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An Infometrics report prepared for Every Child Counts (a coalition of NGOs committed to creating a positive future for children in New Zealand) has approximated the economic cost of child abuse and neglect.

Child abuse and neglect costs New Zealand around $NZ2 billion or over 1% of Gross Domestic Product each year. This figure includes the direct costs of health care and child welfare services, ongoing costs related to long run health and crime impacts and also the indirect cost of lost productivity. 

Broadly, each of these three categories – immediate costs, long term costs and foregone productivity – make up about a third of the total estimated cost of abuse and neglect. 

Assigning economic cost to child abuse and neglect is complex. The figure of $2 billion has been reached by examining core government expenditure in New Zealand and extrapolating for longer term costs from modelling undertaken in jurisdictions such as Australia and the United States of America.

Similarly, understanding the magnitude of the problem is challenging. We do know from the report, however, that in the period 2000 to 2004, 39 children under the age of 17 were murdered and in the 2005/2006 financial year, more than 65,000 children were present during reported cases of family violence.  

Across a number of different services and programmes in New Zealand, Budget 2008 (for the 2008/209 financial year) allocated almost $620m to address issues associated with child abuse and neglect. The bulk of this money (73%) was used to manage the immediate results of abuse and neglect, with the remaining funding being for longer term preventative services. 

In addition to the moral imperatives of reducing child abuse and neglect, the economic benefits are compelling according to the report. Child abuse and neglect lead to higher incidents of poor health, criminal activity and incarceration, lower levels of educational achievement, lower paid employment and a greater reliance on state benefits. 

The impacts are compounding. Lower education levels, for example, lead to lower income levels, resulting in lower tax payments and a greater call on income support payments. 

The report notes the interdependence between cognitive, linguistic, social and emotional skills and the potential for long term damage to a child’s development caused by abuse or neglect. Family environment significantly impacts on brain development, which in turn shapes skill development. This is the context in which economic arguments for early intervention - to protect the skill acquisition that lays the foundation for future work and life success - may be advanced. 

Another economic (and moral) dimension is the intergenerational nature of child abuse and neglect. Stemming the incidence of abuse and neglect in one generation reduces the likelihood of abuse and neglect being visited upon the next generation. The report’s statement that “… early intervention is more effective than later corrective action” is true both for the individual and the community. 

Currently less than 0.1% of GDP is spent on preventative services. One conclusion of the report, from a purely economic standpoint, is that the cost of child abuse and neglect is sufficiently high that removing these costs would justify an investment of between $19 billion and $30 billion using a discount rate of 10% or 6% respectively, across a 50 year time period. 

Citing an American Nobel Prize Laureate, James Heckman, the report notes the advantages of targeting childhood development interventions on the basis that children from disadvantaged families are disproportionally represented in the numbers of problem children. This position supports an economic argument for intensive interventions rather than merely spreading limited resource across all families and children. 

Greater investment in expensive preventative measures will require arguments to be advanced to overcome the current “natural bias” against long time-frame solutions. Not only should up front costs be considered, but also the return on investment. 

Noting the challenges of scaling up successful small scale intervention programmes, the report quotes a 2006 work by Grunewald and Rolnick that argues large scale programmes to support positive child development must target the most at-risk children, involve parents, be long term in nature and reward success to build quality and innovation. 

The moral rationale for addressing child abuse and neglect is undisputed. This report makes clear that the economic rationale for investing more intensively in preventative programmes is also overwhelmingly persuasive. 

