
Use subject to the PFNYC-KPMG Engagement Letter

Emerging from the Pandemic:  
Recovery and Reinvention

May 15, 2020

Response to Partnership for NYC Request – Phase II
This content was developed under contract in response to the Partnership for NYC (PFNYC)’s request for industry 
support and guidance on formulating a metro NYC recovery plan for the COVID-19 Pandemic. Consequently, no 3rd party 
obtains rights to the content of this document.

In providing this report, KPMG undertakes no view or role that could be considered public policy advocacy or lobbying.  
KPMG LLP does not provide legal services and none of the information in this document constitutes legaladvice.



© 2020 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent  
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

Table of Contents

• Leadership Team and Contributors

• 4B. Keeping the Knowledge Economy Strong: Professional  
Services

• 4B. Keeping the Knowledge Economy Strong: Financial  
Services

• 4C. Facilitating the continued diversification of the NY Metro  
Region economy: Life Sciences

• 9D. Mitigating legal, contractual and procedural obstacles

*Note: The economic impact analysis of tax incentives (sections 5E and 9A) and sector-specific tax incentives will be addressed in a  
separate submission from the KPMG Tax team per agreement withPFNYC.

Page 2

Page 4

Page 18

Page 34

Page 44



KPMG Response Team: Leadership Team

Bob Garrett
New York Area Managing  

Partner

Steve Hill
Global Head of  

Innovation

Judd Caplain
Global Head of Banking &  

Capital Markets and Global  
Lead Partner for Top 5 Bank

Ash Shehata
National Healthcare and  

Life Sciences Leader

Rema Serafi
National Leader, Tax - Economic  

and Valuation Services

Constance Hunter
Chief Economist

Fred Hensel
Principal, Supply Chain &  

Operations

Alison Little
Principal, Life Sciences  

Advisory
© 2020 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent  
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 2

Use subject to the PFNYC-KPMG Engagement Letter



3© 2020 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent  
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

KPMG Response Team: Contributors

Use subject to the PFNYC-KPMG Engagement Letter

Ed Giniat
Partner and National Healthcare Leader

Marc Scher
Partner and National Healthcare Audit Leader

Monica Coakley
Principal and National Healthcare Tax Leader

Joe Kuehn
Partner, Healthcare Advisory

Wayne Cafran
Principal, Healthcare Advisory

Maria Tiso
Partner, Healthcare Audit

Dion Sheidy
Partner, National Healthcare Advisory Leader

Katie Dahler
Principal, National Life Sciences Advisory Leader

Mark Drozdowski
Partner, National Life Sciences Audit Leader

Laura Hay
Global Head of Insurance

Sagi Abiri
Principal, Strategy

Derek Mun
Director, Strategy

Jana Cuggino
Senior Director, Healthcare & Life Sciences

Daniel Lawrence
Director, Healthcare & Life Sciences

Donna Ceparano
Director, Healthcare & Life Sciences

Dina Modha
Director, Financial Services

Peter Torrente
National Sector Leader, Banking

Joe Hargrove
Regional Managing Partner, Tax Markets &  
Global Head of Financial Services Tax

Andrew Garbutt
Principal, Infrastructure

George Spakouris
Managing Director, Infrastructure

Catherine Singer
Director, Infrastructure

Federico Garcia
Managing Director, Tax

Harley Duncan
Managing Director, Tax

Brad Smith
Managing Director, Analyst Relations

Nima Patel Edwards
Director, Chief Economist Group

J.J. Malfettone
Director, Innovation & Enterprise Solutions

Anand Adiga
Director, Innovation & Enterprise Solutions

Taylor Krislov
Director, Innovation & Enterprise Solutions

Amy Congalton
Director, Innovation & Enterprise Solutions

Kinda King
Manager, Innovation & Enterprise Solutions



4B. Keeping the Knowledge  
Economy Strong
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Professional Services
Note: In providing this report, KPMG undertakes no view or role that could be considered public policy  
advocacy or lobbying. KPMG LLP does not provide legal services and none of the information in this  
document constitutes legal advice.
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An analysis of recent historical data tells us the following, and allows us to draw inferences from the 
current pandemic’s potential impact:

Use subject to the PFNYC-KPMG Engagement Letter

• NYC Professional Services Sector has a higher correlation to U.S. GDP than NYS or NY Metro Service 
Area ("MSA" or "Metro") Professional Services sector (which includes New York, New Jersey, and 
Connecticut) indicating a material contraction is likely this year.

