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Abstract 

Mental health and well-being are critical components of individual and societal welfare. 

Despite their significance, mental health has been a neglected area in economic research for a 

long time. In this review paper, we examine the existing literature on the economics of 

mental health and well-being. We first provide a brief overview of the epidemiology and 

economic burden of mental illness. Next, we discuss the economic determinants of mental 

health and well-being, including income, employment, education, and social connections. We 

then explore the role of policies in promoting mental health and well-being, including mental 

health care services, workplace interventions, and social policies. Finally, we highlight some 

promising areas for future research. 

Keywords: Mental health, well-being, economics, healthcare costs, productivity, social 

determinants 

Introduction 

Mental health and well-being are essential components of overall health and quality of life. 

Mental illness, including depression, anxiety, and substance abuse disorders, is a significant 

cause of disability worldwide. According to the World Health Organization (WHO), one in 

four people globally will experience a mental or neurological disorder at some point in their 

lives. Mental illness not only has an adverse impact on individuals' lives but also imposes a 

substantial economic burden on society. In the United States, for example, the economic cost 

of mental illness is estimated to be $193.2 billion per year. 

Despite the significant impact of mental illness on individual and societal welfare, mental 

health has been a neglected area in economic research for a long time. However, in recent 

years, there has been growing interest in the economics of mental health and well-being. This 

review paper aims to provide a comprehensive overview of the existing literature on the 

economics of mental health and well-being.  
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Mental health and well-being are essential components of a person's overall health and 

quality of life. However, mental health conditions are prevalent worldwide and have 

significant economic and social consequences. This paper reviews the current state of 

research on the economics of mental health and well-being, highlighting the key findings, 

gaps in the literature, and implications for policy and practice. The paper first provides an 

overview of the global burden of mental health conditions and the economic costs associated 

with them. It then discusses the economic determinants of mental health, including income, 

education, employment, and social factors. The paper also reviews the economic impacts of 

mental health conditions, including lost productivity, healthcare costs, and reduced quality of 

life. Finally, the paper highlights the need for more research to understand the economic 

implications of mental health conditions and the effectiveness of interventions to improve 

mental health and well-being.  According to the World Health Organization (WHO), mental 

health is defined as "a state of well-being in which the individual realizes his or her abilities, 

can cope with the normal stresses of life, can work productively and fruitfully, and is able to 

make a contribution to his or her community." However, mental health conditions are 

prevalent worldwide and have significant economic and social consequences. 

In recent years, there has been growing interest in the economics of mental health and well-

being. This paper reviews the current state of research on the economics of mental health and 

well-being, highlighting the key findings, gaps in the literature, and implications for policy 

and practice. 

Theories 

The economic theories related to mental health and well-being can be broadly categorized 

into two types: the human capital approach and the behavioral economics approach. The 

human capital approach suggests that mental health is an important form of human capital 

that affects an individual's productivity, earning potential and overall economic well-being. 

The behavioral economics approach, on the other hand, suggests that mental health problems 

are often associated with decision-making biases and cognitive limitations that can lead to 

poor economic outcomes.There are several economic theories that relate to mental health 

and well-being: 

 

1. Human capital theory: This theory posits that individuals' skills, knowledge, and health are 

forms of capital that can be invested in and developed over time. Mental health and well-
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being are key components of this capital, as they enable individuals to be productive and 

engaged members of society. 

2. Behavioral economics: This approach examines the psychological and emotional factors that 

influence economic decisions. Mental health and well-being can have a significant impact on 

these factors, and therefore can affect how individuals make economic decisions. 

3. Social capital theory: This theory suggests that the strength and quality of an individual's 

social connections can affect their mental health and well-being, as well as their economic 

outcomes. Strong social networks can provide support and resources that can help 

individuals overcome economic challenges. 

4. Capability approach: This approach focuses on the individual's ability to achieve their goals 

and aspirations, rather than solely on economic outcomes. Mental health and well-being are 

seen as essential capabilities that enable individuals to achieve their goals and participate 

fully in society. 

5. Health economics: This field of economics examines the production, consumption, and 

distribution of healthcare goods and services. Mental health and well-being are important 

aspects of healthcare, and understanding the economics of mental healthcare can help inform 

policy decisions and resource allocation. 

 

One key finding of the literature is that mental health problems are a significant economic 

burden on individuals, families, and societies. Studies have shown that mental health 

problems can lead to reduced productivity, increased healthcare costs, and higher rates of 

unemployment and disability. For example, a study by the World Health Organization 

estimated that depression and anxiety disorders cost the global economy over $1 trillion each 

year. 

