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ABSTRACT 

 
This paper analyses the risks and opportunities for small island 
development states to invest in higher education. The paper counts 

public and private returns in higher education in the case of 
Curacao and elaborates on  the balance between state investments 
in public higher education and bank investment in student loans in 
a small island economy.  
 
General Terms: Returns on Investment, Education, Governance, 
Small Island Development  

 

Keywords: Higher education, returns on higher education 
investments, brain drain, small island state. 

 

1. INTRODUCTION 

Higher Education, once only for the elite, became a right for many. 
OECD statistics show the increasing enrollment rates for 18 years 
up in higher education worldwide (www.oecd.org/topic). Scholars 
show that such a development is rewarded with public as well as 
private economic returns. Interesting are the even more social 

returns (healthier people, lesser conflicts and a better functioning 
governance and democracy).  Higher education is a rather 
expensive service of governments to the people; therefore 
governments struggle with the question: Does it counts to invest in 
higher education on as small island as Curacao? What are the risks 
and opportunities? What are de private and public returns on 
investment? What is the best balance in higher education between 
public and private financial investment?  For a small island state 
extra risks and opportunities could play an important role in 

choices to be made. Risk factors could be: substantial brain drain 
on the island before or after higher education, sufficient  qualified 
teachers, enough international qualified programs, affordable 
programs in a the small scale society. This paper will focus on the 
level of private and public returns as a dependent variable of 4 
years more higher education for students on the small island state 
Curacao. The paper will also elaborate on public investment in 
higher education in the context of the risks and opportunities of 

substantial brain drains. For the statistics we analyzed CBS 
Curacao data on demographics, education, student loans and tax 
revenues. Information about the brain drain came from CBS 
demographics, Student Loans Administration and literature search. 
Main results on Curacao data show clearly economic returns on 
higher education investments during life time and for governments 

From a small island development perspective, risks of brain drain 
happens to be a complex picture of quality offered on the island, 
status of studying abroad, to be independent, going international 
and expected higher returns on investment. Opportunities are to be 
found in offering higher education also for lower social 
economical strata on the island  and in the educational magnet 
function of Curacao in the region.  

 

2. TRENDS IN RETURNS ON HIGHER 

EDUCATION IN SMALL OPEN 

ECONOMIES 

Global trends towards a knowledge economy and “creative 
societies” show the importance of more and higher qualified 
education. De economic interest for the higher educated is proven 
for a long time by scholars like Howard Bowen (1977) and many 
others, by Center for Higher Eduction and Policy Studies  
(utwente.nl/cheps/publications) and OECD (www.oecd.org/topic). 
Scholars show impressing economic returns, private as well as 
public. Therefore higher education is in many countries a subject 

high on the political agenda. Scholars show how in the end tertiary 
education is not a financial burden but on the contrary a profitable 
investment and a flywheel for society. Knowledge is the engine of 
the economy, as the title of a TNO report summarizes (TNO, 2010, 
www.tno.nl). 
 
In the neoclassical economic theory respectively land, labor and 
capital were the major factors for economic growth and greater 
prosperity. (McKinnon, 1973)  In a knowledge society, it is higher 

education and research that becomes crucial for innovation, growth 
and prosperity of a community. Adequate provision of higher 
education is even a prerequisite for a successful transition to a 
knowledge society. (ref) Rise in the average duration of years of 
education leads to greater labor productivity and innovative 
capacity and to more personal return, receiving higher incomes. 
These personal returns vary between countries. For every year of 
extra higher education, the OECD shows variations per country 

from 5 to 15 percent more income on life time basis, (OECD 
2009). Data on Curaçao will be present below.   
  

3. PUBLIC RETURNS ON INVESTMENT 

IN HIGHER EDUCATION  
Not only personal returns could be counted, also societal returns. 
Every year of extra education brings a higher Gross National 
Product and a higher quality of society.  According to economic 
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scholars are the societal returns even higher than the personal 
returns (Grossman, 2006).  Higher education means less spending 
on health care because people healthier (Groot, Wim & Henriette 
Maassen van den Brink ), less spendings on crime and security, 
less poverty and welfare programs etcetera (Belfield 2007 ),  more 

sustainability and more cultural participation. Scholars showed as 
well a clear relationship between higher education and democracy, 
the higher educated the people are, the more democratic is the 
country (Glaeser, Ponzetto&Shleifer, 2007).  
This is one of the reasons for nation states to invest in free primary 
and secondary education and pay part of the tertiary/higher 
education. Good K 1-12 education is the basic for higher 
education, but it works the other way around as well. The magnet 

forces of tertiary education wil stimulate the improvement of the 
K1-12 education. Institutes for higher education like universities 
play a crucial role. They bring brain power together and organize 
collective brainpower in the society. They are the educators and 
role models for the new generation to teach students and offer 
them space to develop new ideas and to apply these in research. 
Institutes for higher education could be the breeding ground for 
societal dynamics, for a creative society and innovative economy.  

