attitude towards mentally ill people. It concludes with possible suggestions
for improving the current situation.

2.

Mental illnesses – an underestimated problem

Every year about 165 million people in the European Union are affected by mental illnesses,
mainly anxiety, mood and drug use disorders (Kessler et al., 2012; Wittchen et al., 2011).
Altogether, 50 percent or more of people living in mid- and upper-income nations trouble with
not less than one psychiatric illness in their lifetime (Trautmann et al., 2016).
What do mental illnesses, for example, cost a nation? Healthcare expenses are perceived to be
one of the biggest obstacles, for example, in U.S. public policy (Catlin et al. 2008). In 2006,
healthcare expenses amounted to 16 percent from the nation's gross domestic product and a
further increase was expected in the following years (Poisal et al., 2007). In 2019 the share of
the health spending accounted for 17.7 percent of nation gross domestic product (Martin et al.,
2021). Studies of the Organisation for Economic Co-operation and Development (OECD) also
valued the entire expenses of mental ill-health with approximately EUR600 billion in total or
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in percentage terms more than 4.0 percent of the gross domestic product (GDP) in each of the
28 EU countries in 2018. For example, the cost of mental problems in Germany is estimated at
4.8 percent of GDP (Mental health problems costing Europe heavily, 2018).
Mental illnesses are also by no way restricted to a select number of predisposed people, but are
a massive public health issue with important societal implications. They refer to extreme
depression and functional disability, which are, in effect, mandatory medical conditions that
could cause drastic effects not just for affected individuals. Even their families and their social
and occupational surroundings get to feel the consequences (Patel et al., 2016). 2010,
psychiatric as well as substance use disorders accounted for 10.4 percent from worldwide
strains of illness and were the main source of years of disabilities in all disease categories
(Wittchen et al., 2011; Whiteford et al., 2013). More recent studies suggest that mental illnesses
account for one-third of global sickness (Vigo et al., 2016). Furthermore, due to population
trends and rising expectancy of life, the long-run incidence from mental illness is also projected
to rise (Patel et al., 2016).
Patients and their social life are not limited to such consequences. They impact the whole social
structure, in particular by economic costs. Appropriate calculation of these costs is complicated
and difficult to render due to insufficient statistics. In addition, economic cost analyses differ
substantially due to flaws in the description of diseases, demographics or tests analysed, sources
of cost and use of resources, methodological framework and inadequate cost descriptions due
to lack of evidence and distinctions (Hu, 2004). Even so, enhanced observational and financial
approaches and patterns, along with greater detailed epidemiological evidence over the last 20
years, enable for an accumulation of more detailed and accurate data that gives us a better
understanding of the extent of the economic effects of mental disorders. Although the majority
of persons believe that taking medicine, staying in a hospital or a clinical residence is a
significant financial challenge of illness, in reality the hardship of illness – and especially of
mental disorders – actually extends much deeper than these "direct" costs of diagnosis and care.
The World Economic Forum (WEF) identified three separate methods to assess the burden of
economic diseases to understand more than just the "hidden costs" of illnesses. It is also about
their effect on financial development within the macroeconomic scale (Bloom et al., 2011).
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Figure 1. Various methods used to measure the economic effects of mental illness

Source: Bloom et al., 2011

3.

