
R ecent research has established evidence of a strong link between poor physical health during child-
hood (and even in utero) and health and economic outcomes much later in adulthood. But much 
less is known about the long-term economic consequences of psychological conditions experienced 
during childhood, although childhood psychological conditions—including depression and sub-

stance abuse—are a growing concern for American children.
A new study by James P. Smith and Gillian C. Smith funded by the National Institute on Aging 

seeks to get at this issue. The authors used the Panel Study of Income Dynamics (PSID)—which follows 
groups of siblings and their parents for up to 40 years, prospectively collecting information on education, 
income, work, and marriage—and a retrospective child health history designed by the lead author. That 
history was placed into the 2007 PSID wave to measure whether respondents had any of 14 childhood 
physical illnesses or suffered from depression, substance abuse, or other psychological conditions. 

Key study findings include the following:
  

■	Childhood psychological conditions have large effects on the ability of affected children to work and 
earn as adults and to get married and smaller effects on their ability to achieve educationally. 

■	Controlling for physical childhood diseases shows that these effects are not the result of the 
coexistence of psychological and physical diseases, and controlling for within-sibling differences  
shows that the effects are not the result of unobserved common family differences.

■	The long-term economic damages of such effects are very large—a reduction in family income of 
about $10,400, amounting to a loss that will be sustained, on average, through all adult years.

■	Using a 3-percent real discount rate, this translates into a lifetime cost in lost family income for the 
individuals affected of about $300,000.

■	If one in 20 adult Americans experienced these psychological problems during their childhood 
years (about the current prevalence), total lifetime economic damages for all those affected would be 
$2.1 trillion. 

■	This estimate likely understates the costs, because it ignores the significant noneconomic costs associ-
ated with these psychological disorders.

The study concludes that in some ways, such as the eventual economic costs, pathways related to 
childhood mental disorders are even more important than those related to childhood physical illnesses. 
Effective treatments targeted at children that lower the risk of experiencing these psychological condi-
tions or that mitigate their adult psychological and economic consequences are likely to have long-lasting 
payoffs and to be very cost-effective. Treating children effectively will also likely benefit their parents, 
siblings, classmates, and neighbors.

RAND Research areas

Children and Families

Education and the Arts

Energy and Environment

Health and Health Care

Infrastructure and 
Transportation

International Affairs

Law and Business

National Security

Population and Aging

Public Safety

Science and Technology

Terrorism and  
Homeland Security

This fact sheet is part of the  
RAND Corporation research 
brief series. RAND fact sheets 
summarize published, peer-
reviewed documents. 

Headquarters Campus
1776 Main Street 
P.O. Box 2138 
Santa Monica, California 
90407-2138 
Tel  310.393.0411 
Fax  310.393.4818 

© RAND 2010

www.rand.org

What Are the Long-Term Economic Costs of Psychological 
Problems During Childhood?

Fact Sheet

This fact sheet is based on Smith JP, and Smith GC, “Long-Term Economic Costs of Psychological Problems During Childhood,” 
Social Science & Medicine, Vol. 71, No. 1, July 2010, pp. 110–115.

LABOR AND POPULATION

http://www.rand.org
http://www.rand.org/pdfrd/labor/


RB-9548 (2010)

This fact sheet was written by Paul Steinberg. The RAND Corporation is a nonprofit institution that helps improve policy and decisionmaking through research and analysis. 
RAND’s publications do not necessarily reflect the opinions of its research clients and sponsors. R® is a registered trademark.

RAND Offices   
Santa Monica, CA • Washington, DC • Pittsburgh, PA • New Orleans, LA/Jackson, MS • Boston, MA • Doha, QA • Cambridge, UK • Brussels, BE

Office of Congressional Relations    |    703-413-1100 x5320    |    ocr@rand.org    |    www.rand.org/congress

mailto:ocr@rand.org
http://www.rand.org/congress


This PDF document was made available from www.rand.org as a public 

service of the RAND Corporation.

This document and trademark(s) contained herein are protected by law as indicated in a notice appearing later 
in this work.  This electronic representation of RAND intellectual property is provided for non-commercial 
use only.  Unauthorized posting of RAND PDFs to a non-RAND Web site is prohibited.  RAND PDFs are 
protected under copyright law.  Permission is required from RAND to reproduce, or reuse in another form, 
any of our research documents for commercial use. For information on reprint and linking permissions, please 
see RAND Permissions.

Limited Electronic Distribution Rights

THE ARTS

CHILD POLICY

CIVIL JUSTICE

EDUCATION

ENERGY AND ENVIRONMENT

HEALTH AND HEALTH CARE

INTERNATIONAL AFFAIRS

NATIONAL SECURITY

POPULATION AND AGING

PUBLIC SAFETY

SCIENCE AND TECHNOLOGY

SUBSTANCE ABUSE

TERRORISM AND 
HOMELAND SECURITY

TRANSPORTATION AND
INFRASTRUCTURE

WORKFORCE AND WORKPLACE

This product is part of the RAND Corporation 
research brief series. RAND research briefs present 
policy-oriented summaries of individual published, peer-
reviewed documents or of a body of published work.

The RAND Corporation is a nonprofit institution that 
helps improve policy and decisionmaking through 
research and analysis.

Support RAND
	 Browse Books & Publications

	 Make a charitable contribution

For More Information
	 Visit RAND at www.rand.org

	 Explore RAND Labor and Population

	 View document details

http://www.rand.org/pdfrd/
http://www.rand.org/pdfrd/research_areas/arts/
http://www.rand.org/pdfrd/research_areas/children/
http://www.rand.org/pdfrd/research_areas/civil_justice/
http://www.rand.org/pdfrd/research_areas/education/
http://www.rand.org/pdfrd/research_areas/energy_environment/
http://www.rand.org/pdfrd/research_areas/health/
http://www.rand.org/pdfrd/research_areas/international_affairs/
http://www.rand.org/pdfrd/research_areas/national_security/
http://www.rand.org/pdfrd/research_areas/population/
http://www.rand.org/pdfrd/research_areas/public_safety/
http://www.rand.org/pdfrd/research_areas/science_technology/
http://www.rand.org/pdfrd/research_areas/substance_abuse/
http://www.rand.org/pdfrd/research_areas/terrorism/
http://www.rand.org/pdfrd/research_areas/infrastructure/
http://www.rand.org/pdfrd/research_areas/workforce/
http://www.rand.org/pdfrd/labor/
http://www.rand.org/pdfrd/pubs/online/
http://www.rand.org/pdfrd/giving/contribute.html
http://www.rand.org/pdfrd/
http://www.rand.org/pdfrd/labor/
http://www.rand.org/pdfrd/pubs/research_briefs/RB9548/

