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SUMMARY. Aims - There is growing demand for economic analysis to support strategic decision-making for mental health
but the availability of economic evidence, in particular on system performance remains limited. The Mental Health Economics
European Network (MHEEN) was set up in 2002 with the broad objective of developing a base for mental health economics infor-
mation and subsequent work in 17 countries. Methods - Data on financing, expenditure and costs, provision of services, work-
force, employment and capacity for economic evaluation were collected through bespoke questionnaires developed iteratively by
the Network. This was augmented by a literature review and analysis of international databases. Results - Findings on financing
alone suggest that in many European countries mental health appears to be neglected while mechanisms for resource allocation are
rarely linked to objective measure of population mental health needs. Numerous economic barriers and potential solutions were
identified. Economic incentives may be one way of promoting change, although there is no 'one size fits all solution. Conclusions
- There are significant benefits and synergies to be gained from the continuing development of networks such as MHEEN. In par-
ticular the analysis can be used to inform developments in Central and Eastern Europe. For instance there is much that can be learnt
on both how the balance of care between institutional and non-institutional care has changed and on the role played by economic
incentives in ensuring that resources were used to develop alternative community-based systems.
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CONTEXT episode of mental illness during their lifetime (World
Health Organization, 2004).While population based preva-

The impacts of poor mental health range far and wide, lence estimates vary considerably depending on country
One in four people can expect to experience a significant and mental disorder, some estimates suggest that between

one quarter and one third of the population in European
studies may affected by a mental health problem in any one
year period (Wittchen & Jacobi, 2005; Bijl et al, 2003;
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ity (Harris and Barraclough, 1998), and family relationships
can suffer (Kessler et al, 1998; Thornicroft et al, 2004).
There is a strong relationship between poor mental health
and social deprivation (Eibner et al, 2004; Fryers et ah,
2005; Office of the Deputy Prime Minister, 2004). The pro-
found levels of stigma, ignorance and subsequent discrimi-
nation associated with mental health problems can limit ed-
ucation and employment opportunities, leading to a descent
into poverty (Marwaha & Johnson, 2004). There is also a
greater risk of becoming homeless or of coming into con-
tact with the criminal justice system. The long-term impacts
on children with mental health problems can also be signif-
icant: they may suffer from neglect and their schooling may
be disrupted, and their contacts with health care and crimi-
nal justice systems in adulthood may be much higher than
in the general population. (Scott et al, 2001; Knapp et al.,
2002; Chen et al., 2006; McCrone et al, 2005).

The economic costs of mental health problems are also
high; very conservatively estimated in several EU countries
to be 3-4% of GNP (Gabriel & Liimatainen, 2000). In fact,
the majority of quantified costs occur outside the health sec-
tor, being due to lost employment, absenteeism, poor perfor-
mance within the workplace and premature retirement and
death (McDaid et al, 2005). Typically studies have estimat-
ed that these non-health care costs account for between 60%
and 80% of the total economic impact of major mental health
problems (Thomas & Morris, 2003; Knapp et al, 2004b).

The growing recognition of these many impacts of poor
mental health and the recognition that resources for ser-
vices are not limitless has led - somewhat belatedly, and
certainly very unevenly across countries - to recognition
of the need to pay attention to the broad costs of mental
illness and the pursuit of cost-effectiveness in the ways
that resources are used in treating and supporting people
with mental health problems. In turn this has generated de-
mands for economic analyses and insights to support clin-
ical and strategic decision-making.

The supply response from economists has been at least
as uneven as the pattern of demand. In European countries
such as the Netherlands, Sweden and the UK - and, look-
ing farther afield, in Australia, Canada and the US - there
are large, vibrant, rapidly evolving communities of health
economists. A few of the economists in these countries -
generally a rather disappointingly small few - have ven-
tured into a mental health area. In a few regions of
Germany, Italy and Spain there have been important eco-
nomic studies in the mental health area. Elsewhere, the
availability of evidence from economic evaluation is very
patchy indeed and across all countries comparatively lit-
tle has been done to analyse the performance of mental
health systems from an economic perspective.

It was against this background that the Mental Health
Economics European Network (MHEEN) was established
in 2002. Its broad objective was to establish a base for
mental health economics information and subsequent
work in 17 countries. The Network has since been ex-
tended to 31 countries. The initial phase was modestly but
imaginatively funded by the European Commission and
jointly coordinated by the Personal Social Services
Research Unit (PSSRU) at the London School of
Economics and the Brussels-based NGO Mental Health
Europe/Sante Mentale Europe.