Human capital costs and depressions

The human capital approach is by far the widely applied measure for the financial effects of
mental illnesses as well as diseases in general. It varies amongst indirect and direct costs. Direct
costs are often referred to as the "visible costs" of care and recovery within the public health
sector: medicine, doctor appointments, psychotherapy services, hospital stays, so forth. Indirect
costs apply to the "invisible costs" correlated with loss of revenue because of death, injury and
treatment, which includes the loss of productivity as a result of lack of employment or
premature retirement (Bloom et al., 2011; Gustavsson et al., 2011). Another form of indirect
cost is attributed to the large incidence of psychiatric intricacies linked with severe mental
disorders, resulting in high levels of emergency room consultations, a large predominance of
lung disease, so for example do individuals suffering severe mental problems consume 44
percent of the total cigarettes in the United States of America, and premature death, which is a
reduction of 13 to 32 years of age. Furthermore, there are expenses associated with other effects,
such as prison or homelessness, that are worth taking into account. (Colton & Manderscheid,
2006).
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Thus, unlike most psychiatric ailments, the cost of psychiatric illnesses is "indirect" rather than
"direct." Although indirect expenses were difficult to measure, they are crucial to influencing
public policy. When the major elements of the economic impact of psychiatric illnesses are
measured, more educated debates should be undertaken about what needs to be done in the
prevention and care of these diseases (Insel, 2008).
It is assumed that the indirect effects and the effects of poverty on labour and thus on national
production in terms of costs are 23 times greater compared to the charges that fall on the medical
sector. Which is a major “hidden” influence, nevertheless it is hypothetically underestimated.
A relevant review was delimited to adults and linked solitary to individuals who had been
identified with depression and excluded social care and social security expenses. Otherwise,
the review uses a human capital approach for pricing the lost employment, acknowledged to
create fairly high forecasts from what is believed to be tough economic effects of value. Even
after these nearly obvious limits, some reports not only include specific details of the cost
effects of health services, they also serve to point out that the consequences of depression are
much more far-reaching (Thomas & Morris, 2003). Further research raises more intelligence
on the relationship between depression and labour. So anxiety and self-reported depression are
the leading sources of absence from work in the United Kingdom (Almond & Healey, 2003).
Moreover, hidden effects of depression on decreased output at the workplace are an influence
that cannot be accurately assessed by absenteeism figures (Kessler et al. 2001). Tertiary, proof
can be seen that relapses of depressive indications affect the employ status faster than use of
health services (Simon et al., 2000). Even though frequently debated in terms of reduced nationwide output, the consequences of depression on employment are usually instantly felt by
individuals suffering these diseases. Like for the majority, an employment is not just their
primary foundation of earnings as well as retirement welfare benefits and, maybe, numerous
marginal benefits, nevertheless it also creates confidence, provides personal uniqueness and
widens social networks (Knapp, 2003).
In addition, some studies concentrated in particular on a single cause of indirect costs: expenses
of reduction of income. The research is founded on National Comorbidity Replication Surveys`
(NCS-R), a resident-based epidemiological investigation of psychiatric illnesses. In this study,
results from approximately 5,000 persons had been utilized to measure the lost income by
matching earnings in the prior twelve months of individuals with mental illnesses with twelvemonth incomes of people with no mental issues. The research centred on people suffering
extreme mental disorders. The findings from Kessler et al. (2008), built on a universalized linear
model examination, show a medium decrease in income of $16,306 for people suffering
extreme psychiatric ailments, mutually without and with incomes, and also that around 75
percent from the overall decrease in earnings originated from people with any earnings the
previous year relative to persons who had no incomes at all. In trying to extrapolate these
distinct outcomes to the wider populace, the writers reported that severe psychiatric disorder is
interrelated with a yearly harm in incomes amounting to $193.2 billion. In addition, there
remain many noticeable features in this article. Most of them is the gender gap in salaries: As
the incomes of male individuals with extreme mental disorders fell to $28,070 relative to men
with no suffering from serious mental illness, those earnings were still higher than those of
women without severe mental ailments. This finding cannot be clarified through a significant
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quantity of females external the workforce, since the study of those themes receiving good
incomes showed just the similar significant gender-based income differences. The second
unusual result is that earnings reductions are not solely a function of chronic unemployment
(Kessler et al., 2008). Finally, as these findings are applied to the general public, the economic
loss is significantly higher than the prior figures, which seem to be justified only marginally by
inflationary factors (Harwood et al. 2000).
To further approach this issue with a specific country: The existence of extreme anxiety and
depression disorders has been linked with an annual substantial drop in income for both working
and unemployed South African individuals. In person expense models, the total projected loss
of revenue connected with extreme depression and anxiety disorders was $4,798 per person per
year, adjusted for age, ethnicity, drug misuse, occupation, family status, and household size at
that time. Forecasts of the gross annual loss to South Africans coping with these diseases of
missed revenue, generalized from the study, amounted to $3.6 billion in that period (Lund et
al., 2013).
Basically, two types of figures are required to measure the indirect and direct costs of the
disease: epidemiological statistics on the occurrence of the condition, health treatment, related
death, injury and, in some instances, incarceration and per patient expense of the disorder on
the basis of economic statistics. Epidemiological information is usually relying on significant
samples that notify prevalence ratios in given people and cohort investigations that relate the
findings mentioned already. Price figures are typically extracted from experienced estimates,
like mean hospital bed expense per night for emergency or mental institutions, and are
afterwards compounded by related epidemiological data (Trautmann et al., 2016).
Basing on figures by 2010, the worldwide indirect and direct financial costs of mental illness
were evaluated at US$2.5 trillion. Relevantly, the indirect costs of US$1.7 trillion are far greater
than the direct costs of US$0.8 trillion, which contrasts with other primary illness classes, such
as cardiovascular disease and cancer. The direct and indirect expenses have been calculated at
EUR798 billion for the European Union, an area with highly advanced healthcare systems
(Gustavsson et al., 2011). The direct and indirect expenses of psychiatric illness are anticipated
to geminate by the year of 2030 (Bloom et al., 2011). Mentioned should be that these
computations don’t contain expenses allied with mental illnesses detached from the public
health service, like legal expenses due to illegal substance exploitation (Trautmann et al., 2016).

