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ABSTRACT

‘New Universities for Regional Innovation(NURI)’ is a financial aid program designed to
promote the development of universities as a major component of Regional Innovation System
(RIS). In particular, this program emphasizes the role of regional universities to provide the
qualified graduates for the regional economy. This paper is to evaluate the effect of NURI,
focusing on the change of graduates’ employment. The effect of the program can be evaluated
by the quality of graduates’ accumulated human capital, and graduates’ employment
performance represents the graduates’ quality evaluated in the labor market. This is also
believed to be a good performance indicator of the NURI program.

We utilize the graduate employment survey of Korean Educational Development Institute
(KEDI), and calculate the graduates’ employment rates of the departments that received the
financial support of NURI (treatment group). We also calculate the graduates’ employment
rates of the departments that applied for the support of the NURI program but were not
selected (comparison group). By using difference-in-differences method, we compare the change
of graduates’ employment rates in treatment and comparison groups before and after the
program came in effect.

Compared with the employment rates in 2004 before the NURI program started, the
graduates employment rates improved in both groups in 2005 and 2006. The improvement of
the employment rates in the treatment group is larger than that in the comparison group.
Moreover, the difference of improvement gets larger in the year 2006 than in 2005, which
means those students who were affected more years by the NURI program are more likely to
be employed. However, the difference is not statistically significant, and we cannot definetely
conclude that NURI showed the desired effect on the quality of the college graduates. We
calculate employment rates in two ways; whether to treat going on to graduate education as an
employment or not. The result was qualitatively the same in both cases.

We also tracked quality of employment by investigating the firm size where the graduates
of the treatment group were employed. By utilizing data from the Employment Insurance Fund,
we measure the firm size by the number of employees. We did not find any deterioration of
employment quality between 2005 and 2006, though it deteriorates in 2007. Therefore, the
improvement of employment rates until 2006, though not statistically significant, does not seem
to come at the cost of employment quality.

The interpretation of this result cannot help being very limited. First, this evaluation covers
such a short time period. It only covers two years after the program started, 2005 and 2006.
Second, the extent of the improvement in employment rates is not satisfactory considering the




ABSTRACT

amount of financial support, even though it can be argued that the employment has improved
since the inception of the program. Subsequent evaluation of the program is required to certify
the NURI programs’ longer term effectiveness.
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{Table 2> Support Programs by Project Group Type

Type Purpose

Subsidy amount
(hundred million Required participants
won)

Human resource development
for the regional strategic sector

Provincial government and firms

Large . . 30~50 (10% matching fund provided
according to 5-year national .
by the provincial government)
balanced development plan
_ Human resource development in Regional government or firms
Medium | various disciplines including 10~30 (5% matching fund)
humanities and social sciences
to provide foundations for One or more outside
Small 10

regional economy

organization
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<Table 3> Active Project Groups Selected in 2004 (Treatment Group)

Large Medium Small Total
Gangwon 3 2 3 8
Gyeongnam 2 2 5 9
Gwangju/Jeonnam 4 3 8 15
Daegu/Gyeongbuk 5 4 10 19
Daejeon 1 2 3 6
Busan 1 3 6 10
Ulsan 1 1 2 4
Jeonbuk 2 1 6 9
Jeju 1 1 2 4
Chungnam 2 3 4 9
Chungbuk 2 1 5 8
Total 24 23 54 101
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<Table 4> Non—selected Project Groups (Comparison Group)

Large Medium Small Total
Gangwon 0 10 19 29
Gyeongnam 2 9 22 33
Gwangju/Jeonnam 3 9 22 34
Daegu/Gyeongbuk 2 17 21 40
Daejeon 4 8 16 28
Busan 4 9 24 37
Ulsan 0 1 2 3
Jeonbuk 1 14 11 26
Jeju 1 1 0 2
Chungnam 2 18 34 54
Chungbuk 0 9 21 30
Total 19 105 192 316
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[Figure 1] Graduate Employment Rate — Nationwide
(2001—-2006)
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Note: Employment Ratel excludes going on graduate education from employment
while Employment Rate2 does not.
Source: Calculated by the authors using KEDI data.
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[Figure 2] Employment Ratel of Treatment and Comparison

Groups (2001 -2006)
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[Figure 3]
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{Table 5> Difference—in—Differences Regression Results

