Attachment A.
Scope of Work

This attachment describes the BBC Research & Consulting (the “contractor”) team’s scope of work for developing a common economic framework for the Western Regional Air Partnership (WRAP). The contractor will undertake an approach consisting of 10 steps. This approach is illustrated in Exhibit I-1 on the following page. This approach is designed to accomplish three goals which encompass the objectives defined by the WRAP in the RFP:

· Provide a generalized, common economic analysis framework which pulls together the various elements of economic analysis into a consistent overall approach and avoids the perils of omitting or double counting key aspects of the analysis. The generalized framework will not provide extensive detail regarding each component.


· Focus the resources of this study on key aspects of the analysis that are particularly challenging and/or controversial.

· Allow for WRAP review and input at key junctures of this endeavor.

The following is a more specific description of each of the 10 tasks for this effort.  This attachment concludes with a more specific discussion of anticipated deliverables.

Task 1. Project Initiation Meeting

Objective. Discuss and establish a clear mutual understanding of the objectives of this assignment from the WRAP EAF's standpoint, the contractor’s approach and deliverables, key milestones and points of contact during this endeavor.
Approach and Methodology. At the outset of this project, the contractor will have a face to face meeting with the WRAP's designated project manager for this effort and other key EAF representatives to establish a clear line of communication for the duration of the study. The WRAP representatives will provide the contractor with their full views on the context and expectations for this assignment. The scope and schedule will be jointly reviewed to identify any particular concerns that need to be addressed or modifications that may be needed.
Outcomes. Clearly defined expectations and lines of communication, mutually agreed upon refinements to the scope and schedule, if necessary. 
Exhibit I-1.
Overview of Approach to
Developing Framework for WRAP Economic Assessments
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Task 2. Preliminary Literature Review

Objective. Review of literature needed to define and support the outline of a generalized framework, as described in Task 3.
Approach and Methodology. The contractor will compile and review the extensive library of recent documents related to economic analysis of air quality regulations that it has developed previously in our South Coast and SAMI work. The contractor will supplement this library, as necessary, to address additional dimensions and issues of relevance to the WRAP. 

Types of reports, studies, articles and books that will be particularly relevant at this stage will include: 

· Guidance documents for conducting economic assessments (such as those produced by EPA's Office of Air Quality Planning and Standards as well as other Federal, state and local agencies).
· High quality examples of economic assessments produced by other regulatory agencies (again, likely including both national studies conducted by EPA and local/regional studies conducted by others such as SAMI, the California Air Resources Board, South Coast Air Quality Management District, etc.)
· Previous work conducted by the WRAP.
There is additional literature that more specifically addresses individual issues that may be of key interest to the WRAP. The supplemental literature review, focused on these issues, will be conducted in Task 5 — following final determination of the special topics to be addressed in this endeavor. 

Outcomes.  Literature reviewed in Task 2, and later in Task 5, will be described in a narrative literature review as described under deliverables at the end of this attachment.  All literature reviewed for this endeavor will also be fully documented in standard bibliographic form. In addition, the contractor will reference these materials, as appropriate in the other written documents produced in subsequent tasks.
Task 3. Overview of Types of Economic Analysis/Generalized Framework Outline

Objective. Develop summary descriptions of the various types of economic analysis and their application to assessing air quality management efforts, suitable for a general audience. Outline a recommended common framework for economic analysis by WRAP members, including identification and brief description of each component. The framework will be designed to help WRAP members avoid omitting or double counting important elements of the costs or benefits of air quality management activities.
Approach and Methodology. Based on the literature review conducted, the contractor will draft a writeup describing the varied types of economic analysis — ranging from computable general equilibrium models to narrower and more specific approaches such as economic impact analysis. The writeup will describe how these varied approaches may apply to evaluating air quality management approaches, identifying advantages and disadvantages of each approach.

Following the overview of the varied types of economic analyses, the next portion of the writeup will describe a preliminary, recommended common framework for the WRAP. The framework will identify, briefly describe and place in appropriate overall context, the components of economic analysis that would likely be included in a cost, benefit and distributional impact analysis of new regulations or measures designed to improve regional air quality. The contractor anticipates that the framework outline will also include flowcharts to describe the process and the manner in which the components relate to one another.