4.

Missed chance in economic expansion

From a macro-economic viewpoint, the expense of mental illnesses in a given society can
be enumerated as a reduction of economic production by calculating the potential effect of
psychiatric conditions on the GDP (Trautmann et al., 2016). The core concept behind this policy
is that economic development relies on labour and financial resources, all of which may be
adversely impacted by sickness. Capital is being decimated by health care spending and labour
is being depleted by injury and death. Capital depreciation is measured on the basis of savings
rate data, care costs and the ratio of therapy expenses financed from personal savings. The effect
on labour is calculated by contrasting the GDP to a counter-actual setup that implies no disease
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demises in contradiction of the predicted deaths´ sickness. These rates of reduction of economic
production are often estimated for corporal conditions and seldom for psychiatric disorders.
Nevertheless, the effect of mental illness on economic development can only be approximated
implicitly. Thus, the lack of economic production is primary estimated for somatic conditions
compared to their corresponding quantity of disability-adjusted life years (DALYs). In the
subsequent phase, the reduction of economic production for psychiatric illnesses is calculated
based on the relative scale of the related DALYs for other illnesses (Bloom et al., 2011). There
are studies which estimate the total economic production decline connected with mental
conditions between 2011 and the year 2030 to be US$16.3 trillion globally. This relates the
economic productivity damage assimilable with psychiatric disorders equal to those of
cardiovascular issues and greater than that of cancer, diabetes and chronic respiratory diseases
(Trautmann et al., 2016).

5.

Evaluation by value of statistical life

The value of statistical life (VSL) method is the widest technique used to measure the
economic effects of mental illness. This approach suggests that trade-offs between risks and
capital should be used to assess the probability of injury or death due to psychiatric illness. This
quantification study reveals trade-offs or theoretical expectations, such as results from polls,
which questioned people what they'll be willing to spend to escape a specific hazard, as well as
how much funding they would actually require taking on that threat (Bloom et al., 2011). The
VSL is then determined on the basis of these arbitrary risk-value ratios. Suppose, for instance,
that the overall lifetime chance of deceasing from depressive illness is 15 in 1,000. Assume,
however, that there are steps that might decrease that chance to 5 in 1,000.
If citizens of a particular demographic are able to pay a mean of US$50,000 on these steps, the
estimated VLS will be US$5 million for that population to be reproduced with the following
calculation:
(US$50,000/ [(15–5)/1,000])
A similar reasoning can likewise be used by considering the ability to sacrifice monetarily to
no longer struggle with a particular illness. As a consequence, the VSL strategy not just
accounts for missed revenue and expenditure on information, prescriptions and treatment, but
also for the expenses associated with injury and suffering. Applying the VSL method, the
worldwide financial cost of mental illness was calculated to be US$8.5 trillion in 2010. Alike
the economic increase effect, this calculation is equal to that of cardiovascular ailments and
greater than that of chronic respiratory issues, cancer and diabetes. The economic pressure is
also projected to nearly duplicate by 2030 (Bloom et al., 2011). In brief, mental illnesses inflict
immense monetary costs, directly through comparatively low treatment costs, and indirectly
through proportionately high productivity reductions and commercial growth impacts. This
sample of comparatively little direct against considerably large indirect costs varies from nearly
all other disability classes, although the entire spectrum of psychiatric illnesses has rarely been
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taken into consideration. As this estimated scale of economic losses relies on the analytical
method, available figures from year 2010 suggest that the burden of psychiatric illnesses can
be calculated at US$2.5 trillion by means of the conventional human capital method, or US$8.5
trillion using a willingness to pay approach, recognizing that global health investment in 2009
was around US$5 trillion (Bloom et al., 2011; Trautmann et al., 2016). Mental illnesses
therefore cost more than chronic somatic conditions, such as diabetes and cancer, and the
expenses are predicted to rise exponentially by 2030 (Trautmann et al., 2016).

