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ABSTRACT

The importance of skills development for national economic growth has been increasingly
emphasized. Skills development system and strategy are critical in enhancing individual
worker’s productivity, national competitiveness and consequently people’s economic well-
being. Vocational education and training systems in many developing countries, however, are
not properly responding to labor market skill demand. The budget for the skills development,
which mainly relies on the government, is not secured and appropriately managed either. This
study attempts to provide valuable guidance to designing and implementing effective skills
development and its finance system of developing countries based on the Korea’s experience.
It points out that when designing the skills development finance system the government
needs to take into account critical factors such as close linkage with private sector, utilization
of training fund borne by private firms, incentives to induce employer’s, employee’s and
unemployed’s active participation in training, government’s fair and transparent management
including monitoring and evaluation, constant adaptation of national skills development
system and finance scheme according to national economic development(changes in skill
demands), application of the ‘choice and competition’ principle, special support to the SMEs,
priority industry sectors and the disadvantaged, and the participation of employers and
employees in skills development policy making and implementation.

Key Words: Skills Development, Vocational Education, Vocational Training, Employment
Insurance Fund, Skills Development Finance
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1. Introduction

The importance of skills development for national economic growth has been increasingly
emphasized. Skills development system and strategy are critical in enhancing individual
worker’s productivity, national competitiveness and consequently people’s economic well-
being. Thus the government tries to equip people with a right set of skills and knowledge
demanded from the economy through education and training.

In many developing countries, the lack of skilled workers is one of the major obstacles
towards sustainable economic growth. To achieve socio-economic transformation into a
middle and high income country, they should overcome the current low skills equilibrium
trap by significantly investing in human resource development. Vocational education and
training systems in many developing countries, however, are fragmented and not properly
responding to labor market skill demand. The budget for the skills development, which
mainly relies on the government, is not secured and managed appropriately either.

This study attempts to provide valuable guidance to designing and implementing effective
skills development and its finance system of developing countries based on the Korea’s
experience. Korea has constantly changed its skills development system and finance
mechanism according to the changes in skill demand throughout national economic
development process. As the Korean economy developed to more advanced level, Korea
changed skills development policy focus from high school to junior college and university
level and from TVET provider-based and supply-oriented to workplace-based and demand-
oriented system.

Section 2 analyzes how Korea’s skills development system and its financing strategy have
changed according to national economic development stages. Based on the discussion in the
section 2, following section reviews the structure and major policies of vocational education
and training finance and assesses the performance of Korea’s skills development finance.
Last section draws meaningful policy implications for designing and implementing skills
development finance system of developing countries.



2. Korea’s Skills Development System
2.1. Evolvement of Korea’s Skills Development System
2.1.1. Vocational Education System

The main structure of the Korea’s skills development system was formed in the 1960s when
Korea launched the first 5-year economic development plan. The government realized that
Korea needed to supply large number of skilled workers to implement a series of the 5-year
economic development plans. In 1963, the Ministry of Education(hereafter MoE) introduced
national vocational education curriculum to high school. MoE also established 9 non-
university vocational education institutes, which provided 3-year of vocational high school
and 2-year of vocational junior college courses, to supply technicians to agriculture, fishery,
forestry and engineering. In the first part of the 1970s, MoE restructured these institutes into
2-year technical colleges and merged them and other 2-year junior colleges' to junior
colleges.” In 1982 MoE introduced industrial university to provide higher education
opportunities to workers with high school and junior college education.

As of 2015, 538 vocational high schools, 138 junior colleges and 2 industrial universities
provide skills development programs under the administrative guidance of the Ministry of
Education and 17 local offices of education. Figure 2-1 depicts the current school system
covering vocational education institutes.

<Figure 2-1> School System in Korea
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1 2-year higher education institute like a miniature of 4-year university that did not provide
vocational education programs.

2 As a short-term higher education institution, junior colleges in Korea perform three main
functions of providing (i) TVET programs, (ii) higher education opportunities to high school
graduates with disadvantages, and (iii) lifelong learning opportunities to adults.
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2.1.2. Vocational Training System

In the early 1960s, the government recognized the urgent necessity of increasing the supply
of skilled workers and technicians to successfully implement a series of 5-year economic
development plans. During the period of the 1% 5-year economic development plan, Korea
suffered from severe labor shortage problem. Since the formal education system alone could
not solve the problem of labor shortage, the government introduced the vocational training
system with the Vocational Training Act in 1967. Compared to the regular school system, the
vocational training system was flexible in making training programs, hiring trainers and
selecting trainees which could contribute to effectively training and supplying technical
manpower. With the financial and technical supports from international donors (e.g. IBRD,
ADB) and advanced countries like Germany and U.S., the government established public
vocational training institutes that made a significant contribution to supplying technical labor
to strategic industries such as steel manufacturing, machinery and ship building.

Despite the government’s effort to supply technical manpower through the vocational training
system, Korea still experienced labor shortage due to the high performance of the Korean
economy and construction boom in both domestic and foreign market. In addition, employers
were reluctant to train their new employees. They preferred to scout experienced workers
from other companies. Thus the government mandated private companies with 300
employees or more to provide in-plant training to their employees with the enactment of the
Basic Act of Vocational Training in 1976. The government expanded firms eligible to firms
with 200 employees or more in 1989 and ones with 150 employees or more in 1992. The
compulsory training system that focused on initial training played a crucial role in supplying
skilled labor. *

The government introduced the levy system along with the vocational training system. An
employer could provide training to employees or pay levy. The government collected levy to
form the Vocational Training Promotion Fund® that was used to provide public vocational
training. Although more than 70% of firms provided training in the late 1970s, the proportion
kept decreasing since 1979 as shown in figure 2-2. Because the amount of levy that a firm
had to pay was smaller than actual cost of in-plant training and the government regulation

3 Lee, Young Hyun, Workforce Development in the Republic of Korea. ADBI. 2007. p.p.55-56.

4 The government enacted the 'Vocational Training Promotion Fund Act’ in 1976, to provide
budget for (i) training of workers and trainees, (ii) curriculum development, instructor training, and
research, (iii) the operation of the Korea Manpower Agency (i.e. present HRDKorea — conducting
research on vocational training, developing vocational standards and qualification standards, and
providing training), and (iv) loans for equipment and facilities to firms.
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[Figure 2-2] Changes of Firms affected by the Compulsory Training and Levy System
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Source: Sung Joon Paik, HRD in Korea. ppt file. 2014.

In the early 1990s as the so-called knowledge-based economy progressed and the level of
skills demanded rose, Korea needed a lifelong learning system to upgrade workers’ skill as
well as a new comprehensive and active labor market policy that covers not only
unemployment benefits but also promotion of job security and vocational training. In this
policy context, the government introduced the Employment Insurance System(hereafter EIS)
in 1995. In the EIS, employers are required to pay insurance fee to the Employment
Insurance Fund that is used to provide the unemployment benefits, employment security
program and vocational competence development program. Unlikely to the compulsory
training system that focused on initial training in manufacturing sector, the vocational
competence development program’® of the EIS emphasized the retraining of workers in all
industry sectors.

2.2. Current SKkills Development System in Korea

In Korea 2 ministries, the Ministry of Education and the Ministry of Employment and
Labor(hereafter MoEL), are responsible for managing the skills development system. MoE
governs policies and administration of vocational education provided by vocational high
schools, junior colleges, and industrial universities. MoEL manages the vocational training
system that provides (i) pre-employment training programs to school drop-outs and school
graduates, (i1) continuing training for workers, (iii) training for the unemployed, and (iv)
training for disadvantaged groups like defectors from North Korea and multi-cultural families.
Vocational training programs are provided by polytechnic colleges, Korea University of

> For detailed explanation on the Vocational Competency Development Program (VCDP), refer to
section 2.3.2.



Technology and Education (KoreaTech), HRD institutes of Korea Chamber of Commerce and
Industry (KCCI), and private vocational training institutes.

<Table 2-1> Vocational Education and Training System in Korea (2016)

Vocational Education Vocational Training
Central Gov’t Ministry of Education Ministry of Employment and Labor
Local Gov’ts Offices of Education Offices of Labor
Institutes Vocational High Schools Polytechnic Colleges®

Junior Colleges HRD Institutes(KCCI)

Industrial Universities In-plant Vocational Training Institutes

Vocational Training Inst. of Local Gov’t
Private Vocational Training Institutes

Finance About 60% of budget from private | Budget mainly from Private Source —
sources’ Employment Insurance Fund

Period of VET 2 to 4 years (vocational H.S.: 3 years, | 6 months to 4 years
junior col: 2-3 years, university: 4
years)

Source: Paik, Sung Joon. Pre-employment VET Investment Strategy in Developing Countries-Based on the
Experiences of Korea. KDI School Working Paper. 2014. p.7.

<Table 2-2> Types of TVET institutes in Korea (2016)

Public Private
A. Vocational Education
Schools
1. Secondary School
1.1. Lower Secondary n/a n/a
1.2. Upper Secondary Vocational High Schools (277) Vocational High Schools (221)
(539) Meister High School(36) Meister High School(5)
2. Post-Secondary School
2.1. Junior College (138) 2-3 year Junior Colleges (9) 2-3 year Junior Colleges (129)
2.2. University (2) n/a Industrial Universities (2)
B. Vocational Training
Institutes
1. Secondary Level n/a Vocational Training Institutes
2. Post-Secondary Level Polytechnic Colleges(11) HRD Institutes(8) under Korea
Korea Univ. of Tech. & Educ.(1) | Chamber of Commerce &
Industry(KCCI),
Vocational Training Institutes

Source: http://kess.kedi.re.kr/index Sept. 17, 2016.

® The Origins of polytechnic colleges were public training institutes that provided high-school
level vocational training and were managed by the Korea Manpower Agency (now HRDKorea)
under the Ministry of Labor. As demand for workers with high-school level skills decreased due to
the progress towards the knowledge-economy, the Ministry of Labor transformed public
vocational training institutes into polytechnic colleges.

" Vocational high schools, whether public or private, are publicly funded. However, main revenue
source of private junior colleges (129 in 138 junior college) is student tuition and fees.
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2.3. Key Skills Development Strategies

In the past when Korea was in the early stage of economic development and skills demanded
did not change much, vocational education and training was supply-oriented. As the type and
level of skills demanded became diverse and sophisticated, however, Korea needed to adopt
demand-oriented and market-driven approach because it was difficult to catch up with the
speed of skill change without inputs from private sector.

2.3.1. Strengthening School-Industry Linkage

In the 2000s Korea was confronted with the problems of the shortage of quality skilled
workers with high school qualification, skill mismatch between vocational high school
curriculum and skill demands from new industries like internet and e-business, and high
youth unemployment due to excessive demand for higher education. The government also
needed to prepare for sharp decrease in age cohort of high school expected for the next 20
years.

Along with the policy of restructuring (into 2 categories of specialized and meister® high
school as described in figure 2-4) and downsizing vocational high school system (from 692 to
400 schools by 2015), MoE emphasized the school-industry relationship in designing and
implementing vocational education programs. For example, the curriculum of vocational high
schools is developed based on the National Competency Standards(NCS). In addition, MoE
emphasizes employment-focused education by the provision of tailor-made curriculum,
internship programs and career guide and job search services, and tax incentives to
companies.

[Figure 2-3] Vocational High School System in Korea
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Source: Park, D.Y., Korean Policies on Secondary Vocational Education. BIBB BWP. 2011. p.31.

8 The government took the term of ‘Meister’ from Germany’s Meister. ‘Meister’ in the meister high
school can be referred to a candidate who wants to be a Meister.
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For higher education, the government adopted new paradigm since 2000 as described in table
2-4. The government tries to reflect the perspectives of firms and industries in university-
industry collaboration policies, focus on equipping students with practical job skills, and
change college system to promote closer college-industry linkage.