DEVELOPMENT OF THE MHEEN NETWORK

The aim was to have a network of representatives - at
least one from each country - with expertise and/or experi-
ence of health economics and with personal work or com-
mitment to the economics of mental health. People could
be recruited from research, educational, government or oth-
er institutions, and in the event we were fortunate to be able
to draw on a wide range of organisational links and people.

One of the particular challenges in establishing the
Network was to find individuals both with skills in health
economics and an interest or understanding of mental
health related-issues. In the initial 17 country Network it
was eventually possible to recruit people in eight coun-
tries who had knowledge of both health economics and
mental health, with the other Network members bringing
a mixture of knowledge of health economics or mental
health together with enthusiasm to build knowledge in the
other area. These same challenges were faced again as we
expanded the Network to 31 countries.

Activities in the first phase of work - which ran from
2002 to 2004 - were grouped around a number of themes:
financing; expenditure and costs; provision, services and
workforce; employment; and the capacity for economic
evaluation. Bespoke structured questionnaires were devel-
oped iteratively by the group to refine the exact tasks to be
undertaken on each theme. Work across the whole group
and in subgroups was intended to provide a learning op-
portunity for some members, while for others there were
opportunities to transfer knowledge and methodology from
one country to another and to seek the benefits of concert-
ed action. While it is not possible here to report in detail the
findings from all aspects of the first phase of work, we have
chosen to highlight some issues related to the situation and
challenges to be faced in financing and allocating resources
to mental health; fuller details on all aspects of the project
will be available in a special issue of the Journal of Mental
Health devoted to MHEEN to be published later in 2006.
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FUNDING FOR MENTAL HEALTH

A major challenge in many countries is to ensure that
mental health needs receive a fair share of societal or col-
lective attention, and that the preventive interventions,
treatments and services that can meet those needs receive
their fair share of available health system funding. An ear-
ly task in the first phase was to gain an understanding of
levels and patterns of funding for mental health services
in each country, including the proportion of total health
expenditure allocated to mental health. Estimates of ex-
penditure on mental health services were sought across the
Network, although in five countries no estimates could be
obtained, which in part reflects the difficulties of collect-
ing or aggregating information in systems where health
care is devolved to local governments, as for instance in
Spain (Salvador-Carulla et al., 2006).

What is undoubtedly clear is that in many countries in
Europe mental health care appears to be under-funded.
Despite the high prevalence, substantial contribution to the
global burden of disability, strong association between de-
privation and mental illness, and the growing body of cost-
effectiveness evidence, e.g. (Barrett et al., 2005; Chisholm
et al., 2004; Knapp et al., 2004a; Lothgren, 2004a, b;
Romeo et al., 2005) the proportion of total health system
expenditure devoted to mental health care is often very
small. Using data from MHEEN for Network countries
supplemented by data from the WHO Atlas on Mental
Health (World Health Organization, 2005a) only four
countries in 52 European countries report spending more
than 10% of their health budget on mental health, with the
lowest reported levels of under 2% in some of the newly
independent states of the former Soviet Union.
Expenditure on mental health within the health care bud-
get is at its highest levels in the UK and Luxembourg with
spending in excess of 13% (McDaid et al., 2004). Caution
should be exercised however, as it is difficult to make ro-
bust comparisons between countries because of differ-
ences in accounting procedures and in the way that services
are classified and grouped. There may also be differences
in the way that privately funded treatments are reported.

A related activity of the MHEEN group was to exam-
ine the methods or routes for funding mental health care
in Western Europe. These appear to differ little from those
used to generate funding for health care in general (Knapp
et al., submitted for publication b). Funding relies largely
on taxation and social insurance, respecting the principles
of solidarity and universality. But this does not necessari-
ly mean that such systems operate equitably. Systems
where there is high reliance on out-of-pocket payments at
the point of need (such as in Portugal) are likely to be in-

equitable. Out-of-pocket payments may be particularly in-
appropriate for people with mental health problems, who
may already be unwilling to come into contact with ser-
vices because of fears of being stigmatised by the com-
munity, and who are already disadvantaged economically
by the effects of chronic illness.

Supplemental private insurance in most European
countries continues to play a minimal role in providing
coverage for mental health services. Evidence from the
US, where the private health insurance market is most
well developed, illustrates the difficulty that mental health
has in achieving parity with physical health, leading to un-
equal access to insurance coverage for mental health treat-
ment. This may be of greater significance for phase II of
MHEEN, if - as might be expected - the crisis in public
health systems means that private insurance is playing an
increasingly important role in the transition economies of
central and eastern Europe. Of more significance in the 17
original Network countries has been the shifting of some
services out of the health and into the social care system
where some principles of universality and solidarity may
not apply, with not all services being available nationwide
and perhaps subject to means testing.

