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Abstract

This lecture argues that mental health is a major factor of production. It is the
biggest single influence on life satisfaction, with mental health eight years earlier a
more powerful explanatory factor than current income. Mental health also affects
earnings and educational success. But, most strikingly, it affects employment and
physical health.
In advanced countries mental health problems are the main illness of working age –
amounting to 40% of all illness under 65. They account for over one third of
disability and absenteeism in advanced countries. They can also cause or exacerbate
physical illness. It is estimated that in the absence of mental illness, the costs of
physical healthcare for chronic diseases would be one third lower.
The good news is that cost-effective treatments for the most common mental
illnesses now exist (both drugs and psychological therapy). But only a quarter of
those who suffer are in treatment. Yet psychological therapy, such as cognitive
behavioural therapy, if more widely available would pay for itself in savings on
benefits and lost taxes.
The lecture ends by illustrating how rational policy can be made using life-course
models of wellbeing. Such policies should include a much greater role for the
treatment and prevention of mental illness.
Jel codes: I30, J30
Introduction
Mental health is a key dimension of all our lives. Yet when the present welfare state

was being designed, this was far from people’s minds. In his famous report on welfare

reform in Britain, William Beveridge identified as the main problems of society five

great giants which needed to be slain: they were poverty, unemployment, poor educa-

tion, bad housing and disease (by which he meant of course physical disease)1.

Over the 70 years since his report most advanced countries have made huge strides

on all of these fronts, except at times unemployment. But there is still widespread mis-

ery – and what surveys we have of happiness and misery suggest things have changed

little since Beveridge wrote. So what did he and his fellow reformers miss?

They overlooked the human factor – the problems that come from inside ourselves

(and not mainly from externals). It is because of the human factor that, despite unpar-

alleled prosperity and mostly high employment, we now observe more family conflict,

less trust and more crime, than when Beveridge wrote. And this in turn helps to
2013 Layard; licensee Springer. This is an Open Access article distributed under the terms of the Creative Commons Attribution
icense (http://creativecommons.org/licenses/by/2.0), which permits unrestricted use, distribution, and reproduction in any medium,
rovided the original work is properly cited.
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explain the need which so many people feel for a new metric to measure the progress

of society.
Wellbeing
We have never of course had a single metric before – nobody really believed that GDP

was an adequate measure of how our society was doing. What is new is that a proper

metric is now available – the metric of wellbeing. Questions like “Overall, how satisfied

are you with your life nowadays?” have been asked for decades and they have become

increasingly validated2. Increasingly, we are able to predict and explain people’s replies

to the question. We can also use their replies to predict other things like a person’s life

expectancy. And, most important, we have found areas in the brain where the objective

electrical activity is well correlated with the subjective self-report3. So we should accept

these self-reports as a valid proxy for what we care about.

In many countries these measures show no upward trend in wellbeing e.g. in the US

and West Germany (see Figures 1 and 2). There are other countries where wellbeing

has increased, but it is clear that economic growth has not brought the increase in life

satisfaction which many people would have expected from the huge improvement in

living standards we have experienced and the huge improvements in education, health

and housing since the 1950s. And, incidentally, the main explanation is not inequality

since life satisfaction did not rise even when inequality was falling in the 1950s and

1960s. So what is the problem?

Many factors are involved, social and personal. But this lecture will concentrate on

one factor only – our failure to grapple with the problem of mental illness.
Mental health
How do we know this matters? Table 1 shows a simple equation to explain life satisfac-

tion among British men aged 34 in 2004. This equation includes all the most powerful

explanatory variables available and shows for each of them their β statistics, that is the

partial correlation coefficient for each variable, holding the other variables constant.

The most powerful variable is the mental malaise of the individual 8 years earlier4. It is
Figure 1 Reported happiness over time in the United States.
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Figure 2 Reported life satisfaction in West Germany.
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more than twice as powerful as the person’s income at the time when they were 34.

Even if we measure mental malaise 18 years earlier, it still has almost as much effect as

current income. Table 2 shows two more equations for those who do not like life satis-

faction as the dependent variable, but prefer the Beveridge outcomes. The first column

shows what determines household income. Mental malaise 8 years earlier is almost as

important as educational qualifications. The second column explains self-reported

health, and again previous malaise shows up strongly even when we include previous

self-reported health. If we focus on earnings as the outcome, a striking Swedish study

followed up people who did military service at which time they were measured for cog-

nitive and non-cognitive skills. Twenty years or more later the non-cognitive skills

explained as much of the variance of earnings as was explained by cognitive skills5.

In this context non-cognitive skills focuses on behaviour and resilience in the face of

adversity – traits which James Heckman has also focused our attention on6. But there

is another, more inward, dimension of mental health which also turns out to be ex-

tremely important. This is emotional wellbeing. In a recent analysis using the British

Cohort Study, our team at LSE has measured children’s conduct at 5, 10 and 16 and

their emotional health at the same ages. Holding constant cognitive skills and family

background, emotional health predicts as much of earnings as child conduct predicts7.
Table 1 Determinants of life satisfaction (Males born in 1970)

Life satisfaction at 34

Malaise at 26 -.23 -

Malaise at 16 - -.08*

Total household income per head (log) .10* .11*

Health at 26 (0,1,2,3) -.10* -.17*

Educational Quals. (0,1,2,3,4,5) .07* .08*

Parental income per head (log) .03 .03

R squared .11 .07

Number of observations 1508 1508

Source: British Cohort Study. (β-statistics).
Notes: Regressions by James Vernoit.*Significant at 95% level.



