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Consumer Power Advocates (CPA) is an alliance of large not-for-profit institutions
located in New York. Our mission is to lower energy costs for our members through
representation in energy-related regulatory and legislative proceedings.
CPA was founded in 2001 and our membership is open to hospitals, universities, medical
schools, and cultural institutions. In total, CPA’s current and recent members employ
over 115,000 people. This represents 1.3% of all workers in New York State and 6.8%
of the jobs in the largest, non-government, industry sector, Educational and Health
Services. 1
CPA’s current member organizations include:
Fordham University
Mount Sinai Medical Center
Memorial Sloan-Kettering
Beth Israel Medical Center
St. Luke’s – Roosevelt Hospital Center
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Long Island College Hospital
New York Eye and Ear Infirmary
Montefiore Medical Center
NYU Medical Center
New York University
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What We Hope to Accomplish
The purpose of this testimony is to support the development of a new energy economic
development program in New York State. This program would have the following
characteristics:










A long term program that will be available for at least ten years.
Discounts would apply to electricity and gas and where applicable steam
purchased from regulated utilities.
The length of the benefits should be for a minimum of five to ten years plus a
phase out to full rates.
Existing PFJ, ECSP and other economic development program recipients who
may not qualify under the new program should receive their existing level of
benefits for at least three years after this program begins.
Non-profit institutions who demonstrate significant, comparable economic impact
and job growth must be fully eligible at a level equal to other sectors.
The requirements of the benefit must include job growth and job retention which
are verified and measurable.
The requirements must include a significant pledge to reduce energy usage that
requires benchmarking of the facility followed by a master plan to identify energy
conservation and greenhouse gas reductions.
The qualifications for receiving the benefits must be clearly discernible and
tangible so that organizations can determine whether their project will meet the
requirements of the program during the project planning stage.
The funding sources for this program should include low cost hydro-electric
resources that are located throughout the state. Low cost hydro-electric resources
located in a certain geographical area should not be considered local resources.
These sources of low cost energy should be fairly allocated among the entire state
and all eligible customers. If this occurred, NYPA would be able to offer
economic development power to its customers throughout the state at a cost which
is lower than the national average.

Our position in this matter is based on the facts and conclusions that can be derived from
the economic and social data we have examined. The basis of our conclusions is
summarized below.
Energy Outlook
The current state of deregulated energy markets is worsening the struggles facing these
institutions. Data for current and recent CPA members demonstrates that their collective
operating expenses total over $13 billion 2. An in depth review of five of our member’s
electricity budgets totaled over $82 million in 2008 3. The overall outlook for future
energy costs is even more troubling, as fossil fuel prices remain unpredictable and
heavily subjected to current foreign relations. In its 2009 annual outlook, the Energy
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Information Administration projects that oil prices by 2030 could reach $200 per barrel
amid concerns of large increases in demand and attempts to limit output by major
producing countries 4.
The nonprofit sector has an excellent track record in implementing many energy efficient
measures to control their overall usage. The healthcare and higher education sectors are
among the leaders in adopting energy efficiency programs and have joined many sector
based voluntary greenhouse emissions reductions initiatives. All of the CPA members are
amongst 30 universities and hospitals that have joined the plaNYC Mayor’s Challenge
and committed to reduce greenhouse gases by 30% by the year 2017.
The Changing Nature of Economic Growth in New York
According to John Sexton, president of NYU, New York,
“… from its birth as a Dutch harbor to the construction of the Erie Canal, was first
a gateway economy for the importing, manufacturing and distribution of goods.
When other cities surpassed New York as a port and manufacturing center, New
York became America's preeminent location for more modern forms of
commerce, focused on three crucial industries: finance, insurance and real
estate—what came to be called the FIRE sector of the economy.
Like the gateway economy, the FIRE sector flourished because of New York's
"locational advantage." In an economy fueled by the stock market, businesses
found real opportunity in being situated near the trading floor, allowing them to
conduct daily, and even hourly, transactions. Insurance followed finance, and real
estate thrived. The international impact of the FIRE sector combined with highpaying jobs propelled the city's growth and validated New York's claim as the
world's capital.” 5
As the 21st Century begins, we are now seeing a new dynamic for economic growth. The
cyber word of instant, long range communications has shifted thousands of jobs in the
FIRE industry across the United States and the world. Other industry sectors related to
healthcare, education, and culture are taking their place as the economic growth engines
of New York. Studies related to the sector called ICE (Intellectual, Cultural and
Educational) estimate that in 2007, these sectors contributed $47 billion to the local
economy an increase of 15% over 2005 and 62% since 1995. These investments are not
just coming from New York City as 45% of the 2007 contribution is upstate. 6 The
contributions include more than $20 billion from overflow revenue in addition to direct
campus revenue such as out of state students who bring revenue to New York.
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Since 1990, the ICE sector has had the highest percentage increase in employment, 45%
followed by Healthcare and Social Assistance at 39%. During this period Finance and
Insurance is down 14% and Manufacturing is down 40%. 7 The trend has continued. From
October 2008 to October 2009 the Educational and Health Services sector, the only major
sector to experience job growth, has added 44,300 jobs while the financial activities
sector declined by 35,600 jobs and manufacturing employment declined by 43,400 jobs. 8
As a whole in 2009, the nonprofit health and educations sectors continue to be the leading
non-government employment sectors. In October 2009, the Educational and Health
Services sector accounted for over 1.7 million jobs in New York State. 9
Overall, throughout New York State the Educational and Health Services sector accounts
for 20% of the workforce.
The nonprofit health and higher education sectors are linked so closely because they both
contribute to each other’s success by providing clinical experience to enable the
education of medical staff. Both are also leading players in scientific research,
development and deployment.
Many CPA Organizations Are PFJ Recipients
The members of Consumer Power Advocates have been long term recipients of the
benefits of the Power for Jobs program. They have used these benefits to retain and add
jobs as summarized below. Unfortunately, the PFJ program is one of the few that are
available for non-profit organizations and its discontinuance without replacement and
continued support to the nonprofit sector will have serious impacts on these institutions.
•

