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The Effects of Education and Training on Labor Productivity of the
Leading Firmsin Busan

Ha Bongchan* - Choi Hong Bong**

Abstract : The purpose of this paper is to analyze the effects of education and training on labor
productivity of the leading firms in Busan during the period of 1999~2000. In order to control for
firm heterogeneity and the endogeneity problem of education and training, we employed fixed
effects model and 2SLS. Our empirical results showed that firms expenditures per capita on
education and training were positively correlated with their labor productivity.

We also tested whether the effects of education and training on labor productivity vary with firm
size or across industries. It is shown that, while firm size makes no statistical differences, the effect
of education and training on labor productivity is smaller in service industry than in manufacturing
one. From heterogeneous effect of education and training across industries, we could infer that
policies to support various education and training programs in service industry are needed to be
reinforced to improve the competitiveness of service industry.
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