The incandescent lamps are a good metaphor for the brains; the 
more of them and the closer they are, the more light the give. It 
symbolizes the added value of local concentration of institutes for 
higher education. The TNO report Knowledge as the economic 
engine focuses on this aspect of geographical concentration of 
institutes for higher education and research center. The University 
of Curacao is developing in that direction as well by promoting a 
K-zone (knowledge zone) (Goede, 2010)  

4. THE SITE  

The country Curaçao is a small island state in the Caribbean, 
located 70 miles North of Venezuela and between two other small 
islands Aruba and Bonaire.  Today Curaçao is like Aruba an 
autonomous country in the Kingdom of the Netherlands. Bonaire 
recently (10-10-10) became part of the Netherlands. Curacao is 
partly urban, partly rural and is relatively developed. The average 
annual income is about $16.000.  25% of the households live 
below the poverty level of $ 14.000 annual per year.  The Curacao 
population (approximately 140,000) is of mixed African, European 

and Caribbean descent, with today 160 nationalities. Most 
inhabitants speak 4 languages: Papiamento, Dutch, English and 
Spanish. There are about 60,000 households, living in a enormous 
variety of housing from very luxurious to slums sides.  The main 
economic activities are tourism, international financial services and 
international harbor trade. In the past a Shell oil plant brought 
immense prosperity on the island and a population growth from 
20,000 in 1920 to 150.000 in the forties and fifties. Agriculture is 

almost absent.  The population is relatively healthy. Children‟s 
mean height and weight for age are near 50th percentile of US 
growth standards (Flinn et al. 1999, Boersma 2011 forthcoming).  
Important health and social problems on Curacao are obesities, 
domestic violence, alcohol and drugs abuse and dependence. 
Prevalence‟s of alcohol and drugs dependence for men are much 
higher than for women.  
Opportunities for education are rather broad on the island. Primary 

school attendance is about100%, secondary school attendance is 
relatively good, tertiary school attendance is relatively poor 
compared to countries with a same income level (Unesco ref). The 
brain drain to the Netherlands is 25 to 30 percent of each cohort of 
18 years old, predominantly the highest level of high school 

students. There are seven institutes on the island that called 
themselves universities. There is one public university, the 
University of Curacao (UoC), former called University of the 
Netherlands Antilles (UNA).  

5. ROOTS OF HIGHER EDUCATION IN 

THE CARIBBEAN AND ON CURAÇAO 

Small island economies in the Caribbean have longtime used 
higher education in the metropoles of the former colonializor. Until 
1945, the youth from the upper classes studied abroad. In the 
sixties larger groups of young people from the island, also from 
lower SES, could afford to study abroad. It was and is promoted 

and financed by local governments, also on Curaçao. As a 
consequence the investment in own local higher eduation started 
late (Miller 2007).  Unlike North America and the Spanish 
Caribbean, were the other parts of the Caribbean no settlements 
states. The Spanish Caribbean did invest early in higher education; 
Santo Domingo has the oldest university in the Caribbean.  Other 
colonial powers in the Caribbean had not much interest in 
investment in tertiary education; they recruited professionals and 

administrators from the motherland. Outside the Spanish-speaking 
part the Caribbean, gradually after WW II, more and more local 
institutes for teachers, nurses, technicians and local universities 
emerged (UWI 1948) in the Caribbean.  On Curaçao, the UNA 
started in 1979, as successor to the Law School that started in 
1970. Although the UNA made a remarkable growth in the last 
decade from 600 to 2200 students, the practice of studying abroad, 
mostly in the Netherlands, remains unchanged. What has changed 

is that these students return less and less, among other due to study 
loans and higher salaries in the Netherlands.  

6. PRIVATE RETURNS ON INVESTMENT 

IN HIGHER EDUCATION ON CURA-

CAO 

In September 2007 the Governor General of Curacao mentioned in 
his inaugural address to the Parliament the intention to realize “a 
student/college kid” in every household”. In 2010 the Minister of 
Education proposed a target for the local University of Curacao to 
increase by 50% to 3000 students in the next 5 years. The actual 
president of the University of Curacao recently (2011) mentioned a 
growth to 5000 students in 2020, also by attracting regional and 

online students. 
Globally the investment in higher education has been tremendous 
in the last decades.  More youngsters at age 18 choose for higher 
education. The European Union strives for 50% to higher 
education of every cohorts of aged 18th  for 2015 (Lisbon norms).  
Asia and other continents even grow faster in numbers of higher 
educated. This raises the question: What is in for small island 
development states in this global competition?  