• NY Metro is the largest Professional Services Hub, was impacted the hardest during the ‘08 recession, and
recovered more slowly compared to its peer region group, indicating a potentially slower road to recovery.

• All Professional Services firms in NY Metro contracted during the 2008 recession (ranging from 3-5%
depending on size), with firms of 100+ employees showing higher rates of recovery. Firms with 100+ 
employees also demonstrated higher payroll resiliency and faster pay recovery, indicating small and medium 
sized businesses (SMBs) may be hardest hit in the near term.

• Professional Services employment growth rates are following similar trends to non-Professional Services, 
but are more volatile and have declined in comparison since 2016 – indicating potential responses to
client/sector volatility.

Anecdotally, there are many factors at play (some emotional and societal) and only time will tell the true
impact. Some Professional Services firms, especially SMBs, may move out of the city due to high costs of doing
business and the ease with which working virtually may be proven out. Countervailing this, there is incentive to
keep a presence in the city because of proximity to so many clients. But that can be done in significantly
downsized offices, while employees work either remotely from home or from satellite offices outside the metro
area. We saw this after 9/11, when banks set up satellite offices in Hoboken and Stamford, moving their trading
floors outside of the city. Although we don’t lose these professionals to other cities, they become more dispersed, 
thus causing negative economic effects on rents, restaurants, services, etc. The aforementioned economic trend
may be exacerbated by social and emotional responses as well, and therefore potential policy reforms may need 
to focus on the human/workforce incentives of remaining in the NYC/NY Metro areas.

Executive Summary – Professional Services

In this section, we provide:

1. A historical, data-driven analysis of  
the following:
• Benchmarking of the professional  

services industry’s historical
performance and strengths in the
region against those in peer regions

• An estimation of the total impact of
COVID-19 on the industry to date
and expected by EOY 2020
(segmented by size of business)

• Estimated direct and indirect impact
that the industry has on the region’s
broader economy

2. An assessment/hypotheses of:
• Key drivers for the firms in the

industry to decide to remain in the
region versus move operations
elsewhere

• Potential reforms or policies related
to the industry that could keep firms
in the region and unlock/accelerate
growth



Historically, NYC Professional Services Sector has a higher correlation 
to U.S. GDP than NYS or NY MSA Professional Services sectors

Comments

• All 3 geos (NYS, NY  
MSA, NYC) had a  
similar growth profile
over the time period

• However, NYC
Professional
Services has the
highest correlation
to the U.S. GDP,
whereas NY MSA, 
which includes other
affluent areas from
NJ and CT, has the
lowest correlation

Historical Performance of Professional Services vs U.S. GDP
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NYC PS Nominal GDP U.S. Nominal GDP

-12%
NYC Real PS GDP U.S. Real GDP

U.S. Nominal GDP v NYC Prof. Serv. Nom. GDP

R2 = 0.20
’18 NYS PS = $156B

R2 = 0.26
’18 NYS PS = $93B

R2 = 0.42
’18 NYS PS = $144B

R2 = 0.38
’18 NYS PS = $171B

R2 = 0.45
’18 NYS PS = $102B

2002-2018 annual GDP; Year-over-year change (%)
U.S. Real GDP v NYS Prof. Serv. Real GDP U.S. Real GDP v NYC MSA Prof. Serv. Real GDP
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NY Metro is the largest Professional Services Hub. It was impacted the hardest
during the ‘08 recession, and recovered at a slower rate compared to peers