Table 2 Determinants of income and health (Males born in 1970)

Household income per head at 34 Health at 34

Malaise at 26 -.07* .14*

Total household income per head (log) NA .00

Health at 26 (0,1,2,3) .00 .26*

Educational Quals. (0,1,2,3,4,5) .11* .09*

Parental income per head (log) .04 .05

R squared .02 .12

Number of observations 1508 1508

Source: British Cohort Study. (β-statistics).
Notes: Regressions by James Vernoit.*Significant at 95% level.
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Finally there is a famous study of educational performance. A group of US eighth-

graders were tested at the beginning of the school year for IQ and for self-discipline. At

the end of the year they got their final grades and what explained those grades? Self-

discipline explained twice as much as IQ did8.

So this lecture will focus on the following topics:

1. The scale of mental illness.

2. The costs to the economy and the taxpayer.

3. The cost-effective treatments that exist.

4. The fact they are rarely available, but could be.

5. The scope for prevention.

6. The implications for social science.
1. The scale of mental illness
Before beginning we need a definition of mental illness. People are mentally ill when

they experience serious and persistent distress or impairment due to abnormal feelings

or behaviour which are psychological or neurobiological in origin. So how prevalent is

mental illness? We can start with adults, using the UK Psychiatric Morbidity Survey,

which is a household survey (Table 3).

The survey has been repeated 3 times in 1993, 2000 and 2007. There has been a

slight steady increase over the period. This finding is similar to that in some other

countries where there have been repeated surveys. When implausible retrospective

questionnaires have been used, these usually imply that there has been a substantial in-

crease – what some people call an epidemic of depression. But most psychiatrists do
Table 3 Prevalence of mental illness (Adults, UK)

Adults %

Schizophrenia 0.5

Depression 8.5

Anxiety disorders 8.5

Dementia 1.5

TOTAL 19

Source: ONS: Psychiatric Morbidity Survey, 2007: (McManus et al. 2009).
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not believe it. Mental health problems have been here since the Stone Age. What is

new is that now, for the first time, we have things we can do about them.

To set the scale of mental illness in perspective, we can compare it with the scale of

physical ill-health. Here the World Health Organisation employ a panel of doctors to

gauge the severity of each condition, physical and mental9. The upshot is remarkable

(Figure 3). Mental illness is not only the largest single illness among people of working

age. It actually accounts for half of all disability among people of working age – as

much as the combined effects of back pain, heart pain, pulmonary problems, diabetes,

cancer and all the rest. And this is based on household surveys, not on people claiming

benefits.
2. Economic costs
Clearly a disease of this magnitude imposes heavy economic costs both on the public fi-

nances and on the economy. Table 4 shows the rates of people on disability benefit in

different countries. In every country these are underestimates. For there is another re-

markable fact: of all the people referred to first appointments with a hospital consultant

in Britain only a half have a medically explicable condition10. Some of the others have

genuinely inexplicable conditions, but many have conditions which are best explained

as psychological in origin.

But numbers on disability benefits only measure a part of the impact of mental ill-

ness. First, not all those who can’t work get disability benefits. So Table 5 shows a

measure of the overall employment impact. If you look at the most mentally ill (worst

5%), their employment rate is reduced by a third, and for the next 15% their employ-

ment rate is reduced by one fifth. If these people had the same employment rates as

everybody else, employment would be 4.4% higher – which is a rough measure of the

impact of mental health on GDP via non-employment (given that the relation between

mental health and IQ is small)11.

But there is also another cost – mentally ill people who are in work take much more

time off sick. In fact a half of all days off sick are due to mental illness. This is really ex-

pensive for employers. But at the World Economic Forum at Davos in January 2012

there was a meeting of sixty of the world’s most enlightened large companies who
Figure 3 Degree of disability in each age group (Numbers per 100). Source: WHO (2002).
Western Europe.



Table 4 Numbers on disability benefits as % of working age population

Due to mental illness All causes

UK 2.5 6.1

US 2.0 6.6

6 other OECD countries (av) 2.4 6.4

Source: OECD (2011) p117.
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belong to the Workplace Wellness Alliance. The meeting went on for ninety minutes,

and there were presentations about cardio-vascular problems, cancer, diabetes, lung

problems, and so on, but no mention of mental illness. People just do not want to dis-

cuss it.

In fact, as Table 6 shows, another 1% of work-hours are lost due to absenteeism and

on top of that we have the cost of presenteeism – people whose mind is elsewhere and

who underperform even when they are at work. Based on self-reports of underperform-

ance, this may add another 1-2% to the direct output costs of mental illness. All these

figures combined suggest an overall output loss close to 7.5% of GDP (Table 7).