<Table 2-3> Paradigm shift in School-Industry Cooperation

Old Ways New Ways
Approach Supply-based (from the perspectives of | Demand-oriented (from the perspectives of
junior colleges & wuniversities and the | firms, SMEs, Industries)
government)
Support Strategy | Project-based / Department-based Partial | College-based = Comprehensive  Support
Support (college system change)
Scope Partial Participation(project, professors) Comprehensive (students, professors, and
firm’s workers)
Focus R&D focused Commercialization-focused / Start-up
Education Theory / Research-based Practical Job Skills Training

With this new paradigm, MoE encouraged colleges and universities to establish new office
called the ‘Industry-College Cooperation Corporation.” Main objective of this office is to
provide technical and administrative support for the promotion of virtuous cycle of R&D to
start-up, commercialization, and HRD to employment.” Main functions of the Corporation
includes the contract of the industry-college project, acquisition and management of
intellectual property right, financial account management, facilities and equipment
management, technology transfer and commercialization, and rewards to technology
providers and researchers. In addition MoE has implemented policies like the Project for
Developing Industry-College Cooperation-centered Junior Colleges (2005-2012) and the
Leaders in Industry-College Cooperation (2012-2016).

2.3.2. Applying Market Mechanism to Vocational Competency Development
Program in EIS

In 1995, MoEL introduced a new vocational training system called the Vocational
Competency Development Program (hereafter VCDP) as a part of the EIS, as explained
earlier. The target group of VCDP includes employers, employees and the unemployed.
VCDP provides financial assistance to these groups’ vocational training.

What is particular in the VCDP compared to the old system is the application of the market
mechanism, specifically choice and competition principle to the training market. In the new
system, employers, employees and the unemployed can make choices of training institute and
program according to their training needs. Once they received a training program at an

° For example, the College-Industry Cooperation Corporation supports to launch start-ups by
utilizing new technology developed by junior colleges and to re-invest profit in R&D and
education.




institute they want, they can request the reimbursement of training cost to HRDKorea.

HRDKorea pays back the training cost from the EIF after reviewing the validity of their
10

request.

Since employers, employees and the unemployed make decisions on training program and
institute, TVET providers should compete with each other to attract trainees. This requires
TVET providers to provide vocational training programs with higher quality and eventually
leads to higher productivity of the vocational training system. To promote competition among
TVET providers, MoEL invited all types of TVET providers — public, private, schools and
institutes — to the training market. What MoEL does is to evaluate each TVET provider’s and
its program’s performance and make public the results.'' With the evaluation results, clients
can make informed decisions. Difference between old and new vocational training system is
summarized in table 2-4.

<Table 2-4> Reform of Vocational Training System — Paradigm Shift

Before 1995 — Compulsory Training
System (1977-1998)

Now(1995-present) — Vocational Competency
Development Program

Law

Basic Law for Vocational Training(1976)

Employment Insurance Law(1995)

Workers  Vocational Training Promotion
Act(1997) > Workers Vocational Competency
Development Act(2004)

Financial Source

Training Levy

Employment Insurance Fee

Fund used Vocational Training Promotion Fund Employment Insurance Fund

Operation Mode Government-controlled™ Demand-driven / Market-oriented / Incentive
Supply-oriented'? system

Training Market Closed Open to private training institutes

Target Industry Manufacturing Sector focused All industries and occupations

Main Training Initial Training Continuing Training

Target Groups Youth without skills Incumbent Workers / Unemployed

In 2004, MoEL enacted a new act called Workers Vocational Skills Development Act to
guarantee equitable vocational training provision to SMEs and the disadvantaged'® and
promote the labor union’s participation. The EIF supports employers, employees, and the
unemployed15 through VCDP, while the general account of the MoEL supports vocational
training for youth unemployed, self-employed, female family heads, and defectors from
North Korea.

0 For detailed explanation on the EIF, refer to section 3.2.2.

" The results of the evaluation studies on the performance of the vocational training institutes
and programs are uploaded in the government website (https://www.hrd.go.kr/).

12 |n the compulsory training system, the government decided the number of workers who would
get training by sector annually, considering demand for skilled manpower.

'3 Vocational training institutes decided training subjects and contents.

4 the aged, women, youth, the unemployed

1> Unemployed who once was employed in company that paid employment insurance fees.
9



New vocational training system played a significant role in providing training opportunities
to workers as shown in figure 2-4. Contributing factors include the budget secured by the EIF,
the expansion of training market to all private institutes, and the differential financial support
to the SMEs.'®

[Figure 2-4] Changes in Number of Trainees in VCDP
(unit: 1,000 persons)
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16 Relatively smaller insurance fee rate is applied to SMEs, while SMEs get relatively higher rate of
refund
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3. Skills Development Finance in Korea

3.1. Revenue for Skills Development
3.1.1. Vocational Education

In Korea the budget for education is appropriated by 4 funding sources: Ministry of
Education, local governments, private school foundations and parents and students. As table
3-1 indicates, as of 2015 the MoE budget amounts to 3.5% of GDP and 14.7% of national
budget. 71.7% of the MoE budget is transferred to the local offices of education as a local
education grant,'” part of which is used for vocational education at high schools'®. In
addition, the MoE provided 563.3 billion KW (about 470 million US$)'’ to vocational high
schools®® as a national subsidy to implement the MoE’s vocational education policies.

17 local offices of education(hereafter LOEs) are responsible for providing vocational
education. Total education budget of 17 LOEs consists of the MoE’s grant, transfer from the
general account of local government, and tuition. 17 LOEs allocate part of the budget for
vocational education by applying the unit cost per school, classroom and student to guarantee
the equity of finance. It is difficult to accurately estimate the total amount of the budget
expenditure used for vocational education by the MoE and 17 LOEs due to the complexity of
the budget account systems.

<Table 3-1> GDP, Government Budget and Ministry of Education Budget in Korea
(unit: billion KW, %)

GDP(A) Government MoE B/A C/A C/B

Budget(B) Budget(C)
2013 1,429,445 .4 348,988.3 53,492.3 24.4 3.7 15.3
2014 1,486,079.3 355,805.0 54,248.1 23.9 3.7 15.2
2015 1,558,591.6 375,400.0 55,132.2 24.1 3.5 14.7

Sources: (1) http://kosis.kr/ Sept. 18, 2016 and (2) Ministry of Education, Budget Plan, each year.

For vocational education of national junior colleges, MoE provides the expenses of operating
education programs in addition to the salaries of faculty and staff. For the private institutes,
MoE provides financial subsidy to implement its policies such as the Specialized Colleges of

7 There are two types of local education grant: general and special grants. MoE transfers the
general grant, the source of which are internal tax revenue and national education tax, as a block
grant to 17 local offices of education that is responsible for elementary and secondary education.
17 local offices have autonomy to use the general grant. MoE provides the special grant for
unexpected situations like national disaster.

8 Gu, Gyun Cheol. Equity, Efficiency, and Adequacy in Local Governments’' Funding for K-12
Education Finance. The Journal of Economics and Finance of Education. vol.24.no2. 2015.6. p.94.
19 As of Dec. 26, 2016, 1.00 US$=1,198.5KW.

20 Ministry of Education. 2015 Education Budget and Fund Plan. 2014. 9. p.p.18-19.
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Korea Project and the Leaders in Industry-College Cooperation and. The total amount of
junior colleges’ budget in 2015 is 5,060.9 billion KW(about 4.2 billion USS$), 99.7% of which
is for private junior colleges. For the budget of the private junior college, 58.0% comes from
tuition and fees that students pay (2,928.5 billion KW, about 2.4 billion US$) and 19.5% from
national subsidy (985.3 billion KW, about 822 million US$).?! This indicates that junior
colleges in Korea are heavily dependent on students’ tuition and fees and the government
provides relatively small financial support to junior colleges.

3.1.2. Vocational Training
3.1.2.1. General Account of the Ministry of Employment and Labor Budget

Ministry of Employment and Labor (hereafter MoEL) is responsible for providing vocational
training to employees and the unemployed. MoEL uses 2 funding sources to provide
vocational training: the general account of the MoEL budget and the Employment Insurance
Fund. The vocational training budget in 2015 was set to be 375,777 million KW (about 314
million US$) in its general account budget (1,897,785 million KW, about 1,6 billion US$).?
This MoEL budget for vocational training includes (i) vocational training of (a) the
unemployed youths not covered by the Employment Insurance System and (b) out-of-school
youths in risk, (ii) budget support to the management of (a) HRDKorea, (b) Korea
Polytechnic College, and (c) KoreaTech, and (iii) the management of national and private
qualifications.”

3.1.2.2. Employment Insurance Fund

In addition to the MoEL budget, the MoEL provides financial support to employers,
employees and the unemployed with the Employment Insurance Fund.** In 2015, the MoEL
set the EIF budget for vocational training of 1,621,675 million KW(about 1.4 billion US$).”
In 2014, the MoEL spent 1,459,653 million KW(about 1.2 billion US$).26 EIF for Vocational
Competency Development Program covers all industry sectors and occupations. It is used to
provide financial support to employers for their employees’ training, and individual
employees and the unemployed for their vocational training. Ministry of Employment and
Labor is responsible for collecting and managing EIF, the legal base of which is the National

21 http://kess kedi.re.kr/index  Oct. 1, 2016.

22 MoEL's expenditure for vocational training in general account budget (1,970,024 million KW) in
2014 was 315,507 million KW.

23 MoEL. 2015 Plan for Budget and Funds. 2014.12. p.15 and p.p.22-23.

%4 For more detailed explanation, refer to section 4.

25 MoEL. 2015 Plan for Budget and Funds. 2014.12. p.p.43-49

%6 MoEL. 2014 Plan for Budge and Funds. 2014.1. p.p.40-45.
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Finance Act.”’

For VCDP, employers are required to pay insurance fee by the insurance fee rate, pre-
determined by MoEL, as shown in table 3-2. For example, an employer of the enterprise with
1-149 employees pays the 0.25% of his/her employees’ total wage as an insurance fee to the
EIF. For VCDP & employment security, employers should pay employment insurance fees in
advance and are entitled to get refunded after providing ‘[raining.28

<Table 3-2> Employment Insurance Fee Rates

Employee Employer

Employment | Enterprises with 1-149 employees - 0.25%
Security & | Priority Support Enterprises with 150 - 0.45%
VCDP employees or more

Enterprises with employees 150-999 - 0.65%

except Priority Support Enterprises

Enterprises with 1,000 employees+ - 0.85%
Unemployment Benefit 0.65% 0.65%

EIS is applied to every workplace with 1 worker or more since October 1998. As shown in
table 3-3, the EIS covers about 1.94 million workplaces and 11.93 million workers. The EIS
plays a crucial role in promoting continuous vocational training for workers, which
characterizes the key part of the national skills development strategy.

<Table 3-3> Workplaces and Workers in the Employment Insurance System
(unit: 1,000 places, 1,000 persons)

2002 2005 2010 2011 2012 2013 2014
Workplaces 826 1,148 1,408 1,508 1,611 1,748 1,935
Workers 7,171 7,966 10,131 10,675 11,152 11,571 11,931
Insured

Source: Ministry of Employment and Labor. The Employment Insurance White Paper. 2015.12. p.61.

As the numbers of workplaces and workers insured steadily increased, the amount of the EI
fee collected also gradually increased as shown in table 3-4. As of 2014, 8,039.7 billion KW
(about 6.7 billion US$) was collected in total. 2.281.1 billion KW (about 1.9 billion USS$,
28.4% of the total amount collected) was collected for the Employment Security Program and
the Vocational Competency Development Program, while 5,758.6 billion KW (about 4.8
billion US$) for the Unemployment Benefit Program(71.6%). The proportion of the fund for
the unemployment benefit kept increasing between 2010 and 2014, compared to the fund for
the employment security and VCDP, because for the unemployment benefit employees also
pay insurance fees. MoEL manages the unemployment benefit and VCDP by using the same

27 Ministry of Employment and Labor. Employment Insurance White Paper. 2015. p.p.324-326.

28 Korea Workers' Compensation & Welfare Service assesses El fees for employers and employees
and National Health Insurance Service collects El fees according to the Employment Insurance &
Industry Calamity Insurance Fee Collection Law (article 16-2).
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pot of the fund since 2006.