Historical Performance of Professional Services vs Peer Group

Source: IMF; S&P Global Market Intelligence; Magna Global; Department of Commerce; IBIS

Comments
 Seattle, SF and Boston metro areas have grown at

the fastest rate since the 2008 recession. SF
recovery has been strong but volatile

 NY metro area, the largest Professional Services
hub, was impacted the most during the 2008
recession and has recovered at a slow rate
compared to peers

 LA metro area, the 3rd largest Professional
Services hub, performed the second worst during 
the 2008 recession and its recovery rate has been 
the lowest compared to peers

7

Recession

Recession

Recession

Recession

Recession

MSA-Level Professional Services Real GDP; 2002-2018 annual; Year-over-year change (%)
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NY Metro area has been hit the hardest in 2008, andhas
been experiencing a slow growth

Seattle’s Professional Services sector has been
experiencing strong growth since therecession

LA Professional Services recovery post 2008 has 
been inconsistent with a few years of decline

SF Professional Services recovery has been 
strong but volatile

Boston Professional Services has been experiencingstrong
growth and consistent since therecession,

‘09 to ‘18 CAGR 2.9%30%
$157B (2018)

10%

5%

‘09 to ‘18 CAGR 5.3%

$28B (2018)

‘09 to ‘18 CAGR 2.1%

$75B (2018)

15%
‘09 to ‘18 CAGR 5.2%

$65B (2018) 10%

5%

‘09 to ‘18 CAGR 7.0%

$77B (2018)

-9%
-5%

-8%

-4%
-7%
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All Professional Services firms in the NY Metro contracted during the 2008  
recession, with firms of 100+ employees showing higher rates of recovery

Historical recovery by firm size (# of firms)

Note: Data from SUSB, U.S census, Social Security, Survey data, and MSA level  
data available up to 2016; all data is released on a 3 year delay

Comments

 Smaller firms have recovered
at the slowest rate since the
2008 recession

 100-499 sized firms declined
the most during the 2008
recession but recovered at
the fastest rate, but with 
high volatility

 500+ sized firms were
negatively affected at the dip,
however recovered quickly
at a steady pace with an
overall CAGR of 1.9% post
2009

Firm growth %
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Growth rate of NYC Metro Area Professional Services Enterprises by firm size
Growth rate of number of firms (%)
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‘09 to ’16 CAGR 1.0%

50k firms (2016)

10-19 Employees
‘09 to ‘16 CAGR 0.6% 15

8k firms (2016)

‘09 to ‘16 CAGR 0.4%

4k firms (2016)

‘09 to ‘6 CAGR 2.4%

1k firms (2016)
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The average number of employees per firm remains relatively flat
since 2009, but with high volatility for firms over 100 employees

Historical recovery by firm size (Avg. Employees Per Firm)

Comments

 Overall, the average number of
employees per firm remains 
relatively flat since the recession

 Smaller firms (0-19 employees)
are less volatile

 Larger firms of 100+ employees
demonstrate inconsistent growth
rates, suggesting that firms are
adding/removing employees as 
needed to meet financial targets

 For firms with 500+ employees,
overall growth is positive but low
in aggregate

Growth % of average number of  
employees
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Growth rate of NYC Metro Area Professional Services Enterprises Average number of employees by firm size
Average number of employees growth (%)
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Firms with 100+ employees demonstrated higher payroll resiliency and  
faster pay recovery

Historical Wages Growth by Firm Size

Comments
 Payroll per Headcount recovered quickly  

from the recession, offsetting the  
impact of job losses on overall total  
NYC Metro payroll

 Pre-2008 recession, 500+ employee  
firms payroll growth led smaller firms

 During recession, 0-4 employee firms  
took the largest hit, but led the recovery
Firms with 500+ employees show highest  
Payroll/Headcount growth from’03 to ‘16

NYC Metro Area Professional Services payroll per employee
Payroll / Headcount (Thousands)
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500+ 100-499