Both the description of the varied types of economic analysis and the framework outline will be referenced, as appropriate, to the documents reviewed in Task 2. This will allow readers to further investigate areas of particular interest to them, if desired.
Outcomes. The contractor will produce a draft interim working paper that contains the overview of varied types of economic analysis and the outlined of the common framework. The working paper will also provide our initial recommendations for special topics to be explored in greater detail in subsequent tasks.  If feasible, the working paper may also include preliminary insights regarding the application of the common framework to a conceptual case study.  The working paper will be provided to the WRAP for review and discussion in the following task.
Task 4. Second Meeting (Interim Workshop)/Identification of Special Topics

Objective. Face to face review of the draft framework outline at a workshop of EAF members and other participants recruited by the EAF. Develop a mutually agreed upon list of "special topics" for more detailed evaluation and guidance development in subsequent tasks.  Identify air quality management strategy for conceptual case study, if possible at this stage.

Approach and Methodology. The contractor will lead a workshop with the EAF and other participants the EAF recruits to discuss the draft working paper developed at the conclusion of Task 3 and the proposed list of special topics. The contractor will seek to identify any significant concerns of the participants concerning the framework outline. 

Most importantly, the contractor will seek agreement on the list of special topics to be explored in detail in subsequent tasks. Given the limited study resources (in terms of both time and budget), the number of special topics must be limited in order for the remaining tasks to explore the issues in enough detail to be satisfactory to WRAP participants that will subsequently undertake economic assessments. The contractor is, however, amenable to substituting alternative issues suggested by the WRAP for any of the issues identified as preliminary possibilities.

The special issues for further exploration should include some of the most challenging and contentious areas of economic analyses of air quality management strategies. The contractor can identify the following initial list of special topics for EAF consideration. The EAF and contractor may jointly modify this list.

1. Analysis of economic effects for geographic areas other than states (e.g. sub-state areas or tribal lands)

2. Estimation of secondary (indirect and induced) economic impacts

3. Evaluation of fiscal (government revenue and expenditure) effects

4. Assessing effects on industry competitiveness or "health"

5. Evaluating non-traditional programs to improve air quality (e.g. incentive or market-based approaches)

6.
Estimating economic benefits of air quality improvements (e.g. visibility, health, infrastructure life, etc.)
Outcomes. Identification of any significant changes needed in the framework outline to address the WRAP's needs. Agreed upon list of special topics for subsequent examination.
Task 5. Supplemental Literature Review

Objective. Gather and review additional, state of the art (and state of the practice) literature on special topics agreed upon in previous task. This information will be used in subsequent tasks.
Approach and Methodology. The contractor will compile and review both theoretical literature and applied examples from previous studies specifically related to the special topics. This will include the contractor’s extensive collection of in-house materials, supplemented with additional literature from regulatory agencies (e.g. EPA, Census Bureau, US Small Business Administration, GAO, CARB, etc.) and other sources (such as Resources for the Future, academic and trade association studies). The literature that is examined in this task will be more narrowly focused and more detailed than the documents reviewed in Task 2.
Outcomes. The literature review that was begun in Task 2 will be supplemented with the additional studies reviewed in Task 5. Most importantly, the supplemental literature review will serve to identify and describe appropriate approaches to dealing with each of the special topics, including the strengths and weaknesses of alternative methods, the assumptions and the data sources they require and the level of measurement they can provide. 
Task 6. Draft of Framework Writeup

Objective. Complete a working draft of the common framework for economic analysis. This draft will likely be subsequently modified and enhanced as Task 7, the conceptual case study, is completed. 
Approach and Methodology. The contractor will supplement the information developed in the interim working paper with detailed discussions of the special topics based upon the preceding task. These discussions will include identification of common data sources and evaluation of the strengths and weaknesses of alternative approaches to each special topic, as well as discussion of the precision, or uncertainty, inherent in the economic analysis. 
Outcomes. An internal, working draft of the common framework for economic analysis. This document will be the core of the eventual final report, to be supplemented and improved upon throughout the remaining tasks.