There is the cost to the healthcare system. Treating mental illness (and providing the

related social care) costs roughly 1.5% of GDP in Britain. And on top of this people

who have chronic physical conditions roughly 50% more in physical healthcare if they

are also mentally ill. That is US evidence and holds constant the severity of the physical

condition. So that means in Britain another cost equal to nearly 1% of GDP12.

Of all this cost, more than half falls on the taxpayer and the rest on the individuals

concerned and on their employers. In total it is no small issue.

But these costs say almost nothing about what we should do. That depends on what

we can do.
3. Cost-effective treatments
When Beveridge wrote and until the 1950s, there was little that could be done about

mental illness except tender, loving care. But in the 1950s spectacular discoveries were

made in drugs for schizophrenia, for bipolar disorder and for depression - and more re-

cently for ADHD (Attention Deficit Hyperactivity Disorder).

Since the 1970s there have also been major discoveries in evidence-based methods of

psychological therapy. By far the best researched is cognitive behavioural therapy (or

CBT), which helps people to reorder their thoughts and thus to manage their feelings

and behaviour. For anxiety disorders, typical recovery rates are over 50% and are at

least as good as with medication. Moreover in most anxiety cases recovery secured

through CBT is permanent, which is not the case with medication. Similarly with de-

pression, recovery rates after 4 months are similar with CBT and with antidepressants,

but relapse is much less likely for patients treated with CBT13.
Table 5 Employment rates for mentally ill people as % of those for “others”

Severe disorder (worst 5%) Moderate disorder (next 15%)

UK 65 82

9 other OECD countries (av) 66 87

Source: OECD (2011) p41 (16-64).



Table 6 % of days absent

Disorder No disorder

UK 8.0 2.5

21 European countries 11.2 5.0

Sources: UK: Sainsbury Centre for Mental Health (2007); OECD (2011) p64.
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For these reasons the National Institute for Health and Clinical Excellence

(NICE) recommend that all patients with these conditions should be offered the

choice of medication or CBT or alternatively certain other evidence-based psy-

chological therapies for specific conditions. The recommendations about psycho-

logical therapy are extremely important, because many patients are unwilling to

take drugs and because the effects of psychological therapy are on average longer

lasting.

Therapy is also recommended because it costs so little: about £750 in 2006 money

for a course of 10 sessions. And against that we must set the savings that result when

successfully treated people return to work (or keep the job they otherwise would have

lost). This is where the labour economics comes in. Unfortunately only a few proper

experimental follow-ups have been done with proper control groups (all in the US).

They show that among people treated with CBT some 4% of them work over the subse-

quent 25 months (who would not otherwise have done so)14. So for every 100 people

treated at least 4x25 extra months are worked – which makes an average of 1 month

per person treated. And what does an extra month’s work save the British taxpayer?

£750 in 2006 money. So, the net cost to the Exchequer is zero.

At the same time there are likely to be big savings to the NHS on physical healthcare

costs. Mentally-ill people keep on going to the general practice doctor. But CBT re-

duces that. A US meta-analysis took all 28 studies which had compared healthcare use

between people treated with CBT and a randomised control group. In 26 of the 28

studies the reduction in healthcare use over the subsequent 24 months was large

enough to cover the costs of the CBT15.

These were among the reasons why NICE had no hesitation some 8 years ago in

recommending that all patients suffering from anxiety or depression should be of-

fered psychological therapy. But for many years these recommendations were not

carried out.
Table 7 Overall cost of mental illness (UK)

At work % of working hours lost

Non-employment 4.4

Absenteeism 1.1

Presenteeism 2.0

7.5

Healthcare % of GDP

Mental healthcare 1.5

Physical healthcare 0.8

2.3
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4. Undertreatment
The undertreatment of mental illness is a worldwide phenomenon (Table 8). These

treatment rates compare with rates of well over 75% for most physical conditions.

There are at least 3 reasons.

1) People and their relations are ashamed to admit there is a problem. But this stigma

is greatly compounded by causes 2) and 3).

2) People do not realise that mental health problems can be treated – there is a long

time lag.

3) The facilities are simply not available. This has certainly been the binding

constraint. In 2009 the majority of people treated for depression or anxiety had

waited for over six months in England 16 - while for physical conditions the upper

limit was 18 weeks. Only 15% of GPs said they could get patients the psychological

help they needed17.

This is a case of simple discrimination, and it reflects the long-standing resistance in

Western society to taking the inner life seriously, as compared with things we can see and

touch. However the worldwide wellbeing movement, which grows daily, is beginning to

change this. To end the discrimination in mental health, the LSE’s Centre for Economic

Performance founded in 2005 a Mental Health Policy Group to make the case for proper

treatment for mentally ill people in England and to show how it could be provided. Much

of the case described above was developed by that group18. Fortunately the government

listened and in 2008 it launched the Improving Access to Psychological Therapies (IAPT)

programme which basically followed the proposals of our group19.