<Table 3-4> Amount of Insurance Fees Collected by Program
(unit: billion KW, %)

2010 2011 2012 2013 2014

Fees A Fees A Fees A Fees A Fees A
Total 42478 0.7 | 5,071.7 194 | 6,328.1 24.8 | 6,989.4 10.5 | 8,039.7 15.0

(100.0) (100.0) (100.) (100.0) (100.0)
Unemployment | 2,736.2 0.8 | 3,416.3 249 | 42984 258 | 4,864.1 132 | 5,758.6 184
Benefit (64.4) (67.4) (67.9) (69.6) (71.6)
Employment
Security 1,511.6 0.6 | 1,655.5 9.5 | 2,029.6 22.6 | 2,125.3 4.7 | 2,281.1 7.3
VCDP (35.6) (32.6) (32.1) (30.4) (28.4)
Collection 94.0 94.8 94.8 94.0 93.8
Rate

Source: MoEL. The Employment Insurance White Paper. 2015.12. p.112 and p.114.
Note: collection rate is the ratio of fund collected to the amount of fund expected to be collected.

3.2. Expenditure for Skills Development
3.2.1. Vocational Education
3.2.1.1. Vocational High School

For vocational high school education, superintendents (head of the local office of education)
allocate budget to schools on the basis of unit cost per school, class and student by level and
type of school. In other words, 17 LOEs use input-based allocation method. In addition to
local education grant, MoE also uses financial subsidy to promote its vocational education
strategy. For this, the Ministry of Education reviews project proposals submitted by local
offices of education, selects projects based on score and provides subsidy.

3.2.1.2. Junior College — the Specialized Colleges of Korea Project(SCK project)

As explained in section 2.2, 129 out of 138 junior colleges in Korea are private. Since MoE
does not provide the recurrent operating budget to them, the private junior colleges have to
rely on the tuition to operate colleges’ education. This indicates that most of junior colleges in
Korea suffer from the severe budget shortage. They cannot respond effectively to the changes
in skill demands through the development of innovative programs or the prompt revision of
the existing programs. In other words, the financial subsidy by MoE is critical in improving
colleges’ education performance and research capacity. MoE has implemented several
policies like ‘Project for Developing Industry-College Cooperation-centered Junior
College(20015-2012)’ and ‘Leaders in INdustry-College Cooperation(2012-2016).

MoE launched a new policy called ‘Specialized College of Korea’(hereafter SCK) in 2014 to
induce colleges to re-design their curriculum and programs and restructure the organization
of departments by focusing on the specialty areas of industry sectors. This is to enhance the
efficiency and effectiveness of junior college education investment. The budget for the SCK
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policy were 246.0 billion KW (about 205 million USS$) for 78 junior colleges in 2014 and
296.9 billion KW (about 248 million US$) for 86 junior colleges in 2015. In 2016, 291.9
billion KW for 90 junior colleges is allocated. The Ministry of Education selects junior
colleges for the project through reviewing their proposals that include their institutional
capacity and restructuring plan. After selecting junior colleges qualified, the Ministry
provides financial subsidy first for 2 years. If a junior college selected passes the mid-term
evaluation that is conducted after 2 years of implementation, then the Ministry continues to
provide subsidy to that college for another 3 years. In other words, the SCK project adopts
performance-based finance mechanism to maximize the cost-effectiveness.

The amount of subsidy allocated to each junior college is decided based on (i) the number of
students, (i1) the level of restructuring towards specialized major areas (measured by changes
in the number of students in specialized major areas), and (iii) college evaluation results
(measured by (a) basic capacity (35 points) - overall employment index, the ratio of the
number of students registered to enrolment quota, the ratio of tuition to education expenditure,
the ratio of professor number to T/O, industry-college cooperation capacity index, (b) plan
for specializing college programs (50 points) — plan for specialization in linkage with local
and national industry sectors and manpower development, plan for designing and application
of the National Competency Standards(NCS)-based curriculum, plan for building infra of the
NCS-based curriculum, plan to evaluate student’s job competency, and performance
management system of specialized programs, and (c) capacity of specialized major areas (15
points) — employment index in specialized major areas, the ratio of students number to
enrolment quota in specialized major areas, the rate of completing practical training in
workplace for students in specialized major areas, the ratio of professors number to T/O in
specialized major areas, and entrepreneurship education index in specialized major areas).
The Ministry allocate subsidy to junior colleges as a form of block grant.”® The mid-term
evaluation results indicate the SCK policy turned out to be effective in enhancing
employment rate, practical training completion rate, and entrepreneurship education index.*

3.2.2. Vocational Training — Vocational Competency Development Program
3.2.2.1. Management of the Employment Insurance Fund

Following the National Finance Act, MoEL makes a EIF plan, goes through the review by the
EI Committee,”’ and submits it to the Ministry of Strategy and Finance every year (by June
20). Minister of Strategy and Finance tunes it to overall national budget plan through

2% Action Plan for the SCK Project, Ministry of Education(2014.3), 2015 Plan for the SCK Project,
Ministry of Education(2015.4) and 2016 Plan for the SCK Project, Ministry of Education(2016.2)
30 Press release on the Mid-term Evaluation Results of the SCK Project, Ministry of Education
(2016.6).

31 Representatives of workers and ‘someone who represent public good' can participate in the
process of reviewing the EIF plan in the El Committee meeting.
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consultation with MoEL, have it reviewed in the cabinet meeting, gets president’s
endorsement and submits it to the congress (at least 120 days before next fiscal year begins).
EIF plan is finalized through the review and approval of the congress. Regarding the
settlement of EIF program accounts, MoEL submits the settlement report to Minister of
Strategy and Finance by February next year. After the review process by the cabinet meeting,
Minister of Strategy and Finance submits it to head of the Board of Audit and Inspection of
Korea by April 10 next year. Administration should report the EIF settlement results to the
congress by May 31 next year.32

The government has conducted an evaluation study to assess the performance of EIF
management, enhance the transparency and efficiency of EIF management, and improve EIF
management annually since 2000 according to the National Finance Act. For the evaluation
of EIF programs, the Ministry of Employment and Labor conducts self-evaluation first and
the Ministry of Strategy and Finance checks its results. For EIF investment, a separate
evaluation (on investment strategy and policy, risk & performance management, profits,
decision-making process, and organization) is implemented by the Fund Investment
Evaluation Committee.™

MOoEL is responsible for making major decisions and planning on the operation of the EIS,
while 6 regional offices of employment and labor implement. The Employment Insurance
Committee, that consists of representatives of employers, workers, and the government and
someone who can represent public good, discuss and decide the details of the EI institutions
and programs.

[Figure 3-1] Employment Insurance Management Flow
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Source: Ministry of Employment & Labor. Employment Insurance White Paper. 2015. p.341.

32 Ministry of Employment and Labor. Employment Insurance White Paper. 2015. p.p.327-328.
33 Ministry of Employment and Labor. Employment Insurance White Paper. 2015. p.p.329-332.
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3.2.2.2.Vocational Competency Development Program financed by the Fund

EIF for the VCDP is the main source to finance vocational training to workers including the
unemployed. The VCDP has 2 categories of training — one for workers(employees) and the
other one for the unemployed including people in pre-employment training. In other words,
the current VCDP covers continuing training, pre-employment training and training of the
unemployed.**

[Figure 3-2] Vocational Competency Development Program?”

T
Training for
Workers

Employer-provided Training
- Training for Employees

- Paid-leave Training

- Facilities & Equipment

Training for SMEs

- National SME Consortium
Regional HRD

Learning Organization

Core Competency Development
Apprenticeship

70n<

I Training for Individual Workers |

‘ Vocational Training Account

for the
Unemployed

Training ’

Public Training for Cultivating Skilled
Manpower / Pre-emp. Training

3.2.2.2.1. Financial Support to Employer
3.2.2.2.1.1. Support to Employer-provided Vocational Training

The MoEL reimburses part of training costs to employers who insured their employees with
the EI when they provide employees of their companies, workers to be employed by them,
and job-seekers with vocational training that is approved by the Minister of Employment and
Labor.® Employers either commission vocational training to outside TVET institutes or
provide in-house training by themselves. Vocational training takes the forms of workplace-
based training, group training, distance training (e.g. internet, mail)’” or blended training.
Employers should provide training of more than 16 hours / 2 days (for the priority-support

34 EIS covers the unemployed who were once employed in firms that pay employment insurance
fees for the VCDP.  For people unemployed with disadvantages (e.g. defectors from North Korea,
foreign immigrants due to marriage, poor self-employed, daily workers in construction, and
people who live under the minimum living expenses), the MoEL budget covers training cost for
them.

3 Ministry of Employment and Labor. Current Status of Vocational Competency Development
Project. 2015.7. p.3.

36 The Ministry of Employment and Labor manages the El fund via the HRDKorea that is
responsible for operating the process of receiving and reviewing the refund requests from
employers and reimbursing the training costs, as described in figure 4-1..

37 Distance learning is not popular due to the possibility of unfair practice or cheating.
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enterprises,”> 8 hours / 1 day) to get reimbursed. Amount of the reimbursement is estimated
by following formulas: (i) for the priority-support enterprises, training unit cost by
occupation x adjustment index x training hours x number of trainees who completed training
x 120%, and (ii) for large companies, training unit cost by occupation x adjustment index x
training hours x number of trainees who completed training x 80%(for companies with 1,000
employees or more, 50%).”

HRDKorea implements service activities of providing reimbursement for the VCDP. In order
to get financial support(i.e. reimbursement) from the EIF, employer first submits the
application form to get training program(s) that s/he going to provide to her/his employees
approved (7 days before training starts in case of commissioned training and 5 days before in
case of in-company training) to HRDKorea’s regional offices. After getting approval, s/he
reports their training with the list of trainees and provides training. Employer makes
completion report within 14 days of finishing the training program and request
reimbursement within 30 days of training completion.40

3.2.2.2.1.2. Support to Paid-leave Vocational Training

The MoEL provides financial support to employers who permit employees to take paid-leave
for their vocational training of mid-term or long-term period of time. For the priority support
enterprises and enterprises with fewer than 150 regular employees, MoEL provides (i) part of
training cost and trainees’ wages when employers allow employees to have paid-leave longer
than 7 days for their training of more than 30 hours, and (ii) part of substitute workers’ wages
in addition to training cost and trainee’s wages when employers allow employees paid-leave
longer than 30 days for their training of more than 120 hours and employ substitute workers.
For other enterprises, the MoEL supports part of training cost and trainees’ wage when
employers allow paid-leave of longer than 60 days to employees who has worked more than
1 year for their training of more than 180 hours. Employers request reimbursement to local
offices of HRDKorea.*!

3.2.2.2.1.3. Loan for Vocational Training Facilities and Equipment

Employers, employer organizations, worker organizations, training foundations, and training
institutes designated by the MoEL can get a loan to install the facilities and equipment of

38 The priority-support enterprises include (i) companies with 300 employees or fewer in mining,
construction, transport and communication industry, (ii) companies with 500 employees or fewer
in manufacturing industry, and (iii) companies with 100 employees or fewer.

39 Ministry of Employment and Labor. Current Status of Vocational Competency Development
Project. 2015.7. p.p.4-5.

40 http://www.hrdkorea.orkr/3/1/3/1 Sept. 14, 2016.

