
The Heckman Equation

Invest in early childhood development:  
Reduce deficits, strengthen the economy.

James J. Heckman is the Henry Schultz Distinguished Service Professor in Economics at The University of  Chicago, a Nobel 
Laureate in Economics and an expert in the economics of  human development.

Those seeking to reduce deficits and strengthen  
the economy should make significant investments  
in early childhood education. 
Professor Heckman’s ground-breaking work with a consor-
tium of  economists, psychologists, statisticians and neuro-
scientists shows that early childhood development directly 
influences economic, health and social outcomes for indi-
viduals and society. Adverse early environments create defi-
cits in skills and abilities that drive down productivity and 
increase social costs—thereby adding to financial deficits 
borne by the public.

Early childhood development drives success  
in school and life. 
A critical time to shape productivity is from birth to age 
5, when the brain develops rapidly to build the foundation 
of  cognitive and character skills necessary for success in 
school, health, career and life. Early childhood education 
fosters cognitive skills along with attentiveness, motivation, 
self-control and sociability—the character skills that turn 
knowledge into know-how and people into productive  
citizens.

Investing in early childhood education for  
at-risk children is an effective strategy for  
reducing social costs. 
Every child needs effective early childhood supports— 
at-risk children from disadvantaged environments are least 
likely to get them. They come from families who lack the ed-
ucation, social and economic resources to provide the early 
developmental stimulation that is so helpful for success in 
school, college, career and life. Poor health, dropout rates, 
poverty and crime—California can address these problems 
and substantially reduce their costs to taxpayers by investing 
in developmental opportunities for at-risk children.

Investing in early childhood education is a cost- 
effective strategy for promoting economic growth. 
Our economic future depends on providing the tools for  
upward mobility and building a highly educated, skilled 
workforce. Early childhood education is the most efficient 
way to accomplish these goals:

•	 Professor	Heckman’s	analysis	of 	the	Perry	Preschool	 
program shows a 7% to 10% per year return on invest-
ment based on increased school and career achievement 
as well as reduced costs in remedial education, health  
and criminal justice system expenditures.

•	 It	is	very	likely	that	many	other	early	childhood	programs	
are equally effective. Analysts of  the Chicago Child Parent 
Center Study estimated $48,000 in benefits to the public 
per child from a half-day public school preschool for at-
risk children. Participants at age 20 were estimated to be 
more likely to have finished high school—and were less 
likely to have been held back, need remedial help or to 
have been arrested. The estimated return on investment 
was $7 for every dollar invested.1

•	 Investing	in	early	childhood	education	to	increase	high	
school graduation rates would boost California’s economy. 
For example, a 5% increase in male high school graduation 
rates is estimated to save $753 million in annual incarcer-
ation costs and crime-related expenditures.2	If 	that	same	
5% not only graduated but went to college, their average 
earnings would accrue an additional $352 million.2	If 	
just one year’s dropouts could be converted to graduates, 
California would accrue an additional $40 billion over the 
lifetime of  each graduating class.3

www.heckmanequation.org
 1National	Institute	for	Early	Childhood	Education	Research
 2http://www.all4ed.org/files/archive/publications/SavingFutures.pdf
 3http://www.all4ed.org/files/archive/publications/HighCost.pdf



The Heckman Equation

Make greater investments in young children  
to see greater returns in education, health and  
productivity.
Keep these principles in mind to make efficient and  
effective public investments that reduce deficits and 
strengthen the economy:

Investing in early childhood education is a cost 
effective strategy—even during a budget crisis. 
Deficit reduction will only come from wiser investment  
of  public and private dollars. Data show that one of  the 
most effective strategies for economic growth is investing  
in the developmental growth of  at-risk young children.  
Short-term costs are more than offset by the immediate  
and long-term benefits through reduction in the need  
for special education and remediation, better health  
outcomes, reduced need for social services, lower  
criminal justice costs and increased self-sufficiency  
and productivity among families.

Prioritize investment in quality early childhood 
education for at-risk children.
All families are under increasing strain; disadvantaged 
families are strained to the limit. They have fewer resources 
to invest in effective early development. Without resources 
such as “parent-coaching” and early childhood education 
programs, many at-risk children miss the developmental 
growth that is the foundation for success. They will suffer 
for the rest of  their lives—and all of  us will pay the price in 
higher social costs and declining economic fortunes.

Develop cognitive AND character skills early.  
Invest in the “whole child.”
Effective early childhood education packages cognitive  
skills with character skills such as attentiveness, impulse 
control, persistence and teamwork. Together, cognition  
and character drive education, career and life success— 
with character development often being the most  
important factor.

Provide developmental resources to children  
AND their families. 
Direct investment in the child’s early development is 
complemented by investment in parents and in family 
environments. Quality early childhood education from  
birth to age 5, coupled with parent-coaching, such as  
home visitation programs for parents and teen mothers,  
has proven to be effective and warrant more investment.

Invest, develop and sustain to produce gain. 
Invest	in	developmental	resources	for	at-risk	children.	
Develop their cognitive and character skills from birth  
to age 5, when it matters most. Sustain gains in early 
development with effective education through to adulthood. 
Gain more capable, productive and valuable citizens who  
pay dividends to California for generations to come.
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The Heckman Equation
How you can be a part  
of the equation for American 
success.

Develop cognitive skills, social skills and physical well-being in 
children early — from birth to age five when it matters most.

Sustain early development with effective education  
through to adulthood.

Gain a more capable, productive and valuable workforce 
that pays dividends to America for generations to come.

Invest   
+ Develop
+ Sustain  

= Gain

Act on the Heckman Equation  
as you design and implement policy 
for economic recovery: 

Accept that there is a range of skills that must be 
fostered in individuals in order for them to be productive 
members of the workforce and society.

Understand that knowledge, social skills  
and health acquired very early in life will lead  
to greater success later in life.

Realize that families play a vital role in helping 
children acquire critical skills at an early age. 
Not all families have equal resources, but every family 
should have equal access to the resources their children 
need for successful early development. Providing equal 
access to early child development opportunities is one 
way government can help parents be better parents.

Demand that support for children spans all 
agencies. Government needs to integrate policies, 
break down barriers across agencies and support 
programs that show measurable results in improving the 
odds for economic and social success.  

Lead the change. America doesn’t have to “reinvent 
the wheel” when it comes to effective early childhood 
development. Professor Heckman’s analysis of economic 
return is based on two long-running pilot programs in the 
United States, Perry Preschool and Abecedarian. Similar 
programs, such as Early Head Start and Educare, 
demonstrate many of the principles Professor Heckman 
has identified as necessary for an effective investment in 
early childhood education for disadvantaged children.

Early childhood education is an efficient and effective 
investment for economic and workforce development. 
The earlier the investment, the greater the return on 
investment.
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