This 6-year plan aimed to ensure that by Year 6 the NICE Guidelines were being

delivered throughout the country. The method was a new service for which most of the

staff would have to receive a year’s training on top of whatever mental health training

they already had. The service would need roughly 8,000 therapists, of whom 6,000

would have to be trained. In addition there should be employment support workers

(1 for every 8 therapists) to help people stay in work or regain employment if they had

lost it20. The programme has gone remarkably well and has been continued by the

present government. Recovery rates are now approaching 50 per cent and are improv-

ing as more and more of the therapists become experienced and fewer are trainees.
Table 8 Undertreatment (% of mentally ill people in any form of treatment)

% of all ill people who are in
treatment

% of people on disability benefits who are in
treatment

Adults

UK 25 50

US 28 46

EUROPE 25

Children

UK 25

Sources: UK: ONS Surveys; US: OECD (2011) p87; EUROPE: Lepine et al (1997).
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In IAPT every patient’s outcome is monitored session-by-session, so that more is

known about outcomes than in most other parts of the NHS. We can also see from

comparing the Wave 1 services that recovery rates are higher where NICE guidelines

are followed and where the staff are more experienced21. So far the objective we have

set is quite limited – an ability by 2015 to treat 15% of the diagnosable population each

year at an annual cost of around £300 million. As we approach that goal, we become

increasingly aware of the challenge coming from co-morbidity with physical illness. To

deal with that another 5-year programme will have to be proposed in the next Spending

Review that would take coverage up to 25% by 2020.

This lecture has focussed mainly on adults, where the labour market evidence is the

most clear cut. But of course it would be best if we could prevent most adult mental ill-

ness in the first place. This brings us to the question of child mental illness and mental

health promotion in schools and elsewhere.
5. Prevention
A half of all adults with mental illness have shown it by the age of 15. Table 9 shows

the prevalence of mental disorders in childhood, again from a government survey of

households.

And Table 10 shows the other problems which mentally ill children have when they

are children. Children with mental health problems are at least 5 times more likely than

others to bunk off school or to be excluded, as well as being much more likely to

smoke and take drugs and, worst of all, to self-harm.

Table 11 shows how people’s adult lives develop according to the scale of their be-

havioural difficulties in childhood. The left hand column is essentially those children

who have conduct disorder and the right hand column is the best-behaved 50%.

There is an extraordinary difference between the two groups in the extent to which

they go on to commit violent crime, to become teenage parents, or to live off welfare.

Even with controls, these differences remain huge. It is because we have not tackled

mental illness that these problems are just as they were in Beveridge’s day – or in

some ways worse.

The case for early intervention is based on the extent to which childhood dis-

order predicts for the individual a life of misery, and for society a load of costs.

Table 12 shows the subsequent taxpayer cost of children with conduct disorder,

compared with other children22. The issue of course is whether anything can be

done and whether it is cost-effective. There has been much less research on the

treatment of children than of adults, but, as for adults, there are well-established

treatments that are recommended by NICE.
Table 9 Prevalence of mental illness in children

Children (5–16) %

Emotional disorders 4

Conduct disorder/ADHD 6

10

Source: ONS Survey of child mental health: Green et al (2005).



Table 10 How mental health problems contribute to other childhood problems
(Children aged 5-16)

Percentage who: Children with:

Emotional disorders Conduct disorders No disorder

play truant 16 22 3

have ever been excluded from school 12 34 4

smoke regularly (age 11–16) 19 30 5

ever used hard drugs (age 11–16) 6 12 1

have ever self-harmed* 19 18 2

Sources: ONS Survey of child mental health: Green et al (2005). * Parent’s report.
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Treatments for children

For children with anxiety problems, CBT typically leads to 50% recovery rates, and for

children with mild to moderate conduct disorder parent training produces improve-

ment in 2/3 of cases. These are quite cheap treatments. For serious conduct disorder

much more intensive work is needed such as multi-systemic therapy costing around

£6,000.

The shocking thing is that only a quarter of all the million or so of children in

England who need treatment are receiving it, and yet child mental health services are

now being cut due to cuts in English local authority funding. This is simply inhuman –

most physical problems continue to be almost automatically treated, while the human

spirit is treated as marginal.

So the case for treatment is above all humanitarian. But it is also cost-saving. Unfor-

tunately the cost-saving is more difficult to compute for children than for adults, since

many of the costs which are saved come many years later, and very few treatment trials

of children follow them up for long enough to record all these savings.

Prevention: schools

This brings up the issue of preventing mental illness in the first place. The first point is that

good intentions are not enough – many well-intentioned programmes carried out with

the best will in the world have been found to make no difference. One recent example was

the British government’s pilots of social and emotional learning in secondary schools23. The

evaluators correctly attributed this to insufficient structure and insufficient manualisation.

The programmes that produce the best results are those that are highly structured

(which is also true of psychological therapy). In the US the CASEL collaboration has

done a meta-analysis of 180 programmes typically lasting around 20 hours in half-sized
Table 11 Subsequent outcomes for children with behavioural difficulties at ages 7-9

Children whose childhood conduct was in

Percentage who subsequently: Worst 5% Best 50%

committing violent offences (21–25) 35 3

drug dependent (21–25) 20 5

teenage parent 20 4

welfare dependent (age 25) 33 9

suicide attempt (ever) 18 4

Source: Fergusson et al (2005) Table 1. New Zealand.