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

20-99 10-19 0-4

Firm  
Size 03-08 08-09 09-16 03-16

500+ 6% -1% 3% 4%

100-499 4% 0% 3% 3%

20-99 4% -2% 2% 2%

10-19 4% -4% 2% 2%

5-9 3% -1% 2% 2%

0-4 3% -12% 3% 2%

Compounded Annual Growth in Payroll



Professional Services employment growth rates are following similar
trends to non-Professional Services, but are more volatile

Comparison of Professional Services recovery to non-Professional Services

Note: Data from U.S census

Comments

 Employment growth rates
appear to largely follow the
same profile between
Professional Services and  
non-Professional Services

 Professional Services
employment growth rate  
appears to be more volatile  
compared to non-
Professional Services
employment growth rate

 There is a decoupling of  
the two growth rates post  
2016, where non-
professional  services 
employment growth  
outpaces professional  
services

Recession

Growth rate of Professional Services Employment vs Non Professional Services Employment for New York Metro Area
Growth rate of Employment (%)
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Key private sector verticals have been experiencing different recovery  
patterns since the 2008 recession

Historical Recovery of Key NY Metro employment Sectors

Source: Data from U.S census, industry grouping may not be the same as IBIS definitions 
Note: (1) Share is calculated as a % of the total employees (government and private sector)

Comments

 Healthcare and social assistance is the 
most resilient amongst these  
industries, with a consistent growth rate  
of around 2-3% during recession

 Finance and insurance appears to lag a  
year behind Professional Services
when  it comes to spikes and dips, 
possibly  demonstrating resiliency but 
also a  slower recovery

 Retail trade appears to have a similar  
employment growth profile compared to  
Professional Services

 Real estate and rental leasing have 
shown consistent growth, without
declines, and are lagging the overall 
GDP growth pattern by one year

Growth rate of 5 largest private sector employment in New York Metro Area; YoY Employment Growth
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Health care shows stability and sustained long term Finance and Insurance employment had a volatile recovery
growth pattern

Real estate and rental leasing has shown consistent growth  
without the steep declines of othersectors

Retail trade demonstrates the greatest sensitivityand
slowest recovery

Professional, scientific, and technical services  
Health care and social assistance

Finance and insurance

Retail trade
Real estate and rental and leasing
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‘03 to ‘18 CAGR 2.2%

13.3% Share1 (2017)
‘03 to ‘18 CAGR 1.8%

7.9% Share (2017)

‘03 to ‘18 CAGR 0.8%

8.5% Share (2017) ‘03 to ‘18 CAGR 3.9%

6.5% Share (2017)
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Summary of Observations: Key Business Drivers for Potential Policy  
Reforms

member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Source: KPMG Analysis, Interviews, NY Times
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Sector-wide observations/hypotheses that should be considered when determining potential policy reforms to incentivize  
firms to remain in the NY MetroRegion:

1. Professional Services firms tend to operate where their clients operate, and therefore they will likely be “secondary movers.” If the large industries in  
NYC remain in NYC (FS, HCLS, etc), then Professional Services firms will likely remain as well.

2. If Professional Services clients evolve their business models to a more digital/remote work environment (i.e., shift from 10% to 50% remote workforces),
then Professional Services firms may ultimately do the same – and therefore will require less of a footprint in NYC, where rents are high:

— Many financial and Professional Services firms have communicated that employees who once worked from NYC offices no longer are required 
to work there full-time.

— However, this does not necessarily mean that employees will vacate NYC – especially younger workforce that seek proximity to social activities 
and night life. Yet, the younger workforce may avoid social activities, nightlife, etc., if they still see it as a safety risk.

3. Professional Services firms will likely want to be in areas where they can easily access younger talent for their leverage model – if there is a 
migration of younger people away from the city due to distancing concerns and/or a reduction in the amenities of urban living (e.g., 
restaurants/theatres/art galleries), a retreat back to the suburbs could potentially affect their level of operations.

