An exchange with Shawn Turner, Free Press reporter

Sent to Free Press reporter Shawn Turner (and others) on 3/20/05
Shawn - Re. yesterday's Free Press article entitled "IBM joins energy think tank"

Whoever wrote the headline must not have visited VTEP's web site. By no stretch of the imagination is this group a "think tank." It is a lobbying group to promote the extension of VT Yankee's license and to resist state policies that might raise the cost of electricity for large businesses (whether the policies are otherwise sensible or not). 

In addition, some of the numbers presented about IBM are suspect. For example, if IBM uses 475,000 MWH, that equals 475 million kWh. If they spend $40 million on electricity, simple math says the cost per kWh is 11.875 cents. This is absurd of course since IBM has a discount rate from GMP that is more like 6 or 7 cents per kWh (considerably less than we pay).

And as I've mentioned before, the sheer size of the numbers IBM throws around do not change the fact that the cost of electricity is a tiny portion of their revenues. If IBM is a $4 billion business (a conservative estimate), then $40 million for electricity equals 1% of sales. Thus, if electric costs went down by 10%, it would equal one tenth of 1%. So how would this affect the cost of a micro-chip? [An analogy to a supermarket is easier: how would the price of a loaf of bread be affected by a 10% increase in electric costs? At $1.89 per loaf, it's less than a penny. Is that sufficient to stop discussion about renewables or greater in-state production?]

You / we are being played. Business costs are important but so are the larger public policy issues. Let's keep some perspective. And let's not take everything these guys say at face value. 

Doug Hoffer

Shawn Turner's response 3/21/05

Hi Doug,
 

Thanks for the e-mail. I think you could make the argument that no think tank is truly impartial. Whether conservative or liberal, they have agendas just like everyone else. As for IBM, they operate like a utility in the way they accept power from the grid.
 

shawn
Doug Hoffer's reply 3/21/05

Shawn

No question, they're entitled to their point of view. But calling it a "think tank" is not even close. More importantly, the figures in the article may not be accurate and should never be taken at face value. [Note: I know something about these issues having served on the Burlington Electric Commission for six years - five as chair.]

Doug