Table 12 Costs to the taxpayer - from criminal justice, social care and remedial help
between ages 10 and 28 (£)

Child with conduct disorder at age 10 70,000

Child with conduct problems at age 10 24,000

Child with none of the above at age 10 7,000

Source: Scott et al (2001). London sample.
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classes. The average short-run effects are to raise those who take the programme by

around 10 percentile points on emotional state, behaviour and achievement24. Some

programmes have of course much better results than average.

In the UK the LSE’s Centre for Economic Performance (CEP) took the lead in organising

pilots of the University of Pennsylvania’s Resilience Programme for all the 11 year olds in 22

secondary schools. This is an 18 hour programme which teaches the children to observe and

manage their own thoughts and feelings, and to understand and respond to the thoughts and

feelings of others. The largest effects (compared with controls) were on the children who

started off in the most depressed 40% of the class. For them their degree of depression was

reduced by 0.2 standard deviations, but by three years later the effect had gone25.

This problem of fading effects arises in many programmes and for most of them we

have no idea of their long-term effects because they have simply not been followed up.

One encouraging exception is the so-called Good Behaviour Game26 piloted in

Baltimore. Each beginning primary school class is divided into 3 teams and each team

is scored according to the number of times a member of the team breaks one of the be-

haviour rules. If there are fewer than 5 infringements all members of the team get a re-

ward. Children in the treatment and control groups were followed up right up to age

19-21 and those in the treatment group had significantly lower use of drugs, alcohol

and tobacco and significantly lower frequency of anti-social personality disorder.

There is one obvious feature of this programme: the amount of time when the game

was played totalled around 200 hours. Aristotle was right – habit is central to the de-

velopment of character and we shall only produce a more mentally healthy school

population if we spend more time on it. First we need a more values-based school

ethos, but second we need a sustained evidence-based curriculum for personal, social

and health education lasting throughout the school life. The CEP has now devised a

balanced mix of evidence-based programmes that would provide 140 hours of the cur-

riculum in secondary schools, and the Centre will be piloting it over a 5 year period27.

Workplace

Another place where mental health could be improved is of course at the workplace. Bet-

ter mental health is very much in the employers’ interests, given the problems of absence

and turnover which I discussed earlier. In 17 out of 19 OECD countries work-related

mental problems are up. Surveys of individuals show that the worst time in their day is

when they are in the presence of their line manager28. We need better job design and a

more pro-active way of handling absence. In many countries managers are not allowed to

ring up their sick employees and ask how they are and what the problem is. We have got

to become a lot more open about mental health problems, and to get treatment for those

who need it.
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6. Social sciences
But basic to all this will be a better understanding of the role of mental health in all as-

pects of our national life. So let me end on this, and the way in which social science

can contribute.

What we need now is a complete model of the life-course. Emotional wellbeing

should be the central variable of interest – the ultimate criterion by which we judge the

state of our society. But, to understand how this evolves, we have to know how it af-

fects a person’s conduct, educational performance, physical health and (in adulthood)

their employment, earnings and performance as parents. And we also need to know

how these other things then affect emotional wellbeing.

So in Figure 4 each dot is in principle affected by every dot that is prior to it in time,

including of course the person’s family background and the shocks and interventions

they have experienced. The dotted lines indicate just one equation in the model.

Our current understanding of this picture is very patchy. It is a bit like our under-

standing of macroeconomics in the late 1940s. Bits and pieces were known about the

parts of the economy, but to make real progress required an estimated model which

showed how much each bit mattered. Scholars in Oxford and Philadelphia led the way

in developing one.

Similarly today we know lots of bits and pieces about subjective wellbeing but we still

lack a model – a quantitative model in which the relative importance of all the factors

is properly shown. The CEP is setting about estimating such a model using the mass of

cohort data which now exists in Britain and abroad.

For this model to be of use for analysing policy interventions, it must be fully causal –

the estimated equations must tell you how any variablet would change if an earlier shock

were introduced into the model. But there is always the danger that the observed relation-

ships in the model are not truly causal but reflect the common influence of some unob-

served variable which persists over time. The most obvious omitted variable is the genes,

which are omitted in most of modern social science. We have to get these in, and that is

why we plan that some of our work will use data on twins or adoptees to enable us to

control properly for the genes.
Figure 4 Model of Life-Course.
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Ultimately the aim is to lead to better policy through a more sensible kind of cost-

effectiveness analysis than is currently used. If you think about the welfare state, most

of the benefits cannot be measured in units of ‘willingness to pay’. Think for example

of health, social care, law and order, the environment, and of course the relief of pov-

erty. The benefits can only meaningfully be measured in units of emotional wellbeing

or life satisfaction. To measure them we should use the model in conjunction with

experimental data, to estimate how life satisfaction changes in response to policy inter-

ventions. The model also gives us a better fix on the net costs of an intervention (after

the gross costs have been adjusted for all the savings or extra costs incurred as a result).

We have already seen an example of that for CBT. So in 25 years’ time there’s a real

chance that we will have much better methods of cost-effectiveness analysis – and gov-

ernments which focus much more on what really matters for our people.
Action for Happiness
But in the end what happens will depend ultimately on individuals – what they do

themselves and what they get their governments to do. That is why a year ago a social

movement was launched called Action for Happiness whose members pledge to try to

create the most happiness they can in the world around them and the least misery29.