In contrast, there is evidence that promoting mental well-being can have significant 

economic benefits. Research has shown that improving mental well-being can lead to 

increased productivity, improved job satisfaction, and reduced healthcare costs. For 

example, a study by the London School of Economics found that investing in workplace 

mental health interventions can generate a return on investment of 4:1. 

The literature also highlights the importance of early intervention and prevention in 

promoting mental well-being and reducing the economic costs of mental health problems. 
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Studies have shown that early intervention can prevent mental health problems from 

becoming chronic and costly, and that prevention efforts can be cost-effective in the long run. 

In terms of policy implications, the literature suggests that there is a need for greater 

investment in mental health services and interventions. This includes increasing funding for 

mental health research, improving access to mental health services, and promoting mental 

well-being through workplace and community-based interventions. 

Overall, the literature on the economics of mental health and well-being highlights the 

significant economic costs of mental health problems and the benefits of promoting mental 

well-being. The findings suggest that there is a need for greater investment in mental health 

services and interventions, as well as a focus on early intervention and prevention efforts to 

reduce the economic burden of mental health problems. 

Empirical Evidence: The empirical evidence on the economics of mental health and well-

being suggests that mental health problems have significant economic costs. These costs can 

be direct, such as medical expenses, or indirect, such as lost productivity or reduced quality 

of life. The economic burden of mental health problems can be particularly high for low-

income individuals and communities. On the other hand, investing in mental health 

promotion and prevention can yield significant economic benefits, such as improved 

productivity, reduced healthcare costs, and increased social capital. 

Epidemiology and Economic Burden of Mental Illness: Mental illness is a widespread 

health problem that affects people of all ages, races, and socio-economic backgrounds. 

According to the WHO, depression is the leading cause of disability worldwide, affecting 

more than 264 million people globally. Anxiety disorders are also prevalent, affecting around 

284 million people worldwide. Substance abuse disorders are another significant mental 

health problem, with an estimated 35 million people worldwide suffering from drug use 

disorders. 

Mental illness imposes a substantial economic burden on society. The economic costs of 

mental illness include direct costs, such as health care expenses, and indirect costs, such as 

lost productivity and reduced quality of life. In the United States, for example, the economic 

cost of mental illness is estimated to be $193.2 billion per year, including $75 billion in direct 

costs and $118.2 billion in indirect costs. 
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Economic Costs of Mental Health Conditions: 

Mental health conditions have significant economic costs, including lost productivity, 

healthcare costs, and reduced quality of life. The economic burden of mental health 

conditions is estimated to be $2.5 trillion globally, equivalent to 3.5% of global GDP. In the 

United States, the economic cost of mental health conditions is estimated to be $210.5 billion 

annually. Lost productivity due to mental health conditions is a significant contributor to 

these costs, accounting for approximately 50% of the economic burden of mental health 

conditions. 

Economic Determinants of Mental Health and Well-Being: Various economic and social 

factors can impact mental health and well-being. Income, employment, education, and social 

connections are among the most important determinants of mental health and well-being. 

Income: Income is a critical determinant of mental health and well-being. Higher income is 

associated with better mental health outcomes, including lower rates of depression and 

anxiety. However, the relationship between income and mental health is not linear, and the 

positive effects of income on mental health may plateau beyond a certain threshold. 

Employment: Unemployment and job insecurity are significant risk factors for mental illness. 

Unemployed individuals are more likely to experience depression and anxiety than employed 

individuals. Moreover, job insecurity, such as the fear of losing one's job, can also have 

adverse effects on mental health and well-being. 

Education: Education is another essential determinant of mental health and well-being. 

Higher levels of education are associated with better mental health outcomes, including 

lower rates of depression and anxiety. 

Social Connections: Social connections, such as social support and social networks, are 

critical for mental health and well-being. Social isolation and loneliness are associated with 

an increased risk of mental illness, including depression and anxiety 

 

Interventions to Improve Mental Health and Well-Being: 
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There are several interventions that can improve mental health and well-being, including 

psychological interventions, pharmacological treatments, and policy interventions 

 

Conclusion 

The literature review reveals that mental health problems are widespread, affecting a 

significant proportion of the population in both developed and developing countries. These 

problems have a significant economic impact on individuals, families, and society as a whole, 

including lost productivity, increased healthcare costs, and reduced quality of life. 

The review also highlights that investments in mental health promotion and treatment can 

have significant economic benefits, including improved productivity, reduced healthcare 

costs, and increased social and economic participation. Such investments can also reduce the 

social and economic costs associated with mental illness, such as homelessness, substance 

abuse, and incarceration. 
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