41 Ministry of Employment and Labor. Current Status of Vocational Competency Development
Program. 2015.7. p.p.6-7.
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vocational training up to 6 billion KW (about 5 million US$) with the condition that the loan
should be paid in 5 years following a 5-year of grace period. Borrowers pay 1% - 3%
interests. Employers request loans to local offices of HRDKorea.*

[Figure 3-3] Flow of Employment Insurance Fund for Vocational Competency Development
Program
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3.2.2.2.2. Financial Support to Individual Workers
3.2.2.2.2.1. Worker Training Voucher

MOoEL provides the training voucher to an individual worker who is insured by the EIS for
his/her vocational training of his/her own decision. Target groups include the employees
insured in the priority-support enterprises, short-term contracted workers, employees
scheduled to leave jobs within 180 days, the insured who has been enrolled in the EI more
than 3 years and never received employer-provided training and support to individual training
by his/her own decision, workers in child-bearing & rearing leave, employees in unpaid-leave
due to business difficulties, and self-employed who never fails to pay insurance fees.
Employment centers under HRDKorea issue training voucher to employees who request for
their voluntary training. By presenting training voucher individual employees can take
training courses in TVET providers that offer training programs recognized by the MoEL.
TVET providers receive training expenses from MoEL. MoEL subsidizes training cost up to
2 million KW (about 1,669US$) to an employee per year (5 million KW max. for 5 years).43

42 Ministry of Employment and Labor. Current Status of Vocational Competency Development
Program. 2015.7. p.7.
4 Ministry of Employment and Labor. Current Status of Vocational Competency Development
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3.2.2.2.2.2. Support to Worker’s Vocational Competency Development

MOoEL also provides financial support to the insured employees in the priority-support firms,
workers with short-term contract, and the self-employed workers when they complete
training programs with their own expenses. Individual workers request subsidy to the
employment center after completing training and then the center provides workers with
subsidy up to 80% of training tuition for general training courses, 60% for foreign language
courses and 100% for internet courses. Individual worker can get subsidy of up to one million
KW per year and 3 million KW for 5 years.**

3.2.2.2.3. Financial Support to SMEs
3.2.2.2.3.1. National HRD Consortium

Since the VCDP was implemented, it was pointed out that the smaller the firm size, the lower
the rate of benefit over contribution to the EIF. Small firms lack financial and human
resources, information, and organizational capacity. The government introduced a new
measure, National HRD Consortium Project, designed for SMEs (as a part of the financial
support to employers) in 2001. The SMEs training consortium project was proposed in
‘Knowledge-based Economy Development Strategy(2000.4)’ by the Ministry of Finance and
Economy and the Ministry of Labor and ‘3-year Plan for Vocational Competency
Development(2000.12)’ by the Ministry of Labor in 2000. In 2011 the project was expanded
and redesigned into the National HRD Consortium by integrating 11 training projects of other
6 ministries.*

Main objective is to provide customized vocational training (both initial and continuing) to
employees of SMEs through contract between HRDKorea and enterprises, employers’
organizations and higher education institutions (they form ‘joint training center’) that make a
consortium with SMEs. Operating process is as follows: (i) HRDKorea makes public
announcement of the National Consortium Project, (ii) joint training centers that consist of
enterprises and employers’ organizations apply by submitting project proposals, (iii) the
review committee select joint training centers and HRDKorea makes a contract and provide
subsidy, (iv) HRDKorea monitors and evaluates, and (v) HRDKorea conducts audit by hiring
external accounting firm.*°

HRDKorea provides expenses for (i) facilities and equipment (up to 1.5 billion KW (1.3
million US$) per year — up to 80% of total expenses — the joint training center is required to
bear more than 20% of the expense as a matching fund), (ii) personnel and operation (up to

Program. 2015.7. p. 9.

44 Ministry of Employment and Labor. The Employment Insurance White Paper. 2015.12. p.230.
4 Ministry of Employment and Labor. The Employment Insurance White Paper. 2015.12. p.209.
46 http://www.hrdkorea.orkr/3/1/3/2  Sept. 14, 2016.
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0.4 billion KW (348,000 US$) per year), and (iii) developing training programs (up to 0.1
billion KW (87,000 US$) per year).*’

3.2.2.2.3.2. Regional HRD tailored to Local Economy and Industry™

To establish new industry-initiated HRD systems based on regional labor demand, the MoEL
provides financial support to vocational training programs designed and implemented by the
Regional Councils® that consist of representatives from regional Chamber of Commerce and
Industry, Korea Employers Federation, local Offices of Employment and Labor, Small and
Medium Business Administration, and local Office of Education. Regional Councils analyze
changes in skill demand of the local labor market, make regional HRD plans and get the
approval of this plan from HRDKorea. With approval, HRDKorea grants subsidies to the
Regional Councils. They provide training in joint training centers and employment services
in collaboration with regional employment centers. After completing training, HRDKorea
evaluates the results.

MOoEL grants subsidies for personnel expenses, labor demand analysis costs and management
costs to the Regional Councils up to 600 million KW per year. MoEL also provide financial
support to regional joint training centers for the installment of training facilities and
equipment up to 1.5 billion KW (joint training center should provide 20% matching fund),
the provision of training (following the reimbursement procedures of employer-provided
training), the management of the regional HRD plan up to 300 million KW(for personnel
expenses, 20% matching fund is required), and training program development up to 200
million KW.

3.2.2.2.3.3. Making SMEs Learning Organizations

MoEL supports SMEs’ learning activities and establishment of learning infra so that SMEs
can accumulate and disseminate job-related knowledge, experience and know-how internally
in a systematic way. MoEL provides subsidies to employers of the priority-support
enterprises who carry out activities necessary to become learning organizations like forming
learning networks, supporting learning club activities, recognizing exemplary learning
activities, providing consultancy and coaching services and preparing learning space and

47 Ministry of Employment and Labor. Current Status of Vocational Competency Development
Program. 2015.7. p. 11.

48 Ministry of Employment and Labor. Current Status of Vocational Competency Development
Program. 2015.7. p.p. 11-12.

4 As of 2015, 16 Regional Councils are formed and in function. Regional council consists of
representatives of local chamber of commerce and employers’ organizations, workers'
organizations, local office of labor, Small & Medium Business Agency, and local office of education.
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equipment.”

MOoEL provides financial supports for (i) learning team activities (300,000 KW per team per
month for team activities, 2 million KW per company for learning organization education,
and up to 200,000 KW per month for leader’s activities), (ii) the promotion of learning
activities (up to 2 million KW for exemplary learning activities and up to 3 million KW for
competition prizes), and (ii1) learning network (up to 1 million KW per cornpany).51

3.2.2.2.3.4. Support for Core-Competency Training Programs

Private training market in Korea did not provide vocational training programs for the SMEs
sufficiently enough to meet demand from the SMEs. Most of training programs were oriented
to large firms. Thus, the Ministry of Labor introduced this project to induce private TVET
providers to design and supply vocational training programs for the SMEs and thus to
strengthen the job capacity of the SMEs’ workers.”> MoEL provides subsidies to SME
employers and workers so that they can take core job-competency development programs
selected by HRDKorea, which they could not take due to high cost. Total amount of training
cost is subsidized (up to 30,000 KW per hour).”

3.2.2.2.3.5. Apprenticeship Training Program

In 2013 the government introduced the Apprenticeship Training System® in which (i)
companies hire job-seeking youths as ‘learning worker’ and provide systematic and long-term
vocational education and training in workplaces or higher education institutions to supply
workers with practical job competencies required in industry, and (ii) the government or
industry evaluates the job competencies of trainees and grant qualification (i.e. technical
certificate or degree).”

The MoEL supports companies that participate in this government-initiated apprenticeship
training program and employees in these companies who take apprentice training of 6 months
to 4 years. The MoEL provides financial subsidies for (i) developing education and training
programs of the apprenticeship training system, (ii) establishing training infra, and (iii)
providing education and training programs (i.e. compensation for trainers’®, trainee

>0 Ministry of Employment and Labor. Current Status of Vocational Competency Development
Program. 2015.7. p.p. 13-14.

>1 Ministry of Employment and Labor. The Employment Insurance White Paper. 2015.12. p.216.
>2 Ministry of Employment and Labor. The Employment Insurance White Paper. 2015.12. p.218.
>3 Ministry of Employment and Labor. Current Status of Vocational Competency Development
Program. 2015.7. p.14

>4 The government benchmarked the apprenticeship training systems in Swiss and Germany and
customized them to the Korean situation.

> http://www.hrdkorea.orkr/3/8/2  Sept. 20, 2016.

6 4 to 16 million KW for firms with fewer than 1,000 employees and no support for firms with
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58 59
).

allowance®’, and costs of On-the-Job Training and Off-the-Job Training In that sense,

this program specifies the direct connection between training and work-relevant certificates.”’
3.2.2.2.4. Support to the Unemployed

The MoEL issues the vocational training account to job-seekers. Their training needs and
acuteness should be approved through the consultation with the employment center.®’ This
account is designed to support job-seeker’s vocational competency development
systematically by providing training subsidies and managing information on his/her training
history. Through this account, the MoEL provides a job-seeker with training cost up to 2
million KW per year (20-50% of the training cost should be paid by trainee him/herself) and
training incentive if trainees attend more than 80% of training days.®> For the unemployed
who worked in companies that paid the EI fees, the EIS provides financial support, while the
MOoEL budget appropriates for the other disadvantaged unemployed.

3.2.2.2.5. Public Training for Cultivating Skilled Manpower

MoEL supports vocational training courses for cultivating multi-skilled technicians and
skilled workers that are provided by the Korea Polytechnic Colleges. These colleges offer (i)
2-year associate degree courses for cultivating multi-skilled technicians to high school
graduates and (ii) one year or short-term courses for training skilled workers to the
unemployed older than 15 years or the 31 grade academic high school students who decided
not to go to college.*

3.2.2.3. Provision of Subsidy by the Employment Insurance Fund

In 2014, 1,207.5 billion KW (about 1 billion US$) was spent providing the VCDP, in which
697.4 billion KW (about 581.9 million USS$, 57.8% of total subsidy) was subsidized for the

1,000 employees or more

>7 Up to 400,000 KW per month for firms with fewer than 1,000 employees and no support for
firms with 1,000 employees or more

8 The amount of subsidy is estimated based on the formula as follows: unit cost by occupation X
adjustment index X number of trainees X number of training hours

>9 Ministry of Employment and Labor. Current Status of Vocational Competency Development
Program. 2015.7. p.10.

60 Funding regulation of the VCDP, designed to provide financial support to training for workers
and the unemployed, does not specify the condition for the connection between training and
getting a certificate (except the Apprenticeship Training Program).

61 As of 2016 there are 88 employment centers under the Ministry of Employment and Labor.
62 Ministry of Employment and Labor. Current Status of Vocational Competency Development
Program. 2015.7. p.p.15-16.

63 Ministry of Employment and Labor. Current Status of Vocational Competency Development
Program. 2015.7. p.20.
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training of workers (3,674 thousands trainees), 430.2 billion KW (about 358.9 million USS$,
35.6%) for the training of the unemployed (284 thousands trainees), and 79.9 billion KW
(about 66.7 million USS$, 6.6%) for public training (37 thousands trainees), as shown in table
3-5. In the training for workers, 350 billion KW (about 292 million US$, 29.0% of total
subsidy) was spent to support employer-provided training and 244.8 billion KW (about 204.3
million USS$, 20.3%) to support training for SMEs. The proportion of subsidy for SEMs
training increased between 2012 and 2014, while that of subsidy for the training of individual
workers decreased between 2013 and 2014. This indicates that SMEs training has been
emphasized.

<Table 3-5> Number of Trainees and Subsidy for Vocational Competency Development
Program supported by EIF(2012-14)
(unit: persons, billion KW and %)

2012 2013 2014

Trainees  Subsidy  Trainees  Subsidy  Trainees  Subsidy
Total 4,120 1,073.4 4,326 1,212.2 3,995 1,207.5
° (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)
Training for Workers 3,749 606.8 3,839 669.0 3,674 697.4
g (91.0) (56.5) (88.7) (55.2) (92.0) (57.8)
* Support to Employers except paid- 3,180 312.6 3,284 3213 3,102 350
leave training (77.2) (29.1) (75.9) (26.5) (77.6) (29.0)
* Paid-leave Training 11 10 10 9.5 10 9.8
* Facilities & Equipment Loan - 5 - 6.3 - 11.2
248 118.3 279 134.6 287 81.8

E3

SEPEeT (9 Tiod o 6.0)  (11.0) 64)  (11.1) (1.2) (6.8)
Subsidy for Worker VCD 165 30.4 212 54.2 209 57.7
Worker Training Voucher 65 18.7 51 18 34 12.4
Tuition Loan/Support to

Individual Workers 18 69.2 16 62.4 44 11.7
310 160.9 266 197.3 275 244.8
*

ST SIS 15 (15.0) 61 (163) 69)  (203)
National HRD Consortium 272 139.7 223 170.4 209 208.6
Learning Organization - 5.5 - 4.9 - 5.1
Core Competency Development 38 15.7 43 22 66 31.1
- 338 401.8 451 471 284 430.2

falnincioh i nplosd 82)  (374)  (104)  (389) 1) (356)
Public Trainin 33 64.8 36 72.2 37 79.9
" g (0.8) (6.0) (0.8) (6.0) (0.9) (6.6)

Sources: Ministry of Employment and Labor, Current Status of Vocational Competency Development Program,
2015.7. p.59; Ministry of Employment and Labor, The Employment Insurance White Paper. 2015.12.
p.p-204-233.