 
According to the CBS income statistics of Curacao (CBS census 
2001) is the gross annual income over lifetime for someone with a 
high school starting level (HAVO/VWO/SBO-4)  $20,140 (Naf 
35.848). Someone with 4 years higher education as a starting level 

on the labour market (hbo/wo) has a gross annual income over 
lifetime of $ 33,032 (Naf 58.796).  On average this is 60% more 
for 4 years extra education above sbo4/havo/vwo level, on life time 
basis. This is a return of 15 percent per year of education and is 
similar with the highest educational return countries of the OECD. 



International compared the small island state of Curaçao is on the 
upward levels of personal income returns for every year more 
higher education. Therefore following higher education is 
profitable on Curacao, based on country income statistics of a 
decade ago. The new census of this year 2011 will show if this is 

still the case. 

7. PUBLIC RETURN OF HIGHER 

EDUCATION; CASE OF CURACAO  

The public return is among others in taxes, the taxes on the 
difference between a high school income and a higher education 
income. Someone with a high school level (MBO, HAVO or VWO 

education) has an annual income of $20,140 (Naf 35.848) (CBS 
Census 2001). Someone with 4 years higher education as a starting 
level on the labour market (hbo/wo) has a gross annual income 
over lifetime of $ 33,032 (naf 58,796 per year). Both have average 
annual incomes over a career of 35 years. The government receives 
extra taxes on the average difference of annual $ 3825 (naf 6,807 
)(CuracaoTax Tables 2008). After 8 years, the government has her 
investment of $ 30000 (naf 50000) in the training of a student back  

in tax returns. Over 35 years (working career), the extra tax returns 
accumulate to $105755 above the public investment (naf 188 245 = 
35x 6807 = 238245-50000). Each cohort of 4000 students would 
be approximately $420 million (750 million guilders) on life-time 
basis. Even if one third of the students does not graduate, the extra 
tax revenue for the state are still $280 million (naf 500 million). 
Such long term public investment has high interest rate. The banks 
maybe ask for a government guarantee for their investments in the 

student loans. If banks do an equally large investment in student‟s 
loans as the state investment in public funding ($30,000 for 5 years 
student loans) how big will be the financial risk for banks? Usually 
1 in 3 students drop out of their studies or are not capable to repay 
their student loans. Assuming a third does not repay their loans of 
$ 30,000 banks risk in a cohort of 4000 students up to $37 million.  
If the state wants to guarantee the banks on 4 percent interest rate 
(Aqualectra standard) it would be about four and a half million per 
year for each cohort of 4000 students. If the government takes all 

the risk it would be between $56 and $90 million over 20 years (15 
years + 5 years study, student loan repay by the graduate). If the 
state shares the risk with the banks it means $28 to $45 million 
interest. If the bank ask a 2 to 4% student interest rate there is no or 
few risk for the state. The only bank so far offering student loans is 
Giro bank at a 7% rate. The state has then sufficient financial space 
to upscale the local university, student housing and the knowledge 
zone.  

Societal returns counted here are the tax revenues for the state. As 
scholars in research have shown there are other societal/ state 
revenues as well. If a population is relatively higher educated 
people live healthier and make less use of health and other public 
facilities. It would reduce government spending on health, safety, 
poverty, etc. The OECD estimates that revenues on average are 5 
to 8% of GNP per year in OECD countries. It would be interesting 
to examine these for Curacao as well. 

8. POLICIES 

They look signals a new direction. This series intended to start a 
discussion on robust extra investment in local higher education.  
Small island state Curacao is working on a higher education 
policy. There are several dilemmas to overcome. The first will be 
the distribution of resources between primary, secondary and 

higher education. In recent years the Delta plan was launched,  
compulsory education till the age of 24, new laws on primary and 
secundairy education were launched  and a huge investment ($110 
million) was made to improve  basic education and vocational 
education (VSBO and SBO).  This creates a basis for a student 

stream form secondary vocational level to post-secondary training 
level (HBO-level). In the business community there is a desire for 
two-year tracks of post-secondary training It is a niche in the 
higher education field in Curacao. So far much smaller extra 
investment were made in high school education (havo/vwo)  ($1.15 
million) and in the national University of Curacao ($1 million) for 
the international accreditation of all the university programs. 
Keeping up with the huge growth of higher education worldwide 