4. Professional Services firms will likely still require some amount of travel (if not immediately) – easy access to functioning airports with a greater 
number of direct flights will remain important.

5. Safe, clean and effective commuting infrastructure may play a role – digital/remote working may not be a 0-100% choice, and therefore, ease of getting
in/out of the city could potentially play a role – would likely need policies that redouble the development of a transportation infrastructure.
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Consider potential policy reforms that keep workforce talent living and
working locally in NYC/NY Metro Region

Key driver Potential Policy OptionsBenchmark

• Access to talent. Professional Services firms
require specialized talent to operate and will
want to be in areas where they can easily
access younger talent for their leverage model –
if there is a migration of younger people away
from the city due to distancing concerns and/or a 
reduction in the amenities of urban living (e.g.,
restaurants/theatres/art galleries), a retreat back
to the suburbs could potentially affect the level
of operations.

• An IBM Institute for Business Value (IBV) survey
of 25,000 U.S. consumers reveals shifting
personal behavior and preferences resulting
from the COVID-19 pandemic: More than half of
respondents said they are unwilling to be
exposed to large crowds for the remainder of
2020. Conferences and trade shows had a
strong negative response, with 75 percent 
indicating that they are unlikely to attend an in-
person conference or trade show in 2020.

• Consider travel, leisure & entertainment reforms to align
with consumer (talent) sentiment, allowing this
population to safely and confidently enjoy the benefits of 
the NYC/NY Metro Region:
• Leisure & Recreation - In IBM’s survey, more than

one-third of consumers indicated they will visit bars
and restaurants, with only about ten percent saying
they will not. Outdoor parks also represent a favored
destination; one-third of respondents said they are
very likely to visit an outdoor park after restrictions are
lifted.

• Retail - Approximately 1 in 5 will be ready to go to
shopping malls and shopping centers, but nearly 40
percent of consumers surveyed said they are likely to
use contactless payment options via their mobile
device or credit card when shopping. The study also
reveals that the pandemic has created a priority on
shopping local for those surveyed – with 25 percent
of respondents indicating they are now shopping more
often at locally owned stores and buying more locally 
made, grown or sourced products.

• NYS and NYC have an abundance of
talented individuals in a number of 
fields, as well as highly regarded 
universities. As states and cities around 
the country adapt to the realities of 
COVID- 19, stark differences in 
availability of services and ability to 
respond to challenges will emerge. NYS 
and NYC have generally been regarded 
as positively responding to these
challenges, which increases confidence
of residents and potential visitors alike.

• Though population density will remain a
challenge for NYC, high confidence is
likely to encourage talented New
Yorkers to stay or return to the state
and/or city, but public sector efforts to
continue inspiring that confidence
should be considered.

Sources: IBM Institute for Business Value; NY Governor; US Chamber; Forrester
COVID-19 Remote Work Just Broke Your Processes: Here's What To Do About Itmember firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Key Business Drivers and Potential Reforms

https://www.forrester.com/report/COVID19+Remote+Work+Just+Broke+Your+Processes+Heres+What+To+Do+About+It/-/E-RES160637?utm_campaign=Koverse&amp;objectid=RES160637&amp;utm_source=forrester_com&amp;utm_medium=web
https://www.forrester.com/report/COVID19+Remote+Work+Just+Broke+Your+Processes+Heres+What+To+Do+About+It/-/E-RES160637?utm_campaign=Koverse&amp;objectid=RES160637&amp;utm_source=forrester_com&amp;utm_medium=web
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Increase reliability, safety and attractiveness of public transportation and travel  
hubs (airports, train stations) to drive confidence among commuters

Key driver Potential Policy OptionsBenchmark

• IBM’s survey results show consumer attitudes  
toward public transportation have shifted  
notably. More than 20 percent of respondents  
who regularly used buses, subways or trains  
now said they no longer would, and another
28 percent said they will likely use public
transportation less often.