Resource Allocation

Another related task of MHEEN has been to look at the
way in which pooled funds raised through social insurance
or taxation are allocated to mental health services. Even
when the level of funding collected either through taxation
or insurance for mental health is commensurate with the
level of need and the availability of effective interventions
there could still be a need for action. The allocation of ser-
vices and payments for them may not be appropriate.

With few exceptions, in tax based systems budgets
were determined on the basis of historical precedent or po-
litical judgement rather than on the basis of an objective
measure of population health needs. This is unlikely to tar-
get resources to areas where they have the greatest chance
of being effective and may also allow inequities to persist,
for instance if resources continue to be concentrated in
major cities, neglecting rural areas within a country. Even
when budgets are supposedly earmarked for mental health
there were few safeguards to ensure that resources were in
fact not spent on other non mental health related services.

One exception to this pattern can be seen in England
where a resource allocation formula is used to determines
how health care funds are distributed to local services pur-
chasers. This is based on an index that combines a number
of indicators of population need together with evidence on
patterns of mental health care need from the Health
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Survey of England. (Glover, 2004). While local pur-
chasers remain are free to spend more or less on mental
health than determined by this mental health needs alloca-
tion, in providing services, they must ensure that services
are available that meet the needs of the National Service
Framework for Mental Health, meaning that resources are
targeted in a more evidence-based way to mental health.

One possible way to improve the allocation of re-
sources is through the use of DRG (Diagnosis Related
Group) tariffs, which reimburse service providers for
mental health-related services in both social insurance and
tax dominated countries. Using DRGs is not without chal-
lenges - the Network reported that DRG tariffs have not
always fully taken into account all of the costs associated
with chronic mental health problems. Some have subse-
quently been the subject of careful adjustment, but with-
out such revision they may do little to tackle the continued
under-funding of services.

Barriers to appropriate allocation of resources

One key barrier to an appropriate allocation of re-
sources to mental health can be public attitudes. Mental
health is not a topic which commands great attention from
the public. One recent population survey in Germany re-
ported that only 10% and 7% of respondents placed schiz-
ophrenia and depression, respectively, within their top
three disease areas where budgets would be protected
compared with 89% prioritising cancer, 51 % HIV/AIDS
and 49% cardiovascular disease. This low priority was at-
tributed in part to ignorance that conditions could be treat-
ed, a belief that they were self-inflicted, and an underesti-
mation of individual susceptibility to mental illness
(Matschinger & Angemeyer, 2004).

While changing such attitudes may realistically only be
achieved in the very long term, a number of organisation-
al barriers which are perhaps more amenable to change
have been identified both in Europe and elsewhere.
(Knapp et al., 2006). For instance available funds may be
poorly distributed, with funds directed to services which
do not match what is needed. A clear example is the dom-
inant position in many systems of large psychiatric asy-
lums in central and eastern Europe, where funding in some
countries remains linked to bed occupancy rates (McDaid
et al., in press). In cost terms, these hospitals account for
high proportions of available mental health budgets while
supporting small proportions of the total population in
need. Funding mechanisms and the organisation of care or
support arrangements may also be inflexible, leaving ser-
vice planners unable to respond to differences in individ-
ual needs or community circumstances. Another barrier is

the challenge of co-ordinating service delivery between
agencies working in different sectors under different bud-
getary rules.

USING ECONOMIC INCENTIVES TO
PROMOTE CHANGE

A key aspect of the ongoing work of MHEEN is to look
at how economic incentives can be used to promote
change. Incentives can help address the challenges of both
the apparent low level of funding and the way in which
available resources are allocated to different mental
health-related services. One key issue to make the case for
greater investment even more compelling is to continue to
build and strengthen the evidence base on the cost-effec-
tiveness, not only of treatments for mental health disor-
ders, but also interventions to promote good mental well-
being, for instance in the workplace or in school. A key
complementary activity is to develop capacity for both the
conduct and the interpretation of mental health economic
studies across Europe, as well as facilitating greater ex-
change of information.

Potential mechanisms for improving the way in which
existing budgets for mental health are used may include
making agencies or individual case managers at a local
level directly responsible for budgets. Another possibility
may be the creation of joint budgets for mental health
across sectors to overcome some of the problems of bud-
get fragmentation. Clearly if we truly want services to
meet needs then it is important to help empower service
users to have a greater say on how budgets are allocated.
'Direct payments' (consumer-directed care) where indi-
viduals are given cash with which to purchase some or all
of their services, is one interesting approach that requires
careful evaluation.