6.

Missing activity

The previous overview of the worldwide economic burdens of mental illness is substantiated
by various national surveys and an EU-wide report by the European Brain Council (Gustavsson
et al., 2011). Questionable here is how these studies have been interpreted and why the
legislation has modified the amount of support for prevention, diagnosis and care. Nevertheless,
psychiatric and substance use issues are frequently not part of existing medical care programs
(Chisholm et al., 2016). Although these methods are considered universal health services, they
restrict psychiatric or drug use conditions. These circumstances continue even as the respective
health interferences at the populace level, such as the disposability of alcohol, the community
rate, such as school life skills instruction and the level of health services, are successful and can
be properly enforced. Furthermore, their adoption is mostly cost-effective, but the care deficit
for psychiatric and substantive use problems is greater than in any other health field. Ability to
psychiatric health care is typically minimal due to limited staff and facilities, and appropriate
evidence-based services are not offered. Crucially, there is nearly no particular prevention, with
many high-income countries no exception. This brings up the question as to the causes for these
extraordinary disparities and the apparent lack of political engagement to fix the issue. Firstly,
it should be recognized that the advancement and application of reliable and successful
diagnosis and recovery strategies for mental wellbeing is only at a comparatively early level,
and so numerous evidence-based therapies and treatments have just been accessible in the last
30 years. Capacity building regarding manpower, facilities and other services is also well
behind other illness fields. Above all, there might be a speculation that stigmatization and
misbelief about both psychiatric and addiction problems continue to be a significant part. This
is not just non-professionals whom tend to think that mental and drug use conditions are not
actual illnesses, that they cannot be cured adequately, and that those suffering are at any rate
partially liable. As a result, cultures are likely to invest far more on somatic ailments than on
psychiatric illnesses, even if the mortality and economic effects are in minimum as high as those
incurred by somatic problems (Trautmann et al., 2016). For instance, research reveals the
existing public opinion on the distribution of capital. Relying on a survey from the general
population of Germany, adolescents were allowed to pick three out of nine medical problems
for which they would choose services not to be decreased if broad reductions in the health
budget were required. Around two-thirds of participants listed cancer as a medical disorder that
have to be protected from decreases, accompanied by AIDS, diabetes and myocardial
infarction. Just a limited number of participants related to psychiatric illnesses, such as
depression and schizophrenia (Schomerus et al., 2006).
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Beyond the influence of public sentiment, financing policies in certain cultures remain centred
on lethality and life expectancy, and although psychiatric illnesses not directly lead to a high
degree of fatalities, they seldom feature on mortality data. In the end, it doesn't appear to be
widely understood that mental illnesses are overwhelmingly contributing to so-called high-cost
consumers of our medical scheme (Trautmann et al., 2016).
Figure 2. In the event of general cutbacks within the healthcare budget, medical problems on which services
should not be cut

Results in percent, multiple responses were allowed
Source: Schomerus et al., 2006

7.