The total commitment made by current and recent CPA members under
the Power for Jobs program is 64,188 jobs. In total, these institutions
employ over 115,000 people and, in fact, many more jobs have been
created or retained than were originally pledged under the PFJ program. 10
This retention of jobs translates to 3,200 jobs per megawatt allocated
under their PFJ award.

•

A majority of our members have annual operating budgets in excess of $1
billion and as a whole, CPA represents over $13 billion in annual
operating expenditures. 11 Collectively, three of CPA’s members’ budgets
contain $109 billion allocated for energy expenditures. Of this, $109
billion over 48% is used for electricity expenses alone. Though the
economic and social impact of these institutions is certainly far reaching,
utility proposed rate increases, increased capacity costs, ancillary service
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expenses, and the potential for higher fossil fuel costs will only add to the
energy expense’s of these institutions and further their financial pressures.
Jointly, the CPA members represent a substantial opportunity for maintaining or creating
new jobs in New York. Many of our members maintain leadership positions in the fields
of bioscience and biomedical research – fields that New York State and the NYC
Economic Development Corporation are pursuing by promoting New York as a location
for world-class research. Assisting the economic viability and growth of non-profit
institutions is essential to meeting New York’s economic and job growth objectives.
Currently, the Power for Jobs (PFJ) program is the only low cost power program for
which non-commercial entities such as non-profit healthcare and higher education are
eligible. The only other low cost power program is the Con Edison Business Incentive
Rate which has previously provided a 20 megawatt program for non-profit biotechnology
research. However, at present, this program is currently oversubscribed and therefore not
available.
Nonprofit Organizations Have Less Opportunity to Qualify for Economic
Development Programs
The need for low cost power as an economic incentive for large non-profit hospitals and
universities located in New York remains critically important. However, most of the
economic development programs are not available to the non-profit sectors because they
require some form of tax based incentive to qualify. Con Edison recognized this issue
when they designated a special portion of the BIR for nonprofits. However, the allocation
was quickly exhausted in 2006 and to date no additional power has been allocated.
The Non-profit Sector as an Engine of Growth – Biomedical Research
The non-profit sector is one of the leading sources of new project development in New
York and one of the most active growth engines. However, it is necessary to continue to
incentivize these sectors as the need to support daily operations is starting to take capital
funding away from new facility development.
A significant part of the non-profit sector is biomedical research. In a 2007 survey of our
CPA members, we determined that more than 3.5 million square feet of facility space is
dedicated to biomedical research. This is 16% of the total area of the institutions. Based
on research conducted by the CPA in 2008 and from publicly issued statements, we had
determined that our recent and current member institutions were pursuing over $5 billion
on new construction projects in the coming years. This would add about 5.2 million
square feet in new facilities. Among these projects is 1.3 million square feet of new
biotech facilities. We estimate that an investment of more than $1 billion will be needed
to complete the biotechnology projects. 12
New project development has a significant impact on the economy both in terms of
temporary and permanent job creation and in the high level of economic growth that
12
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indirectly emanates from these projects. For instance, under the Con Edison Business
Incentive Rate, an economic development energy program, biomedical research
organizations developed more than 1.6 million square feet of facilities that opened
between 2003 and 2007. This has resulted in more than 4,200 jobs being created. 13
According to a survey published in the New York Academy of Medicine, it is estimated
that, “every million dollars of federal research funding generates approximately 12 FTE
jobs directly and an additional 7.74 FTE as a result of the indirect and induced spending
impacts for a total of almost 20 jobs.” 14 However, in the 10 year period ending in 2008,
New York has trailed California and Massachusetts in NIH funding each year. 15 During
this period, New York’s percent of funding has decreased at twice the rate of these two
states. One of the reasons for this decline is the loss of top researchers who leave to
follow the development of new biotech facilities in other areas.
Biotechnology is a leading job growth industry. It has an employment multiplier of 2.9.
In other words, each job created in biotechnology generates an additional 2.9 jobs,
resulting from biotech firms' purchases and consumer spending of biotech employees.
The same study estimated biotechnology had a revenue multiplier of 2.3, which means
that for every $1 dollar generated by the biotechnology industry, an additional $2.3
dollars are generated outside of the biotechnology industry. 16
Despite the important role that facility development plays in the economy, the nonprofit
sector faces significant hurdles when attempting to bring new projects under construction.
A 2007 report by the New York Building Congress stated that hospital construction in
New York City averages $600 PSF. 17 This $600 PSF average is higher than other major
US cities, whereas Boston and Washington, DC average between $500 and $555 PSF and
Los Angeles and San Francisco average between $380 and $400 PSF. Further, the cost
of new hospital construction in New York City is rising at 12% per year and the cost of
renovation and alteration is rising at 6% per year. Helping to spur these numbers are
aging medical facilities, advances in technology, shifting environmental requirements,
and an increasingly older and poorer population.
While much of the commercial real estate development is speculative and often results in
cancelled projects, sending economic development funding to a nonprofit sector that has
demonstrated that projects will be built because they are needed provides significant
benefits to the economy. The 20 megawatts of development under the Con Edison BIR
referenced above, generated 4,200 permanent jobs and an estimated $340 million in
salaries each year and they created more than an estimated 12,000 indirect jobs based on
the multipliers described in this document. We have estimated that the net cost of the BIR
to Con Edison for these 20 megawatts over the 15 year benefit term is $15 million or
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about $750,000 per mW or $3,500 per job. 18 In return, over $340 million in wages per
year will be generated (not including inflation). These wages are subject to state and local
income taxes and will enable more than 4,200 additional people each year to shop and
use electricity in New York. If these facilities flock to more favorable economic climates
outside of New York, this revenue and the accompanying jobs would be lost to New
York.
The Financial Stress on the Nonprofit Sector
Higher education and healthcare are faced with increasingly larger expenses and losses of
revenue due to the weakened economy. While this is true for many sectors, unlike
commercial enterprises where the recession has at least also reduced the cost of goods,
these sectors find that their costs are unaffected and in fact have increased with rising
healthcare costs and cuts to education funding. Below are some of the facts that support
this case.
•