Dependent variable Employment rate 1 Employment rate 2
(1) Baseline (2) Region, program ®) (1) Baseline | (2) Region, program 3)
model types, es.tablishrren.t Fixed- model types, esftablishrren_t Fixed-ef
Specification types (national, public, | - gtfect types (national, public, | foct
private) controlled | 1\oqel private) controlled | 1\oqel
OLS WLS OLS WLS OLS WLS OLS WLS
-1.38 -2.74 1.59 .96 -.61 -1.93 191 121
Treatment group
(-0.69) | (-1.43) | (0.81) | (0.52) (-0.33) | (-1.12) | (1.07) | (0.73)
2005 (f|r3t year after 6‘86*** 5.46*** 6.97*** 5.50*** 6.94*** 6.17*** 4.99*** 6‘29*** 5.00*** 6.24***
treatment) (4.61) | (356) | (4.93) | (3.86) | (8.08) | (4.53) | (3.60) | (4.87) | (3.89) | (7.84)
2006 (second year |9:4L7** | 7.45%%% |Q.48xxx | 7,407 | 0 45xxx |8.25% %k | 6.61Fw | 8.31x** | 6,57+ | 8,26+
after treatment) | (5.33) | (4.87) | (6.71) | (5.21) | (10.93) | (6.06) | (4.78) | (6.44) | (5.11) | (10.29)
1.88 2.32 1.70 2.04 1.62 1.98 231 1.80 2.04 1.75
Treatment x 2005
(0.66) | (0.85) | (0.63) | (0.81) | (1.00) | (0.76) | (0.95) | (0.73) | (0.90) | (1.16)
2.65 3.83 2.55 3.93 2.24 2.49 3.77 2.38 3.76* 2.13
Treatment x 2006
(0.93) | (L41) | (0.94) | (1.55) | (1.36) | (0.95) | (1.54) | (0.96) | (1.66) | (1.39)
Obs. 1,059 | 1,059 | 1,059 | 1,059 | 1,059 | 1,059 | 1,059 | 1,059 | 1,059 | 1,059
}_32 0.06 0.04 0.15 0.18 0.06 0.05 0.04 0.15 0.18 0.06

Note: 1) t-statistics in parenthesis
2) *, ** *** means statistical significance in 10%,
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{Table 6> Descriptive Statistics

Variable Bracket Observations

less than 5 2,540
Number of employees at the 5~99 12,846
first job 100 ~ 299 4,983
300 or more 9,497
less than 25 13,031
Age at the time of getting the 25~ 29 16,377
first job 30 ~ 39 410
40 or more 48
lower than 2.0 80
20 ~ 30 4,480

GPA 3.0 ~ 35 10,057

35~ 40 12,099

higher than 4.0 3,190

Total 29,866

<Table 7> Graduation Time

Graduation Time Observations Ratio

Aug 2004 925 3.1%

Feb 2005 9,113 30.5%

Aug 2005 937 3.1%

Feb 2006 9,733 32.6%

Aug 2006 1,090 3.7%

Feb 2007 8,068 27.0%

Total 29,866 100%




S04 7B WSS BYOF B NgiBEAZYsNRIARS B2t | 177

(Table 8> The Size of the Firms Where Graduates Get Their First Jobs

Pooled OLS (Region and program
(Reg prog Fixed-Effect Model
types controlled)
@) ] ©) (4)
-772.89%** -666.88*** -385.01%** -281.04***
Female
(-9.92) (-8.64) (-4.63) (-3.39)
Age at the time of getting| -140.00*** -143.67%%* -93.32%** -96.97***
the first job (-8.78) (-9.08) (-5.81) (-6.08)
GPA -2588.93*** -2814.65%** -3429.75%** -3564.96%**
(-3.76) (-4.12) (-5.06) (-5.30)
629.64*** 652.63*** 740.79%** 752.36***
GPA squared
(6.14) (6.42) (7.34) (7.51)
. -1351.30%** -1208.36%**
Same region employment
(-22.23) (-19.99)
o 779.00%** 681.86*** 429.95%** 367.19***
Graduation in Aug
(6.61) (5.82) (3.71) (3.18)
o 81.45 19.98 32.52 -15.73
Graduation in 2005
(0.40) (0.10) 0.17) (-0.08)
o 97.64 5.76 82.16 6.71
Graduation in 2006
(0.49) (0.03) (0.42) (0.03)
o -219.26 -327.11 -284.77 -374.59*
Graduation in 2007
(-1.05) (-1.58) (-1.40) (-1.85)
R (RY 0.06 0.07 0.03 0.04
Observations 29,866 29,866 29,866 29,866

Note: 1) t statistics in parenthesis.
2) *, ** *** means statistical significance in 10%, 5%, 1% levels respectively.
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<Table 9> The Size of Employing Firms (Excluding Graduates in Aug)

Pooled OLS (Region and program
(Regi prog Fixed-Effect Model
types controlled)
@ 2 3) 4)
-T71.49%** -673.43%** -401.57*** -298.18***
Female
(-9.60) (-8.43) (-4.65) (-3.47)
Age at the time of getting | -138.53*** -142.46%** -9LTTH* -95.44%**
the current job (-8.47) (-8.78) (-5.55) (-5.81)
GPA -3485.30*** -3632.15*** -3960.11*** -4061.49%***
(-4.64) (-4.86) (-5.33) (-5.51)
750.23*** 762.54*** 812.01*** 818.82x**
GPA squared
(6.74) (6.90) (7.39) (7.50)
. -1274.07*** -1163.94***
Same region employment
(-20.25) (-18.55)
L 69.58 44.94 104.91 83.13
Graduation in 2006
(0.97) (0.63) (1.48) (1.18)
L -269.61*** -311.40%*=* -286.96%** -324.59%**
Graduation in 2007
(-3.58) (-4.17) (-3.87) (-4.40)
R (RY 0.05 0.07 0.02 0.03
Observations 26913 26913 26913 26913

Note: 1) t statistics in parenthesis.
2) *, ** *** means statistical significance in 10%, 5%, 1% levels respectively.
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