That is how we should lead our own lives. But we should also expect our policy-

makers to adopt policies which have the same effect. Foremost among them is much

more attention to mental health.
Conclusion
This objective is unlikely to be achieved unless each country has a separate cabinet minis-

ter for “mental health and social care”. This could include mental health promotion and

treatment from the cradle to the grave. Within the healthcare system it would establish

parity of treatment for mental illness and physical illness. It would also cover non-

therapeutic services of care for children and old people. And it would pressurise other

ministries, like the ministry of education, to make wellbeing a major objective of policy.

For social services the lesson is clear. One of its central purposes should be to un-

cover the determinants of human wellbeing. Likewise mental health should routinely

be considered as an influence on any other important outcome, be it earnings, crime,

or family stability. And every survey should include questions about mental health. If

we want to improve the wellbeing of our society, we need a change of tack. Economic

growth is not the magic bullet and happiness depends more on the quality of our rela-

tionships and our own inner peace. Mental health is vital for both of these. Improving

it could be the most important single step forwards in the 21st Century.
Endnotes
1Timmins (2001).
2Layard (2010).
3Davidson et al. (2000). Layard (2010).
4Source: British Cohort Study. Malaise score is based on the following 24 questions

(1 = yes) divided by 24: Often have backache; Feel tired most of the time; Often feel

miserable or depressed; Often have bad headaches; Often gets worried about things; Usually
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have great difficulty in falling/staying asleep; Usually wake unnecessarily early in the morning;

Wear yourself out worrying about your health; Often gets into a violent rage; People often

annoy and irritate you; At times had twitching of the face, head or shoulders; Often suddenly

become scared for no good reason; Scared to be alone when there are no friends near you;

Easily upset or irritated; Frightened of going out alone or meeting people; Constantly keyed

up and jittery; Suffer from indigestion; Suffer from an upset stomach; Poor appetite; Every lit-

tle thing gets on your nerves and wears you out; Heart often races like mad; Often have bad

pains in your eyes; Troubled with rheumatism or fibrositis; Ever had a nervous breakdown.
5Lundborg et al. (2011).
6Almlund et al. (2011).
7Layard et al. (2013).
8Duckworth and Seligman (2005).
9For interesting discussions of the appropriate weights for different disorders, see

Böckerman et al. (2010), Moussavi et al. (2007) and Dolan et al. (2012). These alterna-

tives are difficult to compare with the weights used in compiling DALYs.
10Nimnuan et al. (2001).
11Singleton et al. (2001). Table 4.2.
12Naylor et al. (2012). Since 1/3 of LTC patients have mental illness and treating LTC

costs roughly 5% of GDP, the cost of their mental illness is 0.8% of GDP. (1/2 x1/3 x 5%).
13See Roth and Fonagy (2005).
14This is consistent with the recovery rates and cross-sectional evidence quoted earl-

ier. For the US data see Wells et al. (2000) and Rollman et al. (2005). For patients in

Wave 1 of IAPT (see below) 47.5% of the patients were in employment (and not receiv-

ing sick pay) when they begin treatment. Immediately after treatment ended the pro-

portion was 49.5%, but more will have returned to work in the following weeks and

months. Analysis by Alex Gyani. The change in numbers on sick pay and benefits

equaled the change in numbers employed (without sick pay). On other outcomes of

IAPT, see Gyani et al. (2011).
15Chiles et al. (1999). In addition here are some examples of potential savings to the

NHS from CBT for people with physical symptoms.
(i) For chronic physical illness. A CBT clinic in Hillingdon for patients with Chronic

Obstructive Pulmonary Disease saved expenditure on that condition (on A&E and

hospital admissions) equal to four times the cost of treatment (Howard et al.

(2010)). Similar results have been found with angina (Moore et al. (2007)). These

were before-and-after studies. For rheumatoid arthritis we have evidence from a

randomised control trial where CBT again paid for itself (saving on average £1,700

for an expenditure of £1,000) (Sharpe et al. (2001)).

(ii)For medically unexplained symptoms, which cost the NHS billions in fruitless

referrals, we have no specific cost estimates. But a meta-analysis of 13 US trials

showed that CBT reduced these illnesses in all but two trials – and lowered the

associated costs (Kroenke (2007)).

16Mind (2010).
17Survey by the Royal College of General Practitioners carried out in 2010.
18LSE CEP Mental Health Policy Group (2006). In 2012 the group produced a second

report on How Mental Illness Loses Out in the NHS.
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19Clark (2011).
20For evidence that CBT is more effective than pure social support, see the following.

For long-term unemployed in Britain, group CBT compared with social support led

4 months later to employment rates of 49% for CBT and 28% for social support

(Proudfoot et al. (1999)).

An Australian study of benefit claimants compared 8 hours of group CBT plus 8 -

hours of job search assistance to 16 hours of job search assistance only. After 4 weeks

the employment rate was 53% for the CBT-plus group and 20% for the job search

group (Della-Posta and Drummond (2006)).
21Gyani et al. (2011).
22These costs omit reduced earnings, mental illness and the costs of narcotic drugs,

smoking and suicide. Friedli and Parsonage (2007) estimate these in present value

terms at £225,000.
23Humphrey et al. (2010). For a whole range of ineffective interventions, see Wilson

(2011).
24 Payton et al. (2008).
25Challen et al. (2011). There was however a small but enduring effect on school

achievement.
26Kellam et al. (2008) and Ialongo et al. (1999).
27Layard et al. (2011).
28Kahneman et al. (2004).
29actionforhappiness.org. It now has over 28,000 members from over 130 countries.