•

•
•

•
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On average, hospital expenses continue to increase on a yearly basis. Nine of
New York City’s largest hospitals by operating expense experienced an increase
in operating expenses from 2007 to 2008 of $18.1 billion to $19.2 billion or a
6% 19 overall increase. The 2008 operating expenses of the CPA member
institutions that have been surveyed amount to over $13 billion. The four
hospitals in this group have operating expenses of about $8 billion which is about
42% of the budgets of the 15 largest regional hospitals. 20
Private universities in New York City have been forced to raise tuition by 4.8%21
from 2008 to 2009 to an average of $35,362. This increase in private New York
City university tuition has made the cost of private education 11% higher than
elsewhere in the nation. 22
New York ranks fourth 23 among the most populous states in its proportion of
uninsured residents and remains above the national average. There are 400,000
uninsured children among the 2.6 million uninsured New Yorkers 24.
On October 15, 2009, Governor Paterson released a plan to reduce budget gaps
over the next two years. The overall plan would reduce spending by $5 billion
with a $287 million cut to Medicaid, a $184 million cut to other health and mental
hygiene programs, and a $62 million cut to higher education programs 25.
New York State’s 2008 National Institute of Health funding level of $1.8 billion
was less than its 2007 level of funding of $2 billion 26.
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The Impact of the Cost of Energy on the Nonprofit Sector
Energy costs have a significant impact on the higher education and healthcare sectors
because they have one of the highest energy needs of all sectors. These energy costs are
exacerbated by high regional energy costs. A study conducted by The Boyd Company in
2005, 27 showed that New York biotechnology facilities have the highest, by a wide
margin, ratio of electric costs as a percentage of total operating costs exclusive of
salaries. This ratio is between 1.5 and 2.4 times higher in New York than in
Massachusetts, North Carolina and New Jersey.
The biomedical industry has one of the highest energy utilization rates of those industry
sectors that are most important to the economic growth of New York State. Some
examples follow:
• A 2001 study by Energy Design Resources, a California based utility industry
organization, showed that laboratories have a higher energy cost per square foot
than all other sectors surveyed. The average cost per square foot was between
100% and 400% higher than large office buildings. 28
• The Energy Information Administration’s data indicates that for buildings greater
than 100,000 square feet, Health Care facilities have an energy intensity index i.e.
kWh per square foot, that is about 33% higher than the other major economic
sectors in New York State. 29
• Con Edison designs their electric services for a biotech facility at an energy
density equal to 50% more than office buildings 30.
The potential for relocation due to energy costs is exacerbated because surveys show that
hospitals are increasingly adding high technology energy intensive processes that
increase their energy density. A survey by the American Hospital Association as reported
by Electrical Construction & Maintenance magazine indicated that 50% of hospitals
surveyed in 2006 reported high or moderate use of information technology compared to
37% the previous year. This is being driven by a Federal push to have all health records
computerized by 2014. 31
Conclusion
Without an opportunity of continued support from PFJ or a new economic development
program, the nonprofit sector will have to cut back on programs and delay or cancel new
development. An economic development program that does not place the largest growth
engine in New York State on an equal footing with other sectors would be taking a short
term view on assisting the continued development of New York.
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