Note: Public Training includes multi-skilled technician training, skilled worker training, trainer training and

HRD staff training provided by the Polytechnic Colleges and KoreaTech.

In 2014, 3,674 thousands workers were supported for their training by the EIF that was 30.8%
of the total workers insured (11,931 thousands), as shown in table 3-6. The proportion of
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workers supported by the EIF tended to decrease by 2.8 percentage points from 33.6% in
2012 to 30.8% in 2014. The subsidy provided by the EIF amounted to 697.4 billion KW in
2014. The proportion of the subsidy in the insurance fee collected increased from 29.9% in
2012 to 31.5% in 2013 and slightly decreased to 30.6% in 2014.

As explained in section 2.4.2, the VCDP in the EIS provides financial subsidy for training of
all industry sectors. In 2014, 31.1% of trainees in the employer-provided training including
paid-leave training were in manufacturing sector, 31.7% in education service and others, 11.2%
in finance, insurance and real estate sector, and 8.1/% in whole & detail sales, transport,
lodging, and restaurants, as shown in table 3-7.

<Table 3-6> Workplaces, Workers and Subsidy Supported by the EIF(2012-2014)
(unit: places, 1,000 persons, billion KW, %)

Employment Insurance Supported by EIF
Workplaces | Workers Insurance Fee Workplaces | Workers(C) | Subsidy(D) | C/A | D/B
Insured(A) | Collected(B)

2014 | 1,935,302 11,931 2,281. 1 291,779 3,674 697.4 30.8 | 30.6

2013 | 1,747,928 11,571 2,125.3 303,970 3,839 669.0 332 | 315

2012 | 1,610,713 11,152 2,029.6 223,451 3,749 606.8 33.6 | 29.9

Sources: Table 3-1, 3-4, and 3-5; MoEL, Current Status of Vocational Competency Development Program.
2015.7. p.60.

<Table 3-7> Proportion of Trainees in Employer-provided Training including paid-leave

training by Sector
(unit: persons, %)

2012 2013 2014
Number of Trainees 3,190,400 (100.0) 3,294,864 (100.0) 3,112,312 (100.0)
Agriculture, Marine, 3,356 (0.1) 3,241 (0.1) 3,098 (0.1)
Fishery, Forestry, Mine
Manufacturing 1,160,653 (36.4) 1,063,619 (32.3) 966,657 (31.1)
Electricity, Gas, Water 53,151 (1.7) 37,260 (1.1) 29,882 (1.0)
Supply, Sewage
Construction 122,126 (3.8) 98,167 (3.0) 86,966 (2.8)
Whole/Retail Sales, 290,778 (9.1) 263,009 (8.0) 252,620 (8.1)
Lodging, Restaurants
Publishing, Media, 326,080 (10.2) 240,553 (7.3) 174,602 (5.6)
Communication,
Broadcast, Information
Services
Finance, Insurance, Real 399,066 (12.5) 353,311 (10.7) 349,270 (11.2)
Estate
Sciences & Technology 217,021 (6.8) 222,449 (6.8) 227,698 (7.3)
Services, Business
Facilities &  Support
Services
Public ~ Administration, 37,928 (1.2) 40,645 (1.2) 36,025 (1.2)
National Defense, Social
Welfare Administration
Education Services and 580,241 (18.2) 972,610 (29.5) 985,459 (31.7)
others
Unable to categorize 0(0.0) 0(0.0) 5(0.0)

Source: MoEL, The Employment Insurance White Paper, 2015.12. p.199.
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3.2.2.4. Monitoring & Evaluation /Efficiency in the Use of Resources

Basic principle of designing and implementing the VCDP supported by the EIF is to fully
utilize market mechanism. The main role of the government is to produce and disseminate the
information on the performance of TVET providers and their programs so that employers,
employees and the unemployed can make informed decisions on the choice of TVET
provider and program. TVET providers would compete against each other to attract more
trainees by providing quality program. However, the market mechanism cannot guarantee the
efficiency and effectiveness of the VCDP.

It was pointed out that the EIS lacked systematic evaluation and did not perform as expected.
Since 2007, the MoEL has designated Korea Labor Institute(KLI), Korea Research Institute
of Vocational Education and Training(KRIVET), KoreaTech, or the consortium of the
government-funded research institutes and private institutes like universities as the ‘EIF
Evaluation Center.” Since 2013, KLI has been appointed as the center. Main functions of the
center are (i) to conduct comprehensive evaluations on the performance of the EIS
considering the changes in policy environment like low fertility rate and rapid aging and
study on how to revise the system and (ii) to monitor and evaluate the objectives,
implementation and results of individual programs of the EIS and make proposals to improve
their performance.®*

With respect to the VCDP provided between 2010-11, the center found out the need to
provide training matched with enterprises’ manpower demand and training needs, solve the
problem of mismatch between training supply and demand within region, introduce new
policy to support SMEs’ hiring of substitute labor in induce more SMEs to participate in the
VCDP, control the number of training vouchers issued for the unemployed to make the
training supply and demand mechanism function properly, and increase investment in training
and information infra.> As counter measures, MoEL introduced projects for national HRD
consortium in 2011, regional HRD tailored to local economy and industry in 2013, and the
SMEs training strengthening including the apprenticeship training in 2013.

64 Ministry of Employment and Labor. The Employment Insurance White Paper. 2015.12. p.294-296.
5 Ministry of Employment and Labor. The Employment Insurance White Paper. 2015.12. p.299-303.
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4. Assessment on the Skills Development Finance in Korea
4.1. Vocational Education

Vocational education in both high school and higher education level experienced a paradigm
shift from school-based and textbook-oriented approach to school-industry linkage-based and
demand-oriented one.

4.1.1. Vocational High School

Since the implementation of a series of policies such as restructuring vocational high schools
and promoting school-industry linkages, the employment ratio of vocational high school
graduates rose from 19.2% in 2010 to 45.0% in 2014 and 46.4% in 2016. This indicates that
these policies have been working as intended.

It is necessary, however, to carefully evaluate the cost-effectiveness of the budget investment
in vocational high school education, since MoE put large amount of the budget along with the
restructuring of vocational high school system. Kye-Woo Lee et al(2016) found that among
three types of high schools — general academic, specialized vocational and meister high
school - meister school education was least cost-effective mainly because of high cost.®® This
indicates that MoE needs to conduct in-depth analysis on the cost-effectiveness of the budget
investment in vocational high school education from the short- and long-term perspectives.

4.1.2. Junior College

A series of MoE policies discussed - the Industry-College Cooperation Corporation, the
Project for developing Industry-College Cooperating-centered Junior Colleges(2005-2012),
the Leaders in Industry-College Cooperation Project(2012-2016) and the Specialized
Colleges of Korea Project(2015- ) — were intended to change the ways of conducting the
college-industry collaboration and the structure of individual colleges. These policies appear
to have positive results intended such as the changes in student composition among
departments and programs, the introduction of new programs, and the increase in the
employment rates in specialized areas. The average employment rate of graduates rose from
55.6% in 2010 to 61.4% in 2014.%

Recently junior colleges have serious difficulties in securing revenue required to provide
quality education because the government controls the increase in tuition and induces
colleges to reduce the enrolment quota to respond to the sharp decrease in school age cohort.
Considering that the major revenue source of private junior colleges is student tuition, MoE

6 Kye-Woo Lee et al. Is Meister Vocational High School more Cost-Effective? International Journal
of Educational Development. Vol.51. 2016. Pp.84-95.

67 KEDI, Brief Statistics on Education, 2014.11. p.15.
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needs to increase the SCK project budget.
4.2.Vocational Training — VCDP

As the lifespan of knowledge and skills became shorter, workers needed to keep upgrading
their job competencies. In the mid-1990s, Korea shifted its vocational training paradigm from
supply-oriented, initial training-focused, and mainly manufacturing sector-targeted approach
to demand-oriented, continuing training-focused, and all sector targeted one. In the new
VCDP in the EIS, employers, employees and the unemployed can choose training programs
and institutes based on their training needs.

The number of workers who received continuing training has kept increasing since the late
1990s, as in Figure 2-5, indicating that the VCDP has performed well to meet the very
purpose of introducing it. Although recently the number of trainees decreased to around 3.7
million because of economic downturn, the VCDP has successfully responded to the demand
for training of all industries. It was pointed out that the SMEs did not utilize the VCDP due to
the lack of financial and human resources as much as the large firms. However, the
government has tried to tackle the problem of the SMEs’ disadvantage by applying the
differential insurance fee and benefit policy. For the SMEs, smaller insurance fees and higher
refund rates are applied.®® Key success factors include mobilization of training budget
through the Employment Insurance Fund, expansion of training market to private providers,
and differential financial support by firm size.

4.2.1. Employer-provided Training

Overall the VCDP seems to have a positive effect on the employers’ provision of vocational
training to their employees in both SMEs and large firms. According to a survey study done
by S.H. Kang et al,’ The training hours of companies supported by the VCDP were much
larger than those of companies not supported between 2010 and 2014. Training cost of
companies supported also were 4 — 6 times greater during the same period of time except
2012. The survey also found that there is still a gap between SMEs and large firms in training
hours and costs despite the government efforts mentioned above. The average training hours
and costs of firms with 300 employees or more were much higher than those of smaller firms.

4.2.2. Support to SMEs

Although the SMEs still have difficulties in guaranteeing the sufficient level of training
provision to their employees, they seemed to be satisfied with the SME-targeted training
programs like the national HRD consortium, core-competency training and learning

68 The ratio of the number of trainees from firms with 1-149 employees to that from larger firms
increased from 12.2% in 1998 to 29.6% in 2012.
9 Kang, S.H. et al. An Analysis on the Vocational Training Participants. 2015.5. p.23.
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organization programs according to the FGI by S.H. Kang et al.”” The FGI found following
problems: (i) due to the diversity of the SMEs’ demands for training, it was difficult to decide
the level and contents of the training programs; (ii) not many SMEs participated in the core
competency programs; and (iii) because the duration of the program was relatively short and
staff was changed frequently, firms had difficulties in maintaining the learning organization’s
status.

4.2.3. Training Voucher to Individual Worker

Training voucher to individual worker appears to have positive effect on encouraging
individual worker’s attempt to have training. According to the survey mentioned above,
conducted to training voucher users in 2014,”" the proportions of respondents who took
training programs in each area were as follows: professional job competencies training
programs 61.7%, foreign languages 44.7%, technical -certificates 40.7%, general
administration 20.7%, leadership 19.0%, basic competencies and knowledge 17.3%,
information utilization 17.0%, and quality control and production 4.0%.”* 75.7% of voucher
users responded that they could select training programs they wanted and 68.7% answered
that the training programs they took had relevancy to their current occupations. 80.3% of
respondents expressed their satisfaction with training program supported by voucher. 75.3%
of respondents agreed that without voucher they would have not been able to take training.

The majority of respondents, however, pointed out that their training was not linked to their
career development in terms of placement, promotion, change of employment status to
permanent staff or transfer to other firm, indicating that in general a firm’s HRD policy for
individual workers was not implemented in a comprehensive way integrated with personnel
management.