Need for improvement and required changes

Owing to the aforementioned factors, the ongoing lack of funding in mental health services
is likely to continue without reconsidering the expense of mental illness, the cost savings of
medication and prevention treatments, and the necessity for a substantive improvement of
stigmatization (Trautmann et al., 2016). While signs of large-scale interventions to change this
condition have begun to appear (Haro et al., 2014), culture, policymakers and stakeholders must
be continuously and repeatedly educated about the actual rate of mental illness, such as personal
strains and the full spectrum of future economic consequences. Yet another priority must be on
the efficacy, viability and affordability of interventions to reduce that strain. If these steps
persist, people will potentially be more likely to agree that investing resources on prevention
and treatment of mental illnesses is a reasonable expenditure (Trautmann et al., 2016).
Frequently fundamental non-health expenditures are not superficial ornaments in extensive
scholarly research. Nor are the analysts' plots expected to cost. These are the current strains on
capabilities that must be endured by individuals or members of society. Productiveness losses
for the economy had exceeded a relative scale, but the resulting lack of profits for individuals
with depression may have suffered serious harm. More focus should be given to the first step
in the study of transition, which shows us the full scale and extent of the economic effects of
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these diseases. In addition, there is a demand for cost-effectiveness and related assessments that
team expenses with information on the effects. The concern, though, is that so many analyses
are very limited in their costing and sometimes performance. In reality, medical providers
actually consider some non-health implications of psychiatric disease, such as the motivation
of a client to return to work before making decisions. Nevertheless, as achievement evaluation
not only becomes more widespread, but also brings benefits and fines, it will get more and more
difficult for such practitioners to make choices that preserve someone else's resources,
particularly patients, at the expense of the assets of their own department. Child and youth
mental health providers can do what they can to handle mental disabilities regarding their
limited funds. This is at the heart of the matter. Study can only explain and often lead, and care
providers and their managers could only do as much as their resources and success evaluation
systems enable. Efficient steps can mostly be done at the federal level in general, which also
implies at the point of particular government facilities fixing incentives that otherwise
discourage organizations from doing what is better for patients at a rate that is more costeffective for society. Politicians have, in turn, to consider the distributional effects of diverse
mental health policies in real life. Quite broadly, whether mental disease is more common in
low-income communities and whether concealed individual and family consequences are
overlooked as policy – or implementation adjustments are made – or whether possible new
innovations are rejected, the question arises if this would not contribute to the socioeconomic
isolation of already disadvantaged groups. Moreover, individuals with mental health issues also
have a wide variety of requirements. In conclusion, it is essential that the expense of their
treatment is broadly similar if policy and procedure are to develop either their efficacy and their
distributional implications (Knapp, 2003).

8.

Conclusion

On the basis that every year a large number of people suffer from mental illness, the
preceding semester paper shows, that these diseases are a heavily public health issue that has
significant societal implications. Three different ways were described to assess the economic
impact of mental illness on society: the human capital approach, the economic growth approach
and the value of statistical life approach use different ways of estimating economic
consequences. The first deals with the direct and indirect costs of mental illness, while the
second takes a closer look at the depletion of capital and the depletion of labour. Finally, the
latter tries to analyse the willingness to pay, which deals with the perceived investment that
people would be willing to make in order to avoid, for example, a mental illness. To improve
the current situation, however, increased activism is needed. A mindset away from the
stigmatization of the mentally sufferers must become established. After all, it is not only lay
people who condemn mental disease. So this is one reason why the resources for dealing with
mental problems are still severely limited. Due to the fact that studies have recognized the still
insufficient awareness of the urgency in the broader society for psychiatric issues, it is in
conclusion important to note that changes must also be initiated and supported by governments
in particular in order to achieve sustainable and effective improvements. For it is likely that
mental health services will continue to be underfunded without deeper consideration of cost
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savings in medications, the cost of mental illness in general, and preventive treatments. Because
always it should be the main aim to preventively counteract mental illnesses, to minimize the
suffering of individuals with psychiatric disorders and even to be able to cure them – with
possibly even positive consequences for further economic growth.
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