NEXT STEPS FOR MHEEN

The European Commission has recently awarded the
London School of Economics, again working in collabo-
ration with Mental Health Europe and Network partners
across Europe, a further grant to fund activities for anoth-
er two years, and to extend the scope of activities from 17
to 31 countries. MHEEN now includes all 10 new mem-
ber states, plus candidate countries Bulgaria, Romania and
Turkey and EEA country Liechtenstein. The new pro-
gramme commenced in late 2005 and some details are still
to be refined but one important aspect is to look at how
economic incentives can and are being used to encourage
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system reform, especially in the balance of care in the ma-
jority of new partner countries that are still heavily reliant
on long-stay institutions. Other areas of work include ad-
ditional mapping of existing and proposed funding struc-
tures and availability of resources for mental health; syn-
thesising information on the costs of mental health prob-
lems; looking at the cost-effectiveness of mental health
promotion and workplace interventions; sharing econom-
ic evidence and looking at how it can be adapted across
countries and settings; and capacity building for mental
health economics to facilitate greater use of mental health
economics in the decision-making process

REFLECTIONS ON THE DEVELOPMENT
OF MHEEN

There are significant benefits to be gained from the de-
velopment of networks such as MHEEN. The MHEEN ap-
proach might helpfully serve (with careful adaptation) as a
template for the development of economic analysis in sim-
ilar emerging networks in other areas of the world, for in-
stance the Socio-Economic Burden of Depression (SEBoD)
group working in a number of countries in south-east Asia
(Sartorius, 2004). MHEEN has provided an opportunity for
the development of a consistent data base allowing more
meaningful comparisons of mental health systems to be
made across countries. The impact of differences between
systems, for instance in terms of their funding structures,
and the consequences when considering different policy in-
terventions can then be fed into national discussions.

Members of the Network have also contributed to
supra-national discourse, responding to specific requests
for advice and information from bodies such as the
European Parliament, European Commission and World
Health Organization. New links have also been developed
which can act as platform for future work. One example is
ongoing collaboration with European researchers and pol-
icy makers involved in mental health promotion to look at
the cost-effectiveness of implementing promotion strate-
gies. We have emphasised the importance of training to
build mental health economics capacity. Network mem-
bers can then in turn help to develop further some of the
skills necessary both to conduct and interpret economic
evaluations and in turn provide training to others.

Perhaps most importantly, as we embark upon phase II
of MHEEN, western European experiences of mental
health economics and related policy analysis can be used
to inform developments in Central and Eastern European
countries. There is much that can be learnt from analysis,
for instance, of how the balance of care between institu-

tional and non-institutional care has changed and the role
played by economic incentives in ensuring that resources
were (or were not) used to develop alternative communi-
ty-based systems.

While many synergies have emerged and much good-
will has been generated, co-ordination of such a virtual net-
work as MHEEN where most communication is through
electronic means is a key consideration. In our view, it was
critical to the success of the network to have an early face-
to-face meeting to help establish a group dynamic and a
mutual sense of ownership over outputs and activities.

CONCLUSION

Decision makers in Europe are facing both challenges
and opportunities in the mental health arena. All 52 mem-
ber states of the WHO European Region, as well as the
European Union and Council of Europe, came together in
Helsinki in January 2005 to endorse a Declaration and
Action Plan on mental health (World Health
Organization, 2005b,c). At the EU level meanwhile, a
consultative Green Paper on Mental Health was published
in autumn of 2005 (Commission of the European
Communities, 2005) and there have also been a number of
recent reports produced on mental health. (Commission of
the European Communities, 2004; Jane-Llopis &
Anderson, 2005; Henderson et ai, 2004).

It is not insignificant that these recent policy develop-
ments have all recognised the importance of looking at the
economic evidence and have sought inputs from MHEEN
members. Economic analysis belongs within the broader
policy context, and policy makers need to consider the
broad and long-term implications of their decisions. This is
especially pertinent when one recalls that neglecting to
make decisions can often cost more than taking the appro-
priate and timely action. There is also much benefit to be
derived from greater co-operation and collaboration across
countries. Such collaborative endeavour has the ability to
improve our understanding of the ways in which different
mental health care systems are organised and function, and
can help to build common approaches to data collection.
Such action could therefore help to improve the generalis-
ability of research, and also contribute by pooling and aug-
menting access to health economics expertise, which re-
mains very limited in some parts of Europe. Mental health
has impacts on many different non-health sectors and a con-
tinuing challenge for MHEEN and others will be to engage
with these sectors and provide economic evidence that en-
compasses inputs from and impacts on the social care, hous-
ing, education employment and criminal justice systems.
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