4.2.4. Support to the Unemployed

For the training programs for the unemployed, the survey study”> mentioned above found
that overall the employment rate within 6 months rose steadily from 34.1% in 2012 to 54.8%
in 2014. Male trainees’ employment rate tended to be slightly higher than female trainees’ but
the difference became smaller. The general patterns of the effects of the training programs for
the unemployed were found such as the higher the level of educational attainment, the higher
the employment rate and the older the trainees, the lower the employment rate. This implies
that Korea needs to design more programs that provide financial support for older workers.

70 Kang, S.H. et al. An Analysis on the Vocational Training Participants. 2015.5. p.p.47-56.

" Survey was conducted between Feb. 9, 2015 and May 29, 2015 by e-mail and fax (Kang, S.H. et
al. An Analysis on the Vocational Training Participants. 2015.5. p.p.28-40).

72 Results of multiple choices (3 priority areas)

3 Kang, S.H. et al. An Analysis on the Vocational Training Participants. 2015.5. p. 67.

29



4.3. Discussions

Korea needs to pay attention to improving the cost-effectiveness of the skills development
finance. As pointed out in previous section, the budget investment in the meister high school
turned out to be least cost-effective compared to other types of high school education.
Individual workers’ training experience is not systematically linked to their career
development. The employment rates of the unemployed after training tend to be lower for
people with lower level of education and older age. All these facts imply that the government,
firms and TVET providers are required to work together to come up with more cost-eftective
ways of providing training, utilizing training results and thus improving the efficiency and
effectiveness of the skills development finance system.

With respect to the skills development investment for junior colleges and the SMEs, the
amount of the investment per institute and per worker needs to be increased to guarantee a
critical level of quality. In other words, the condition of the adequacy of skills development
investment should be fulfilled. In that sense, the government may consider the further
application of the ‘select and concentrate’ principle’”® to junior colleges along with the
increase of the budget. For the SMEs, the government may strengthen the current differential
policy by further decreasing the insurance fee rate and increasing refund rate of the SMEs.

5. Policy Implications

When the government designs or revises the skills development finance system, it needs to
take into account critical factors as follows:

Close linkage with private sector: Skills development strategies and policies need to be
designed and implemented through a systematic cooperation with the private sector (industry
and firms) which is a pre-requisite for guaranteeing the effectiveness and efficiency of the
skills development investment. Industry and firms (employers) are in the best position to
catch changes in skill demands in their sector and utilize the results of skills development
policies and programs. Skills development strategies and financing mechanism that are not
based on demand would not be able to meet what the economy needs. This is the most critical
and fundamental reason for Korea to introduce the Employment Insurance System.

Utilization of training fund borne by private firms: The government budget is limited in
providing all types of vocational education and training required to provide skilled labor. The
government needs to diversify its funding sources for skills development. One of the most
logical and legitimate funding sources is firms because they are the first beneficiary of skills

4 This principle is to select high-performing institutes and concentrate the budget investment in
those institutes instead of spreading out the budget to all institutes.
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development programs. Although payroll levy scheme may not be applied to low income
countries where the number of firms with the capacity of bearing levy is limited, it is
worthwhile for countries to adopt a training fund scheme, distinct from the government
budget channel, as they achieve economic transformation into more formal sector economy.

Incentives to induce employer’s, employee’s and the unemployed’s active participation
in training: It is crucial to provide policy environment in which employers and employees
voluntarily participate in training activities. Once employers make financial contribution to
the fund for skills development, they need to be allowed to use the fund for their own training
objectives. Employees and the unemployed also should be allowed to make decisions on
training based on their own needs without worrying about cost. There should be training
market that can provide diverse training programs according to the training needs of
employers, employees and the unemployed.

Market mechanism (choice & competition) to enhance efficiency and effectiveness: The
effectiveness of the skills development system depends on the quality of TVET programs
provided by providers in the training market. Once the training market is formed, it would be
better to make TVET providers compete against each other to attract more trainees by making
money follow trainees. As the national economy would develop continuously, skill demands
would increase and so training. If then, more TVET providers would join the training market.
In that case, it is most effective to apply choice and competition principle in the market to
control quality.

Government’s fair and transparent management: To maintain and further boost the
private sector’s cooperation in skills development policy and finance, the government needs
to prepare legal bases, organizations and institutional frameworks like official procedures to
collect information and opinion from private sector on a regular bases, allocate the budget
collected from private sector for skills development according to its needs, and monitor and
evaluate the process and results of skills development finance policy implementation
including the performance of TVET providers and programs. If the skills development system
fails to meet private sector’s demand, then it would be difficult for the government to work
with private sector as a partner.

Constant adaptation of national skills development system and finance scheme
according to national economic development: The level and type of skills demanded
become sophisticated and diversified as the national economy moves to advanced level. This
indicates that the government needs to revise its skills development system (e.g. contents of
vocational education and training programs, qualification system, and teacher/trainer training)
and financing scheme (e.g. levy collected was used to provide public vocational training in
the beginning stage of economic development, while later more cost-effective way such as
employer training incentives in VCDP was adopted in Korea). In the early stage of economic
development, the government needs to take major responsibility for providing initial
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vocational education and training. As the national economy develops and private firms build
their own capacity, the government can expand the private sector’s roles and responsibilities
and also the scope of training into continuing TVET.

Attention to the SMEs, strategic industry sectors and the disadvantaged: The SMEs’ role
in national economic development is crucial in most countries. Compared to large firms,
however, SMEs do not have enough financial and human resources to provide training to
their employees. The government needs to design special programs targeting SMEs and/or
different allocation formula for SMEs. When the government and private sector’s capacity is
limited, it would be better to select priority sectors (e.g. agricultural or manufacturing sectors)
for skills development and financial subsidy. It is also important to provide financial subsidy
to the disadvantaged in realizing inclusive growth.

Roles of employers and employees in making decisions on skills development policy and
training fund: Since employers bear training levy (e.g. EI fees in Korea) and employers and
employees are primary targets and beneficiaries of skills development system including
finance, their opinion needs to be considered in making key skills development policy
decisions. This implies that to induce active cooperation and participation from employers
and employees and thus enhance the effectiveness of skills development system the
partnership approach is necessary. Thus it is crucial to design the governance system that
consists of not only the government and government agency but also employers (e.g.
employers’ organization) and employees (e.g. trade union).

The government also needs to check whether conditions necessary to successfully implement
skills development finance policy are in place. Examples are as follows:

Private sector’s sense of ownership: In relation to this, private sector (industry and firms) as
a major beneficiary of the skills development system should take responsibilities for national
skills development policy formulation and implementation and also finance. In other words,
private sector should have a sense of ownership for skills development. Considering the
private sector’s sense of ownership, the government can design a skills development finance
system in which private sector’s active participation is critical in revenue generation and
training provision.