Competing interest
The IZA Journal of Labor Policy is committed to the IZA Guiding Principles of Research Integrity. The author declares
that he has observed these principles.

This paper is based on a lecture delivered at IZA, Bonn, May, 2012.
Responsible Editor: Juan Francisco Jimeno.

Received: 21 June 2012 Accepted: 16 January 2013
Published: 11 March 2013

References

Almlund M, Duckworth AL, Heckman JJ, Kautz T (2011) Personality psychology and economics. In: Hanushek EA,

Machin S, Woessmann L (eds) Handbook of the Economics of Education. Elsevier, Amsterdam, 4: 1–181
Böckerman P, Johansson E, Saarni SI (2010) Do established health-related quality-of-life measures adequately capture

the impact of chronic conditions on subjective well-being? Health Policy 100:91–95
Centre for Economic Performance's Mental Health Policy Group (2012). How Mental Illness Loses Out in the NHS.

Available at: http://cep.lse.ac.uk/pubs/download/special/cepsp26.pdf
Challen A, Machin S, Noden P, West A (2011) Evaluation of the UK Resilience Programme, Final Report. Department for Education
Chiles JA, Lambert MJ, Hatch AL (1999) The impact of psychological interventions on medical cost offset: a meta-analytic

review. Clin Psychol Sci Pract 6(2):204–220
Clark DM (2011) Implementing NICE guidelines for the psychological treatment of depression and anxiety disorders:

the IAPT experience. Int Rev Psychiatry 23:375–384
Davidson R, Jackson D, Kalin N (2000) Emotion, plasticity, context and regulation: Perspectives from affective

neuroscience. Psychol Bull 126:890–906
Della-Posta C, Drummond PD (2006) Cognitive behavioural therapy increases re-employment of job seeking worker’s

compensation clients. J Occup Rehabil 16(2):223–230
Dolan P, Lee H, Peasgood T (2012) Losing sight of the wood for the trees: Some issues in describing and valuing

health and another possible approach. PharmacoEconomics 30(11):1035–1049
Duckworth AL, Seligman MEP (2005) Self-Discipline outdoes IQ in predicting academic performance of adolescents.

Psychol Sci 16(12):939–944
Fergusson D, Horwood J, Ridder E (2005) Show me the child at seven: the consequences of conduct problems in

childhood for psychosocial functioning in adulthood. J Child Psychol Psychiatry 46(8):837–849
Friedli L, Parsonage M (2007) Mental health promotion: building an economic case. Northern Ireland Association for

Mental Health, Belfast
Green H, McGinnity A, Meltzer H, Ford T, Goodman R (2005) Mental health of children and young people in Great

Britain, 2004. Office for National Statistics

http://cep.lse.ac.uk/pubs/download/special/cepsp26.pdf


Layard IZA Journal of Labor Policy 2013, 2:2 Page 16 of 16
http://www.izajolp.com/content/2/1/2
Gyani A, Shafran R, Layard R, Clark D (2011) Enhancing Recovery Rates in IAPT Services: Lessons from analysis of the
Year One data., http://www.iapt.nhs.uk/silo/files/enhancing-recovery-rates–iapt-year-one-report.pdf

Howard C, Dupont S, Haselden B, Lynch J, Wills P (2010) The effectiveness of a group cognitive-behavioural
breathlessness intervention on health status, mood and hospital admissions in elderly patients with chronic
obstructive pulmonary disease. Psychol Health Med 15(4):371–385

Humphrey N, Lendrum A, Wigelsworth M (2010) Social and emotional aspects of learning (SEAL) programme in
secondary schools: National evaluation. Department for Education, p 2

Ialongo NS, Werthamer L, Kellam SG, Hendricks Brown C, Wang S, Lin Y (1999) Proximal impact of two first-grade
preventive interventions on the early risk behaviors for later substance abuse, depression, and antisocial behavior.
Am J Community Psychol 27:599–641

Kahneman D, Krueger A, Schkade D, Schwarz N, Stone A (2004) A survey method for characterizing daily life
experience: the day reconstruction method (DRM). Science 306:1776–1780

Kellam SG, Brown CH, Poduska JM, Ialongo NS, Wang W, Toyinbo P, Petras H, Ford C, Windham A, Wilcox HC (2008)
Effects of a universal classroom behavior management program in first and second grades on young adult
behavioral, psychiatric, and social outcomes. Drug Alcohol Depend 95S:S5–S28

Kroenke K (2007) Efficacy of treatment for somatoform disorders: a review of randomized controlled trials. Psychosom Med 69:881–888
Layard R (2010) Measuring subjective wellbeing. Science 327:534–535
Layard R, Coleman J, Hale D (2011) Using tested programmes for secondary PSHE. March, LSE Mimeo
Layard R, Clark A, Cornaglia F, Powdthavee N, Vernoit J (2013) What predicts a successful life? A life-course model of

wellbeing. LSE CEP mimeo
Lepine J, Gastpar M, Mendlewicz J, Tylee A (1997) Depression in the community: the first pan-European study DEPRES

(Depression Research in European Society). Int Clin Psychopharmacol 12:19–29
Lundborg P, Nilsson A, Rooth D-O (2011) Early life health and adult earnings: evidence from a large sample of siblings

and twins. IZA DP No 5804
McManus S, Meltzer H, Brugha T, Bebbington P, Jenkins R (eds) (2009) Adult psychiatric morbidity in England, 2007.