Task 7. Conceptual Case Study

Objective. Describe the application of the common framework for economic analysis to an actual proposed or existing WRAP strategy. Use the case study to refine the framework description. Identify the resources required to actually conduct the assessment.
Approach and Methodology. The contractor will take an issue, mutually agreed upon by the EAF, and conceptually work through the application of the common economic framework. 

The EAF will provide as much information as available concerning the case study (e.g. how the regulation/program/strategy was to be applied, identification of parties subject to the strategy, information about control costs and projected benefits in terms of visibility, health or other metrics, etc.). The contractor will then describe the processes involved to apply the framework to the case study issue.

The contractor will also provide a discussion of the estimated resources needed for each component of the framework, and the types of resources required (e.g. staff time, purchasing data sets or models, etc.) to actually analyze the case study issue. In the final report, the contractor will supplement the description of the resources required to analyze the case study issue with discussion of the factors that may cause the resource requirements to be larger or smaller depending on the nature of the regulation or program under evaluation. 
Outcomes. Documented conceptual application of the common economic framework to a case study regulation/program. Refinements to the common economic framework based on the case study. Estimates of resource requirements for conducting the actual analysis of the case study regulation/program.
Task 8. Draft Final Report

Objective. Complete draft of final report and provide to EAF for review. 
Approach and Methodology. The contractor will compile and assemble the draft final report from the documents developed in previous tasks. The report will include at least the following elements:

· Overview and discussion of varied types of economic analysis

· Generalized common framework for economic analysis

· Detailed discussion of special topics

· Conceptual application of the framework to a WRAP case study issue or strategy

· Resource requirements

· Bibliography of relevant literature

The final report will contain flowcharts and other graphic means of presentation, wherever possible, to improve readibility and ease of use.  The narrative will be developed in terms accessible to air quality specialists, but useful to economists.
Outcomes. Draft final report provided to WRAP for review.
Task 9. Third Meeting with EAF

Objective. Face to face discussion of draft final report. Identification of changes needed between draft and final versions.
Approach and Methodology. The contractor will facilitate a workshop with the EAF to discuss the draft final report and will identify any areas needing modification or further clarification in the final report.

As noted throughout this proposal, methods and assumptions used in conducting economic assessments of air quality management efforts can be controversial and can sometimes become politicized.  There may be differing views regarding specific components of the framework and some of the special topics addressed in this work.  Given the potential for fundamental differences in viewpoints, the contractor cannot guarantee resolving such differences.  However, alternative viewpoints will be noted in the final report. 
Outcomes. EAF feedback concerning the draft report and input concerning any necessary modifications will be obtained. This will guide modifications to the final report.
Task 10. Final Report

Objective. Complete final report and provide to EAF.
Approach and Methodology. The contractor will make modifications to the draft final report based on input from the EAF in the preceding task. The contractor will develop an executive summary which the WRAP can use, if desired, as a stand alone document in addition to the complete report. The contractor will provide the EAF with up to 20 paper copies of the final report as well as an electronic version in Portable Document Format (PDF). Additional paper copies will be provided, if desired, for a supplemental copying charge. 

Outcomes. Completion of final report, provision of copies to the WRAP, contract completion.

Further Description of Anticipated Deliverables 

Overall structure.  The final report will be compiled from the interim work produced during this project, as edited in response to EAF reviewer comments and discussions.  There will be four primary components to the report, along with appropriate introductory, overview and concluding discussions.  The four primary aspects include:  the general framework for economic analysis, special topics, a conceptual case study and anticipated resource requirements for performing economic assessments, and the literature review.  It is expected that about 1/3 of the final report will describe the general framework, about 1/3 will be devoted to the special topics and the remaining 1/3 will be devoted to the other aspects mentioned above.  