Steady growth of national economy: Skills development is a necessary condition for
national economic development. What if there were abundant skilled workers and technicians
but no jobs available? What if the national economy cannot absorb youths from schools? In
that case, employers would not participate in skills development policy process and fund
raising. The number of TVET providers in the training market will decrease because they
expect sharp decline in students and trainees. This indicates that national economic growth is
a necessary condition for skills development system and fund to be maintained (sustainability)
and further expanded.
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Quality basic education: In general vocational education starts at secondary school and
vocational training is provided for youths of secondary school age and above. If they lack
basic core skills of reading, writing and calculating, they cannot learn skills and knowledge
required in the labor market. This indicates that it is extremely important to make sure that all
elementary school graduates should be able to communicate with national language and basic
level of calculating and problem-solving skills. For continuing vocational training, the
elimination of adult illiteracy is a critical policy challenge in many developing countries.
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Working Toward People-centered Development:
Paper 06-12 Hun Joo Park A Reflection on the Korean Experience
\X;(;r;?g 06-13 Hun Joo Park The Perspective of Small Business in South Korea
\X;(;r;?g 06-14 Younguck KANG Collective Experience and Civil Society in Governance
Working 06-15 Dong-Young KIM The Roles of (?rovernment Ofﬁc.lalls as Policy Entrepreneurs
Paper in Consensus Building Process
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Working 06-16 Ji Hong KIM Military Service : draft or recruit
Paper
Working | ¢ 17 Ji Hong KIM Korea-US FTA
Paper
“;(;r;(:rlg 06-18 Ki-Eun RHEE Reevaluating Merger Guidelines for the New Economy
Workin Taejong KIM
P & 06-19 Ji-Hong KIM Economic Assimilation of North Korean Refugees in South Korea: Survey Evidence
aper Insook LEE
Working 0620 Seong Ho CHO ON THE STOCK RETURN METHOD TO DETERMINING INDUSTRY
Paper & SUBSTRUCTURE: AIRLINE, BANKING, AND OIL INDUSTRIES
Working DETECTING INDUSTRY SUBSTRUCTURE:
Paper 06-21 Seong Ho CHO - Case of Banking, Steel and Pharmaceutical Industries-
Working 0622 Tae Hee Choi Ethical Commitment, Corporate Fman01alA Factors: A Survey Study of Korean
Paper Companies
\K;(;rrl)(:rlg 06-23 Tae Hee Choi Aggregation, Uncertainty, and Discriminant Analysis
Working 07-01 Jin PARK Ten Years of Economic Knowledge Cooperation
Paper Seung-Ho JUNG with North Korea: Trends and Strategies
Working 07-02 BERNARD S. BLACK The Effect of Board Structure on Firm Value in an Emerging Market:
Paper WOOCHAN KIM IV, DiD, and Time Series Evidence from Korea
Working FTA Trade in Goods Agreements:
Paper 07-03 Jong Bum KIM ‘Entrenching’ the benefits of reciprocal tariff concessions
Working 07-04 Ki-Eun Rhee Price Effects of Entries
Paper
\X;(;r;?g 07-05 Tae H. Choi Economic Crises and the Evolution of Business Ethics in Japan and Korea
Working Kwon JUNG o Extending the Fit Hypothesis in Brgnd Extensions: . .
07-06 . Effects of Situational Involvement, Consumer Innovativeness and Extension Incongruity
Paper Leslie TEY . .
on Evaluation of Brand Extensions
Working 07-07 Younguck KANG Identifying the Potential Influences on Income Inequ;.ihty Changes in Korea — Income
Paper Factor Source Analysis
Working WOOCHAN KIM Home-country Ownership Structure of Foreign Institutional Investors and Control-
Paper 07-08 TAEYOON SUNG Ownership Disparity in Emerging Markets
P SHANG-JIN WEI WHErsip Lispanity gine
\X;(;r;?g 07-09 Ilho YOO The Marginal Effective Tax Rates in Korea for 45 Years : 1960-2004
\X;(;r;?g 07-10 Jin PARK Crisis Management for Emergency in North Korea
\X;(;r;?g 07-11 Ji Hong KIM Three Cases of Foreign Investment in Korean Banks
\X;(;r;?g 07-12 Jong Bum Kim Territoriality Principle under Preferential Rules of Origin
Workin THE EFFECT OF TARGET OWNERSHIP STRUCTURE ON THE TAKEOVER
P(; erg 07-13 Seong Ho CHO PREMIUM IN OWNER-MANAGER DOMINANT ACQUISITIONS: EVIDENCE
P FROM KOREAN CASES
Working Seong Ho CHO .. .
Paper 07-14 Bill McKelvey Determining Industry Substructure: A Stock Return Approach
\X;(;r;?g 07-15 Dong-Young KIM Enhancing BATNA Analysis in Korean Public Disputes
Working 07-16 Dong-Young KIM The Use of Integrated Assessmer?t to Support Mljllltl—Stake}.lolder negotiations for
Paper Complex Environmental Decision-Making
Working 07-17 Yuri Mansury Measuring the Impact of a Catas.trophlclz Event: Inte.:gratlng Qeographlc Information
Paper System with Social Accounting Matrix
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Working . Promoting Inter-Regional Cooperation between Israel and Palestine:
Paper 07-18 Yuri Mansury A Structural Path Analysis Approach
\K;(;rrl)(:rlg 07-19 Ilho YOO Public Finance in Korea since Economic Crisis
Workin, Li GAN
£ 07-20 Jaeun SHIN Initial Wage, Human Capital and Post Wage Differentials
Paper QiLI
Working 07-21 Jin PARK Public Entity Ref(?rm during the Roh Admlnlstratlon:
Paper Analysis through Best Practices
\K;(;rrl)(:rlg 07-22 Tae Hee Choi The Equity Premium Puzzle: An Empirical Investigation of Korean Stock Market
\K;(;rrl)(:rlg 07-23 Joong H. HAN The Dynamic Structure of CEO Compensation: An Empirical Study
\K;(;rrl)(:rlg 07-24 Ki-Eun RHEE Endogenous Switching Costs in the Face of Poaching
Working Sun LEE . . . . . . .
Paper 08-01 Kwon JUNG Effects of Price Comparison Site on Price and Value Perceptions in Online Purchase
\K;(;rrl)(:rlg 08-02 Ilho YOO Is Korea Moving Toward the Welfare State?: An IECI Approach
Working 08-03 Ilho YOO DO CHILDREN SUPPORT THEIR PARENTS' APPLICATION FOR THE REVERSE
Paper Inhyouk KOO MORTGAGE?: A KOREAN CASE
\K;(;rrl)(:rlg 08-04 Seong-Ho CHO Raising Seoul’s Global Competitiveness: Developing Key Performance Indicators
\K;(;rrl)(:rlg 08-05 Jin PARK A Critical Review for Best Practices of Public Entities in Korea
\K;(;rrl)(:rlg 08-06 Seong-Ho CHO How to Value a Private Company? -Case of Miele Korea-
\K;(;rrl)(:rlg 08-07 Yoon Ha Yoo The East Asian Miracle: Export-led or Investment-led?
\K;(;rrl)(:rlg 08-08 Man Cho Subprime Mortgage Market: Rise, Fall, and Lessons for Korea
Workin Woochan KIM
Pa rg 08-09 Woojin KIM Value of shareholder activism: evidence from the switchers
pe Kap-sok KWON
\K;(;rrl)(:rlg 08-10 Kun-Ho Lee Risk Management in Korean Financial Institutions: Ten Years after the Financial Crisis
Working 08-11 Jong Bum KIM Korea’s Institutional Framework for FTA Nego?la}lons and Administration: Tariffs and
Paper Rules of Origin
Working Strategy, Structure, and Channel of Industrial Service Leaders:
Paper 08-12 Yu Sang CHANG A Flow Chart Analysis of the Expanded Value Chain
\K;(;rrl)(:rlg 08-13 Younguck KANG Sensitivity Analysis of Equivalency Scale in Income Inequality Studies
\K;(;rrl)(:rlg 08-14 Younguck KANG Case Study: Adaptive Implementation of the Five-Year Economic Development Plans
: . R . e .
Working 08-15 Joong H. HAN Is Lending by Banks and Non: banks. lef.erent. Evidence from Small Business
Paper Financing
\K;(;rrl)(:rlg 08-16 Joong H. HAN Checking Accounts and Bank Lending
: - P
Working 08-17 Seongwuk MOON How Does the Managemer.lt of Researc.h Irppact the Dlsclf)sure of Kpowledge. Evidence
Paper from Scientific Publications and Patenting Behavior
Working How Korea’s Rapid Export Expansion Began in the 1960s:
Paper 08-18 Jungho YOO The Role of Foreign Exchange Rate
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BERNARD S. BLACK
Working WOOCHAN KIM . .
Paper 08-19 HASUNG JANG How Corporate Governance Affects Firm Value: Evidence on Channels from Korea
KYUNG SUH PARK
Working 08-20 Tae Hee CHOI Meeting or Beating Ana}ysts Forecasts: Empirical Evidence of Firms' Characteristics,
Paper Persistence Patterns and Post-scandal Changes
Working 0821 Jaeun SHIN Understanding the Role of Private Health Igsuranc? in the Universal Coverage System:
Paper Macro and Micro Evidence
\K;(;r;?g 08-22 Jin PARK Indonesian Bureaucracy Reform: Lessons from Korea
\K;(;r;?g 08-23 Joon-Kyung KIM Recent Changes in Korean Households' Indebtedness and Debt Service Capacity
Working 08-24 Yuri Mansury What Do We Know about the Geog.raphlc Pattern of Growth across Cities and Regions
Paper in South Korea?
Working 08-25 Yuri Mansury & Why Do Megacities Coexist with Small Towns? Historical Dependence in the Evolution
Paper Jae Kyun Shin of Urban Systems
\K;(;r;?g 08-26 Jinsoo LEE ‘When Business Groups Employ Analysts: Are They Biased?
Working 08-27 Ch.GOI S. EUN Mean-Variance Convergence Around the World
Paper Jinsoo LEE
B - - —
Working 08-28 Seongwuk MOON How Does. J 0]:’) Design Affect P.I‘Od}lctIVIty and E'fhlrmngs.
Paper Implications of the Organization of Production
\K;(;r;?g 08-29 Jaeun SHIN Smoking, Time Preference and Educational Outcomes
Working Reap the Benefits of the Latecomer:
Paper 08-30 Dong Young KIM From the story of a political, cultural, and social movement of ADR in US
\K;(;r;?g 08-31 Ji Hong KIM Economic Crisis Management in Korea: 1998 & 2008
Working 08-32 Dong-Young KIM Civility or Creativity?: Application o.f Dispute Systen?s Design (DSD) to Korean Public
Paper Controversies on Waste Incinerators
\K;(;r;?g 08-33 Ki-Eun RHEE Welfare Effects of Behavior-Based Price Discrimination
\K;(;r;?g 08-34 Ji Hong KIM State Owned Enterprise Reform
\K;(;r;?g 09-01 Yu Sang CHANG Making Strategic Short-term Cost Estimation by Annualized Experience Curve
Working When Conflict Management is Institutionalized:
Paper 09-02 Dong Young KIM A Review of the Executive Order 19886 and government practice
Working Managing Mortgage Credit Risk:
Paper 09-03 Man Cho What went wrong with the subprime and Alt-A markets?
\K;(;r;?g 09-04 Tae H. Choi Business Ethics, Cost of Capital, and Valuation
Workin Woochan KIM
P(; erg 09-05 Woojin KIM What makes firms issue death spirals? A control enhancing story
P Hyung-Seok KIM
Working 09-06 Yu Sang CHANG Limit to Improvement: Myth or Reality? Empirical Analysis of Historical Improvement
Paper Seung Jin BAEK on Three Technologies Influential in the Evolution of Civilization
\K;(;rrl;l:rrlg 09-07 Ji Hong KIM G20: Global Imbalance and Financial Crisis
\K;(;rrl;l:rrlg 09-08 Ji Hong KIM National Competitiveness in the Globalized Era
Workin Hao Jiang
Pa rg 09-09 Woochan Kim Contract Heterogeneity, Operating Shortfalls, and Corporate Cash Holdings
pe Ramesh K. S. Rao
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“;(;r;(:rlg 09-10 Man CHO Home Price Cycles: A Tale of Two Countries
\K;(;rrl)(:rlg 09-11 Dongcul CHO The Republic of Korea’s Economy in the Swirl of Global Crisis
“;(;r;(:rlg 09-12 Dongcul CHO House Prices in ASEAN+3: Recent Trends and Inter-Dependence
Working 09-13 Seung-Joo LEE Case Study of POSCO -
Paper Eun-Hyung LEE Analysis of its Growth Strategy and Key Success Factors
Working Woochan KIM The Value of Foreign Blockholder Activism:
Paper 09-14 Taeyoon SUNG Which Home Country Governance Characteristics Matter?
P Shang-Jin WEI Y ’
\K;(;rrl)(:rlg 09-15 Joon-Kyung KIM Post-Crisis Corporate Reform and Internal Capital Markets in Chaebols
\K;(;rrl)(:rlg 09-16 Jin PARK Lessons from SOE Management and Privatization in Korea
\K;(;rrl)(:rlg 09-17 Tae Hee CHOI Implied Cost of Equity Capital, Firm Valuation, and Firm Characteristics
Working Are Entrepreneurs and Managers Different?
Paper 09-18 Kwon JUNG Values and Ethical Perceptions of Entrepreneurs and Managers
\K;(;rrl)(:rlg 09-19 Seongwuk MOON When Does a Firm Seek External Knowledge? Limitations of External Knowledge
\K;(;rrl)(:rlg 09-20 Seongwuk MOON Earnings Inequality within a Firm: Evidence from a Korean Insurance Company
\K;(;rrl)(:rlg 09-21 Jaeun SHIN Health Care Reforms in South Korea: What Consequences in Financing?
Working 09-22 Younguck KANG Demand Analysis of Public Education: A Quest .for New Public Education System for
Paper Next Generation
Working Seong-Ho CHO . .. .
Paper 09-23 Jinsoo LEE Valuation and Underpricing of IPOs in Korea
\K;(;rrl)(:rlg 09-24 Seong-Ho CHO Kumbho Asiana’s LBO Takeover on Korea Express
Working 10-01 Yun.-Yeong KIM Identification of Momentum and Disposition Effects Through Asset Return Volatility
Paper Jinsoo LEE
Working Four Faces of Silver Consumers:
Paper 10-02 Kwon JUNG A Typology, Their Aspirations, and Life Satisfaction of Older Korean Consumers
Working 10-03 Jinsoo LEE Corporate Governance and
Paper Seongwuk MOON International Portfolio Investment in Equities
\X;(;r;?g 10-04 Jinsoo LEE Global Convergence in Tobin’s Q Ratios
Working 10-05 Seongwuk MOON Competition, Capability Buildup and Innovatlopz The Role of Exogenous Intra-firm
Paper Revenue Sharing
\X;(;r;?g 10-06 Kwon JUNG Credit Card Usage Behaviors among Elderly Korean Consumers
Working 10-07 Yu—Sang CHANG Forecasting Road Fatalities by the Use of Kinked Experience Curve
Paper Jinsoo LEE
\X;(;r;?g 10-08 Man CHO Securitization and Asset Price Cycle: Causality and Post-Crisis Policy Reform
Working 10-09 Ma.n CHO Asset Market Correlation and Stress Testing: Cases for Housing and Stock Markets
Paper Insik MIN
Working 10-10 Yu-Sang CHANG Is Forecasting Future Suicide Rates Possible?
Paper Jinsoo LEE - Application of the Experience Curve -
Working 10-11 Seongwuk MOON What Determines the Openness of Korean Manufacturing Firms to External
Paper Knowledge?
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Workin Joong Ho HAN
Pa rg 10-12 Kwangwoo PARK Corporate Taxes and Securitization
pe George PENNACCHI
\K;(;rrl)(:rlg 10-13 Younguck KANG Housing Policy of Korea: Old Paradigm, New Approach
\K;(;rrl)(:rlg 10-14 11 Chong NAM A Proposal to Reform the Korean CBP Market
Working 10-15 Younguck KANG Balanced Regional Growth Strategy basgd on the Economies of Agglomeration:
Paper the Other Side of Story
\K;(;rrl)(:rlg 10-16 Joong Ho HAN CEO Equity versus Inside Debt Holdings and Private Debt Contracting
Working 11-01 Yeon-Koo CHE Economic Consequences of Speculative Side Bets:
Paper Rajiv SETHI The Case of Naked Credit Default Swaps
Working Tae Hee CHOI . - .
Paper 11-02 Martina SIPKOVA Business Ethics in the Czech Republic
Working 11-03 Sunwoo HWANG Anti-Takeover Charter Amendments and Managerial Entrenchment: Evidence from
Paper Woochan KIM Korea
Working Yu Sang CHANG The Speed and Impact of a New Technology Diffusion in Organ Transplantation:
Paper 11-04 Jinsoo LEE A Case Study Approach
pe Yun Seok JUNG 5¢ SHEY Approac
Working 11-05 Jin PARK The Direction of Inter-Korean Cooperation Fund
Paper Jiwon LEE Based on ODA Standard
\K;(;rrl)(:rlg 11-06 Woochan KIM Korea Investment Corporation: Its Origin and Evolution
Working Dynamic Capabilities at Samsung Electronics:
Paper 11-07 Seung-Joo LEE Analysis of its Growth Strategy in Semiconductors
\K;(;rrl)(:rlg 11-08 Joong Ho HAN Deposit Insurance and Industrial Volatility
Working Transformation from Conflict to Collaboration through Multistakeholder Process:
Paper 11-09 Dong-Young KIM Shihwa Sustainable Development Committee in Korea
; X X PP
Working 11-10 Seongwuk MOON How will Openness to External Knowledge Impact Service Innovation? Evidence from
Paper Korean Service Sector
Working 11-11 Jin PARK Korea’s Technical Assmtan(.:e for Bettfer Governance:
Paper A Case Study in Indonesia
Working How Did Korea Catch Up with Developed Countries in DRAM Industry? The Role of
Paper 12-01 Seongwuk MOON Public Sector in Demand Creation: PART 1
Workin Yong S. Lee
P £ 12-02 Young U. Kang The Workplace Ethics of Public Servants in Developing Countries
aper Hun J Park
\K;(;r;(;lg 12-03 Ji-Hong KIM Deposit Insurance System in Korea and Reform
Workin Yu Sang Chang Technology Improvement Rates of Knowledge Industries following Moore’s Law?
Pa erg 12-04 Jinsoo Lee -An Empirical Study of Microprocessor, Mobile Cellular, and Genome Sequencing
P Yun Seok Jung Technologies-
“;(;r;(:rlg 12-05 Man Cho Contagious Real Estate Cycles: Causes, Consequences, and Policy Implications
Working 12-06 Younguck KANG INTERGOVERNMENTAL TRANSFER AND THE FLYPAPER EFFECT
Paper Dhani Setvawan — Evidence from Municipalities/Regencies in Indonesia —
Working 12-07 Younguck KANG C.1v1l .Petltlons a.nd Appeal.s 1r% Korea .
Paper : Investigating Rhetoric and Institutional settings
Working 12-08 Yu Sang Chang Alternative Projection of the World Energy Consumption
Paper Jinsoo Lee -in Comparison with the 2010 International Energy Outlook
Working 12-09 Hyeok Jeong The Price of Experience
Paper
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\K;(;rrl)(:rlg 12-10 Hyeok Jeong Complementarity and Transition to Modern Economic Growth
Working Yu Sang CHANG When Will the Millennium Development Goal on Infant Mortality Rate Be Realized?
Paper 13-01 Jinsoo LEE Projections for 21 OECD Countries through 2050
pe Hyuk Ju KWON ojections fo ountries throug
Workin Stronger Property Rights Enforcement Does Not Hurt Social Welfare
£ 13-02 Yoon-Ha Yoo -A Comment on Gonzalez’ “Effective Property Rights, Conflict and Growth (JET,
Paper 2007)"-
Working 13-03 Yu Sang CHANG Will the Stop TB Partnership Targets on TB Control be Realized on Schedule?
Paper Changyong CHOI - Projection of Future Incidence, Prevalence and Death Rates -
Working 13-04 Yu Sang CHANG Can We Predict Long-Term Future Crime Rates?
Paper Changyong CHOI — Projection of Crime Rates through 2030 for Individual States in the U.S. —
\K;(;rrl)(:rlg 13-05 Chrysostomos Tabakis Free-Trade Areas and Special Protection
\K;(;rrl)(:rlg 13-06 Hyeok Jeong Dynamics of Firms and Trade in General Equilibrium
\K;(;rrl)(:rlg 13-07 Hyeok Jeong Testing Solow's Implications on the Effective Development Policy
\K;(;rrl)(:rlg 13-08 Jaeun SHIN Long-Term Care Insurance and Health Care Financing in South Korea
Working 13-09 lichong Nam Investment Incentives for Nuclear Generators and Competition in the Electricity Market
Paper of Korea
\K;(;rrl)(:rlg 13-10 Ilchong Nam Market Structure of the Nuclear Power Industry in Korea and Incentives of Major Firms
Working 13-11 Ji Hong KIM Global Imbalances
Paper
\K;(;rrl)(:rlg 14-01 Woochan KIM When Heirs Become Major Shareholders
\K;(;rrl)(:rlg 14-02 Chrysostomos Tabakis Antidumping Echoing
; - : P
Working 14-03 Tu Ho Lee Is Ko.rea Number One 19 Human. Capital Accumulatlen. :
Paper Education Bubble Formation and its Labor Market Evidence
\K;(;rrl)(:rlg 14-04 Chrysostomos Tabakis Regionalism and Conict: Peace Creation and Peace Diversion
Working Making Education Reform Happen:
Paper 14-05 JuHo Lee Removal of Education Bubble through Education Diversification
Working 14-06 Sung Joon Paik Pre-employment VET Investment St.rategy in Developing Countries
Paper - Based on the Experiences of Korea -
Working JuHo Lee From Multiple Choices to Performance Assessment:
Paper 14-07 Josh Sung-Chang Ryoo Theory, Practice, and Strate
P Sam-Ho Lee Y, ’ &y
Working . Changes in the effect of education on the earnings differentials between men and women
Paper 14-08 Sung Joon Paik in Korea (1990-2010)
Working 14-09 Shun Wang Social Capital ar.ld Rotating Labpr Associations:
Paper Evidence from China
Workin Recasting the North Korean Problem:
Pa erg 14-10 Hun Joo Park Towards Critically Rethinking about the Perennial Crisis of the Amoral Family State
P and How to Resolve It
\K;(;rrl)(:rlg 14-11 Yooncheong Cho Justice, Dissatisfaction, and Public Confidence in the E-Governance)
\K;(;rrl)(:rlg 14-12 Shun Wang The Long-Term Consequences of Family Class Origins in Urban China
\K;(;rrl)(:rlg 14-13 Jisun Baek Effect of High-speed Train Introduction on Consumer Welfare
\K;(;rrl)(:rlg 14-14 Jisun Baek Effect of High Speed Trains on Passenger Travel: Evidence from Korea
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\K;(;rrl;l:rrlg 15-01 Tae-Hee Choi Governance and Business Ethics - An International Analysis
Working 15-02 Jisun Back The Impact of Improved Passenger Transp.ort System on Manufacturing Plant