Results of a household survey. Office for National Statistics
Mind (2010) We need to talk. Getting the right therapy at the right time. Mind, London, Available at: http://www.mind.

org.uk/assets/0001/0090/Mind_We_need_to_talk_Report__REVISED_20_10_10_.pdf
Moore RKG, Groves DG, Bridson JD, Grayson AD, Wong H, Leach A, Lewin RJP, Chester MR (2007) A brief cognitive-behavioral

intervention reduces hospital admissions in refractory angina patients. J Pain Symptom Manage 33(3):310–316
Moussavi S, Chatterji S, Verdes E, Tandon A, Patel V, Ustun B (2007) Depression, chronic diseases, and decrements in

health: results from the World Health Surveys. Lancet 370(9590):851–858
Naylor C, Parsonage M, McDaid D, Knapp M, Fossey M, Galea A (2012) Long-term conditions and mental health: The

cost of co-morbidities. The King’s Fund and Centre for Mental Health
Nimnuan C, Hotopf M, Wessely S (2001) Medically unexplained symptoms: an epidemiological study in seven

specialities. J Psychosom Res 51:361–367
OECD (2011) Mental Health and Work: Evidence, Challenges and Policy Directions. OECD Publishing
Payton JW, Weissberg RP, Durlak JA, Dymnicki AB, Taylor RD, Schellinger KB, Pachan M (2008) The Positive Impact of

Social and Emotional Learning for Kindergarten to Eighth-Grade Students: Findings from Three Scientific Reviews.
Collaborative for Academic, Social and Emotional Learning (CASEL), Chicago, Illinois

Proudfoot J, Gray F, Carson J, Guest D, Dunn G (1999) Psychological training improves mental health and job-finding
among unemployed people. Int Arch Occ Env Hea 72(Suppl):s40–s42

Rollman BL, Belnap BH, Mazumdar S, Houck PR, Zhu F, Gardner W, Reynolds CF, Schulberg HC, Shear MK (2005) A
randomized trial to improve the quality of treatment for panic and generalized anxiety disorders in primary care.
Arch Gen Psychiat 62(12):153–162

Roth A, Fonagy P (eds) (2005) What Works for Whom? 2nd edn. Guilford Press, New York
Sainsbury Centre for Mental Health (2007) Mental Health at Work: Developing the business case. Sainsbury Centre for

Mental Health, London, Policy Paper 8
Scott S, Knapp M, Henderson J, Maughan B (2001) Financial cost of social exclusion: follow-up study of antisocial

children into adulthood. Brit Med J 323(28th July):1–5
Sharpe L, Sensky T, Timberlake N, Ryan B, Brewin CR, Allard S (2001) A blind, randomized, controlled trial of cognitive-

behavioural intervention for patients with recent onset rheumatoid arthritis: preventing psychological and physical
morbidity. Pain 89:275–283

Singleton N, Bumpstead R, O'Brien M, Lee A, Meltzer H (2001) Psychiatric morbidity among adults living in private
households, 2000. Office for National Statistics

Timmins N (2001) The Five Giants: A Biography of the Welfare State, 2nd edn. HarperCollins, London
Wells KB, Sherbourne C, Shchoenbaum M, Duan N, Meredith L, Unutzer J, Miranda J, Carney MF, Rubenstein LV (2000)

Impact of disseminating quality improvement programs for depression in managed primary care. J Amer Med
Assoc 283(2):212–220

Wilson TD (2011) Redirect. The surprising new science of psychological change. Allen Lane, London
World Health Organisation (2002) Reducing risks, promoting healthy life. World Health Organisation, Geneva
doi:10.1186/2193-9004-2-2
Cite this article as: Layard: Mental health: the new frontier for labour economics. IZA Journal of Labor Policy 2013
2:2.

http://www.iapt.nhs.uk/silo/files/enhancing-recovery-rates--iapt-year-one-report.pdf
http://www.mind.org.uk/assets/0001/0090/Mind_We_need_to_talk_Report__REVISED_20_10_10_.pdf
http://www.mind.org.uk/assets/0001/0090/Mind_We_need_to_talk_Report__REVISED_20_10_10_.pdf

	Abstract
	Jel codes

	Introduction
	Wellbeing
	Mental health
	1. The scale of mental illness
	2. Economic costs
	3. Cost-effective treatments
	4. Undertreatment
	5. Prevention
	Treatments for children
	Prevention: schools
	Workplace

	6. Social sciences
	Action for Happiness
	Conclusion
	Endnotes
	Competing interest
	References


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV <>
    /HUN <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [595.440 793.440]
>> setpagedevice


