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 WORKSHEET 2: IDENTIFYING CONTEXT-SPECIFIC RISK FACTORS

What it is: Context-specific risk factors are those with possible or likely explanatory power with respect to observed price changes. While regression analysis can be used to quantify the relationships between price changes and explanatory variables, this is beyond the scope of MARKit. This worksheet provides guidance on how to do this qualitatively. 

How to identify context-specific factors: 

1. Using available information (from market assessments and baselines, lessons learned from previous projects, key informant interviews, etc.), brainstorm factors that could have an impact on market functionality and prices in the markets covered by your monitoring system, and for your selected commodities. List these factors in the first column of the table below.
2. For each factor, describe the anticipated impact on prices (increase, decrease, etc.).
3. Indicate the likely severity of price impacts. If this risk factor occurs, is it likely to have a small, medium or large impact on prices?
4. What is the likelihood this risk factor will happen?  Does it happen cyclically or seasonally? Frequently or infrequently?
5. What is the scope of the risk factor? Is it typically specific to certain locations (e.g. remote areas with poor infrastructure, coastal monsoon-affected areas) or widespread (e.g. national)? Does it affect specific-commodities (e.g. crop disease, milling shortages) or all commodities (e.g. road conditions)?
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How to interpret: 
After completing the table, select those risk factors that are likely to occur and/or have a high impact on prices. Evaluate whether regular monitoring of these factors / indicators will result in net time-saving or loss. In other words, will the time spent regularly collecting and analyzing these indicators be more or less than the time it would take to investigate these factors on an ad hoc basis (i.e. each time a price change is observed)?

The table below presents a list of context-specific risk factors that you may want to incorporate into your regular monitoring to facilitate analysis.


	Context-specific risk factors
	

	· Vendors’ stock levels
· Lead time needed to replenish or double stocks
· Volumes procured per unit of time
· Number of consumers per vendor
· Average value of purchases
· Physical access to markets
· Number of actors
· Production levels
· Climate/weather

	· Volume traded per actor
· Vendor access to supply routes
· Number of transporters
· Price of transportation
· Price of fuel
· Global prices
· Exchange rate (between international and local currencies)
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