Paper Productivity
Working 15-03 Shun Wang The Unintended Long-term Conseguences of Mao’s Mass. Send-Down Movement:

Paper Marriage, Social Network, and Happiness
Working . Information and Communication Technology and the Authoritarian Regime:

Paper 15-04 Changyong Choi A Case Study of North Korea
Working 15-05 Wonhyuk Lim AIIB Business Strategy Decisions:

Paper William P. Mako What Can It Do Differently to Make a Difference?

Ju-Ho Lee
Working Kiwan Kim . . . .
i - - ?
Paper 15-06 Song-Chang Hong Can Bureaucrats Stimulate High-Risk High-Payoff Research?
JeeHee Yoon
\K;(;r;?g 15-07 Seulki Choi Geographical Proximity with Elderly Parents of Korean Married Women in 30-40s
Working 15-08 Tacjun Lee An Analysis of Retirement Financial Service ITrov1(i.ers Approach to Using Websites to

Paper Augment Consumer Financial Acumen
\K;(;r;?g 15-09 Sung Joon Paik Education and Inclusive Growth — Korean Experience
\K;(;r;?g 15-10 Sung Joon Paik Policies to Attract High Quality Foreign Students into Korea
Working |5 1, Changyong Cho 3% ODA A 2F 0] 1l B4 %] 2] 3-5-A}S) (KSP) Abal & 7

Paper June Mi Kang
Working WooRam Park - . . .

Paper 15-12 Tisun Back Firm’s Employment Adjustment in Response to Labor Regulation
Working Jisun Baek . . .. .

Paper 15-13 WooRam Park Higher Education, Productivity Revelation and Performance Pay Jobs
Wl,‘j;‘;?g 15-14 Sung Joon Paik DG FENY UE D TF - B A - A Al 24
Working 15-15 Sunme Lee Exploring Utility, Attitude, Intention to Use, Satisfaction, and Loyalty in B2C/P2P Car-

Paper Yooncheong Cho Sharing Economy
\K;(;r;?g 15-16 Chrysostomos Tabakis Endogenous Sequencing of Tariff Decisions
\K;(;r;?g 15-17 Tae Hee Choi Business Ethics - Evidence from Korea
Working 16-01 Hyeok Jeong Korea’s Age-Skill Profile from PIAAC: Features and Puzzles

Paper Ju-Ho Lee

M. Jae Moon
Working Ju.-Ho Lee Skills and Wages of Public Employees
Paper 16-02 Jin Park Investigating Korean Bureaucracy through PIAAC
P Jieun Chung gating o &
Jung Hee Choi
Working 16-03 Taciun Lee The Role of Psychological Processing and Government-Public Relationship in
Paper L Managing the Public’s Communicative Actions of Problem-Solving
Working Shun Wang o
- 9
Paper 16-04 Wenia Zhou Do Siblings Make Us Happy?
Junghee Choi
Working Booyuel Kim . .
Paper 16-05 Ju-Ho Lee The Impact of Project-Based Learning on Teacher Self-efficacy
Yoonsoo Park
Working 16-06 Hun Joo Park Glocalization, Brain Circulation, and Networks: Towards A Fresh Conceptual
Paper In Wan Cho Framework for Open Human Resource Development System in South Korea
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Working 16-07 Changyong Choi Economic Reform and Export-Oriented Industrialization: An Applicable Model for
Paper Balazs Szalontai LDCs?
Jaehyun Jung
Working 16-08 Booyuel Kim Long-term Effects of Male Circumcision on Risky Sexual Behaviors and STD
Paper Hyuncheol Bryant Kim Infections: vidence from Malawian Schools
Cristian Pop-Eleches
Working Collusion in a telecom market in which the entrant raises the price in return for a
16-09 Ilchong Nam . . . .
Paper discount in interconnection charges by the incumbent
\X;(;r;?g 16-10 Ji Hong Kim New Direction of Industrial Policy in Korea
Workin Ju-Ho Lee
Pa erg 16-11 Ho-Young Oh An Empirical Analysis on the Geography of Korea’s High-Tech Jobs and Start-Ups
P Sang Hoon Jee
\X;(;r;?g 16-12 Shun Wang Business Cycles, Political Connectedness, and Firm Performance in China
Working . . A Study on the Korean Family Structure through Daegu Family Registry 1681~1876;
16-13 Seulki Choi . ..
Paper Pre-modern Nuclear Family Theory revisited
\X;(;r;?g 16-14 Siwook Lee International Trade and Within-sector Wage Inequality: the Case of South Korea
Workin Dawoon Jung
Pa erg 16-15 Booyuel Kim The effect of health facility births on newborn mortality in Malawi and Ethiopia
P Hyuncheol Kim
Workin Booyuel Kim
Pa erg 16-16 Hyuncheol Kim Peer Effects in the Demand for Male Circumcision
P Cristian Pop-Eleches
Working 16-17 Jisun Baek How Does the Impact of Tobacco Control Policies Change Over Time?: Evidence from
Paper WooRam Park South Korea
Working 16-18 Gae Hee Song The Role of NGOs in Settling North Korean Migrants into South Korean Society:
Paper Soonhee Kim Perceived Assistance and Realities
Working 16-19 Soonhee Kim Citizen Participation and Transparency in Local Government: Does Online or Offline
Paper Jooho Lee Participation Matters?
Workin Junesoo Lee
Pa erg 16-20 Yvonne D. Harrison Nonprofits Dealing with Adversity through Failure Management
P David F. Andersen
Working Baybars Karacaovali . . .
Paper 16-21 Chrysostomos Tabakis Wage Inequality Dynamics and Trade Exposure in South Korea
Working 16-22 Tunesoo Lee Creating Retrospective and Prospective Strategies Dealing with Failures through Failure
Paper Management
Worki . . . . .
P(;rpel?g 16-23 Sung Joon Paik Financing Skills Development — Korean Experience
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