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OPEN INVITATION TO TENDER
AO/RPA/GUTCH-PDE/VET-Macroeconomic-benefits/010/09

‘Macroeconomic benefits of vocational education and training ’
REQUEST FOR CLARIFICATION Nr. 1 (RS/PRO/2009/762)
One participant to the call has requested the following clarifications:
Question 1 from the participant:
We have done modeling work in the recent past concerning the optimum long term mix of generic and specific education and training in an endogenous growth context with innovation and creative destruction. Similarly, we have done multi-sectoral growth modeling work for the short, medium- and long-term as well, using notions from endogenous growth theory, and combining them with a dynamic labour market flow system linking the demand for labour specified in terms of types of jobs, to the supply of labour by skill allowing for various kinds of labour market policies. 

In the context of the call for tender we were thinking of merging both kinds of models outlined above, since in both types of models education and training decisions are central and critical factors in determining the macro-performance of the economies under consideration. However, having read your proposal carefully, it seems to us that you have a very specific modeling approach in mind, as described under point 5 on page 14. Under point 5 you seem to be starting from an already existing macro-model/module, to which you add a post-recursive VET module, the outcomes of which you then use to 'shock' the macro-module, presumably through add-factors in the macro-model. The reason why we think that you have an existing macro-(econometric-)-model in mind, is that you have a long list of macro-economic variables that you want information about, whereas we did not find a reference to the sectoral dimension which is of the utmost importance in determining the macro-economic impact of VET.

However, using this particular set-up, the macro-economic effects of VET necessarily have the nature of a set of assumptions (namely the assumptions translating VET module outcomes into macro-economic add-factors) rather than conditional measurements of the 'true' benefits of VET needed for VET policy making. But that is hardly a theoretically satisfactory approach, even though it is a highly practical approach, I must admit. Still you seem to warn us for following other approaches (see the text at the top of page 15 within the rectangle), in which VET is the explicit core of the model, rather than a post-recursive afterthought. Obviously, with VET at the core, some of the variables in your wish-list would not be explicitly covered, like FDI or the balance of payments. Some variables would get no or less emphasis, even though the productivity effects of alleviating specific shortages on the labour market would no doubt be more favorable for the one sector than for another, thus allowing us to make inferences about such things competitiveness, for example.
Cedefop clarification 1:
The tender specifications list the variables of interest to Cedefop in this research. It is one of the tasks of this research to build the (not already existing) empirical model which links these variables.

In accordance with point 2.5-Method, 5) of the tender specifications, three alternative methodological strategies are listed for addressing the researched issue:

- estimate the whole empirical model; or

- estimate only part of the empirical model and simulate the remainder; or

- propose any other approach soundly justifying its superiority for reaching the research objectives.

None of these strategies is mandatory. It’s up to the tenderer to choose the most appropriate to them, i.e. to follow a way which is more practical or methodologically cleaner. However, as per point 2.5 – Method, 5), step 2 of the tender specifications, in case simulation is used, the coefficients adopted have to be based on previous research as described in the literature of the field.

The tender specifications do not detail all possible scientific methods which researchers might mobilize to perform this research: sectoral decomposition, Cobb-Douglas/CES/translog functions, and so on. It is up to each tenderer to develop, propose and justify their own approach, which may or may not include a sectoral dimension. What is important is to propose and justify a convincing strategy able to address successfully the research question.

Question 2 from the participant:
Which of the variables of your wish-list on page 14 do you want the model to cover explicitly?

Cedefop clarification 2:

As stated in point 2.5 – Method of the tender specifications, the list of outcome variables to be covered is as follows : employment; unemployment; earnings; productivity; inflation; domestic investment; imports, exports; trade surplus; foreign direct investment; balance of payments; GDP growth; innovation performance; and economic competitiveness. The higher the number of these variables included in the analysis, the larger its scope. It is up to the tenderer to clearly and convincingly justify why they would not address all the requested variables. But, all things being equal and as per point 5.1, award criteria 2, sub-criteria 2.1 of the tender specifications, the offer with the larger scope will be given advantage.

As per point 2.5 – Method, 5) of the tender specifications, tenderers opting for the simulation-based strategy are invited to choose the variable linking the educational module and the macroeconomic module in the following list: employment, unemployment, earnings and productivity. They may choose more than one linking variable. They also may choose the linking variable(s) out of this list, provided that they justify in what this would be a better approach. 
Question 3 from the participant:
Do you want a sectoral dimension or not, and if so, what is the minimum level of sectoral detail you want?

Cedefop clarification 3:

Sectorality as such is neither the objective nor the core issue of this research, and does not belong to the set of evaluation criteria. In accordance with point 2.5 – Method, 5) of the tender specifications, tenderers are free to rely on it or not. If they do, it is up to them to decide which degree of sectorality to introduce.
Question 4 from the participant:
Is it true that you do not want a structural model with VET at its core?
Cedefop clarification 4:

No, it is not true. You can propose a structural model. But once again, any alternative proposal has to be duly justified (see the above and point 2.5 – Method, 5) of the tender specifications).
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