General framework for economic analysis.  This portion of the final report will provide an overall structure for the analyses and a discussion of the primary issues and components involved in conducting economic assessments of air quality management strategies.  The contractor will give at least as much attention to the benefits of air quality improvements, which are sometimes more challenging to quantify in economic terms, as to the costs.  The issues/components in the general framework will be described based on the preliminary literature review (Task 2) and prior study team experience.  The description of these issues/components will include primarily a description of the component (what it is, why is it included, what information it conveys, how it relates to other aspects of the framework) and, where applicable, identification of impact measures, general description of analytical approaches and identification of potential data sources.  At this level, alternative data sources and analytical methods will be discussed and comparatively evaluated only to the extent possible based on the review of guidance documents and prior regulatory assessments examined in the preliminary literature review and on the basis of prior study team experience.  

For visualization and planning purposes, the general framework may include 15 to 20 primary topic areas (issues and components), with a page or two typically devoted to describing each one.  An initial, perhaps somewhat abbreviated, version of the general framework will be provided to the EAF prior to the Task 4 Second Meeting (Workshop).  A completed version, including changes made in response to WRAP feedback on the initial version, will then be provided in the draft final report produced at the conclusion of Task 8.

Special topics.  This portion of the final report will provide a more detailed discussion of up to six more challenging special issues involved in conducting economic analysis.  In addition to the type of information contained in the general framework discussion of issues and components, those elements included in the special topics will be described in greater detail in terms of the nuances and challenges of performing the analysis -- the detailed "how to" aspects.  The description and comparative evaluation of data sources, key assumptions and modeling approaches will also be more detailed.  The research foundation for the special topics will include more specialized literature examined in the supplemental literature review (for example, past journal articles comparing various off the shelf input-output and econometric models for estimating secondary economic impacts might come into play here).  

The contractor expects the level of effort devoted to each special topic to be about three times the effort devoted to that topic/issue if it were only included in the general framework.  The description of each special topic in the final report will run two to five pages long, as necessary.  The initial draft of the write-up of special topics will be included in the draft final report for the EAF's review.

Other key aspects.  The other main sections of the final report will include the conceptual case study, estimated resource requirements for conducting economic assessments and the literature review.  

The literature will be organized by topic area, perhaps in the form of answers to key questions, and be narrative in nature.  This portion of the report, which will be usable, if desired, as a stand-alone resource guide, will also include standard bibliographic citations.  In writing the literature review, the contractor will highlight key features of each piece of literature as they respond to the topic area or key question.  It is anticipated that the literature reviewed in Task 2 and Task 5 will generally fall into four categories:  guidance documents, applications or prior economic assessments of regulations/programs, methodological evaluations and literature responding to the special topics that may not fall distinctly into one of the three preceding topics.  For prior examples of regulatory economic assessments, and other literature as applicable, the contractor will describe data sources, key assumptions, analytical tools used and measures developed.

Overall, it is anticipated that the combined discussions of the conceptual case study, resource requirements and the annotated bibliography may run about 25 to 50 pages in the final document.  This material will be included in the draft final report for EAF's review and comments.

Project Management Approach

Important aspects of project management for this study include both quality control and timely communication. This scope of work includes three face to face meetings with the WRAP and necessary interim communications, likely via conference calls, as required.

The contractor’s project manager will be Doug Jeavons, a BBC Managing Director and co-leader of the firm's natural resource and environmental economics practice. Mr. Jeavons will be the study team's primary point of contact with the WRAP during this endeavor on both administrative and substantive topics. Lloyd Levy, a senior BBC Associate with many years of experience in economic impact analysis, will be the assistant project manager for the BBC study team. Mr. Levy will join Mr. Jeavons in attending face to face meetings with the WRAP and will provide a fully informed, secondary point of contact to ensure that any important need for interim communication between the WRAP and the BBC team can be immediately satisfied. BBC will also execute a subcontract with Dr. Michael Mueller, who will assist the team by providing input and review and, particularly, assisting in special topic evaluations related to quantifying economic benefits from air quality management. Dr. Mueller has considerable experience with the WRAP through his tenure on the Colorado Air Quality Control Commission.

� If the conceptual case study can be agreed upon prior to this task, the contractor may be able to offer some additional insights at the workshop concerning the application of the general framework to the conceptual case study.  Alternatively, if necessary for the WRAP, the case study policy/program/strategy can be identified somewhat later in the process but should be identified prior to completion of Task 6.
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