Curacao has to find magnet points to attract good teachers and 
good researcher. And they will attract good students from the 
region as well. For small island economies is training of enough 
qualified teachers always a weak, complicated but crucial issue. 
According to UNESCO this is a problem of all developing 
countries and including Curacao (Global Trends in Higher 
Education 2009): low salaries, too much use of part-time teachers 
in higher education and use of 'moon-lighting‟ teachers who have 

their main efforts somewhere else. The preservation of higher 
education is as a public choice. If the quality level of public higher 
education drops too much, private, commercial institutions for 
higher education will jump in immediately.  It is very profitable. A 
little competition will certainly not hurt, but it a countries choice 
where to draw the line between public and private education.  
Worldwide, the private higher education sector is growing very 
fast. Countries like Japan, Indonesia and Korea have 70% private 

higher education, in Mexico, Brazil and Chile it is already around 
50%.  Also in the former communist states in Eastern Europe 
private higher education is the fasted growing. Western Europe has 
traditionally predominantly public higher education, but even there 
the private higher education sector gains more and more ground. 
National governments still remain the prime actors regarding 
higher education. Nevertheless exercising their power over higher 
education has become more complex and national governments 
must take more consequences of their internal policy choices into 

account, which may be difficult to predict.  Pais Korsou has to deal 
with this dilemma as well. How much public higher education, for 
30%, 40% or 50% of each cohort of 18 years old?  How attractable 
can Curacao al become with a University Knowledge center for 
regional students?   What are the alternatives in cost-sharing of 
higher education between private and public funding, between the 
state agenda and the banks and industry of Curacao?   More locally 
higher educated young professionals, teachers and technicians will 

not only means innovative economic contributions, but also more 
input in the cultural and political debate at the Curacao, which is 
vital to the future of the country. Of course, today‟s students are 
increasingly mobile; they don‟t study on one place anymore. They 
do majors here, minors and masters there, in another country, or 
the other way around.  The difference between “have been abroad” 
and „local educated‟, will diminish.   
 

 



 

 

REFERENCES 

[1] Behrman, J. and N. Stacey (eds.) (1997), The Social Benefits 
of Education, University of Michigan Press, 

[2] Bruijn, J.G.M. de,  2010 Hoger Onderwijs, de sleutel tot een 

krachtig Pais Korsou, Series  in Amigoe,  Dutch Antillies 

newspaper.. 

[3] Boersma, A.A., 2011 Reproductive health care for women in 
Curaçao. Induced abortion and contraception (phd-
dissertation) Groningen, 2011 

[4] Belfield, C.R. (2007) The Cost of Inadequate Education for 
New York State. Nylarnet policy paper, March 2007 

[5] Glaeser, E. & Giacomo Ponzetto & Andrei Shleifer, 2007. 
"Why does democracy need education?," Journal of 
Economic Growth, Springer, vol. 12(2), pages 77-99, June. 

[6] Groot, Wim & Henriette Maassen van den Brink, “The Health 
Effects of Education.Economics of Education Review, 
Volume 26, Issue 2, April 2007, Pages 186-200 

[7] Grossman, Michael, 2006. "Education and Nonmarket 

Outcomes," Handbook of the Economics of Education, 

Elsevier. 
[8] Grossman, M. and R. Kaestner (1997), “Effects of Education 

on Health”, in: J. Behrman & N. Stacey (eds.), The Social 
Benefits of Education, Ann Arbor, University of Michigan 

Press. pp. 69-123 

[9] Mckinnon, R. I. (1973). Money and Capital in Economic 
Development, by Ronald I. Mckinnon. Washington: Brookings 
Institution. 

 
 
 
 

http://ideas.repec.org/a/kap/jecgro/v12y2007i2p77-99.html
http://ideas.repec.org/s/kap/jecgro.html
http://ideas.repec.org/s/kap/jecgro.html
http://www.sciencedirect.com/science/journal/02727757
http://www.sciencedirect.com/science?_ob=PublicationURL&_tockey=%23TOC%235921%232007%23999739997%23646686%23FLA%23&_cdi=5921&_pubType=J&view=c&_auth=y&_acct=C000024498&_version=1&_urlVersion=0&_userid=499882&md5=bfc9ba10d0627472d948c31b831e4d09
http://ideas.repec.org/h/eee/educhp/1-10.html
http://ideas.repec.org/h/eee/educhp/1-10.html
http://ideas.repec.org/s/eee/educhp.html