• More than half of people surveyed who used
ridesharing apps and services said they would
either use these less or stop using these
services completely. Findings were not quite as
dire for taxis and other traditional car services,
as a smaller percent (24%) of people surveyed
indicated they will no longer use these modes of
transportation.

• NYS is actively implementing public-private 
partnerships for the acceleration of adoption of 
technology to promote safe reopening of 
economy and society as well as prepare to 
conduct business and education in the event of 
future "PAUSE" orders. Examples of these 
partnerships are NYS and Bloomberg
Foundation for contact tracing.

• Explore working with innovative new companies
addressing the challenges of public spaces /
transportation. For example, some companies
are developing anti-viral/anti-microbial coating
material that can be broadly applied to public
spaces/transit to ensure viruses cannot be
spread via surfaces in crowded spaces. KPMG
can identify companies in this space as needed.

• Public health concerns may decrease
commuting by public transportation and increase
remote work across the NY Metro region. 
Ridership on certain lines decreased by 90% in 
March and COVID-related financial losses are 
stressing the MTA budget.

• Compared to peer regions, NYC/NY Metro is
one of the top commuting and business travel
MSAs across public transit (subway, buses),
regional commuter rails, and airports. Ensuring
the safety of commuters across these travel
routes/venues is critical to ensuring
workers, and their firms, return to NYC/NY
Metro.

Key Business Drivers and Potential Reforms

Sources: IBM Institute for Business Value; MTA Annual Disclosure Statement Supplement; NY Governor;
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US Chamber; Forrester COVID-19 Remote Work Just Broke Your Processes: Here's What To Do About It

https://www.ibm.com/thought-leadership/institute-business-value/
http://web.mta.info/mta/investor/pdf/2020/2019CoronavirusUpdateSupp031820.pdf
https://www.governor.ny.gov/news/amid-ongoing-covid-19-pandemic-governor-cuomo-announces-collaboration-gates-foundation-develop
https://www.uschamber.com/coronavirus/implementing-national-return-to-work-plan#support
https://www.forrester.com/report/COVID19+Remote+Work+Just+Broke+Your+Processes+Heres+What+To+Do+About+It/-/E-RES160637?utm_campaign=Koverse&amp;objectid=RES160637&amp;utm_source=forrester_com&amp;utm_medium=web
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Accelerate 5G rollout and enable even more coverage to allow for
more productive work-from-home environments in NYC/NY Metro

Use subject to the PFNYC-KPMG Engagement Letter

Key driver Potential Policy OptionsBenchmark

• In the short-term, many Professional Services 
firms have remained productive while working
remotely. This remote work trend will likely
continue into the medium and long term.

• COVID-19 has already made clear the centrality
of connectivity to the functioning of the
economy. Network performance is now more
vital than ever and superior connectivity can
become a clear differentiator.

• The rollout of 5G provides an opportunity to
meaningfully boost networking capabilities for
businesses. A strong 5G rollout could be
transformative and strongly discourage
businesses from moving out of the city, even
if other factors are more compelling in other
locations

• The challenge for NYC is for various agencies to
work with the private sector to address the issue
of complete and even 5G coverage and the
need for the equipment to match the
environment in which it is placed.

• NYC Chief Technology Officer, John Paul 
Farmer, and the Department of Information
Technology and Telecommunications General
Counsel, Michael Pastor, are aware of the 
issues with 5G rollouts, as they have spoken 
publicly about them.

• NYC features in the early rollouts of all the major
telecom carriers. Telecom leaders have not
indicated that the 5G rollout is being postponed
due to COVID-19.

• 5G is typically only available in select areas of
cities, so public claims of a city having access to
5G are potentially misleading, since it doesn’t
mean the network is ubiquitous. A key issue for
NYC versus other peer cities will be the
evenness of 5G coverage.

• Another potential differentiator for NYC is the
type of 5G infrastructure that is installed across
the city. Some of the installations in other cities
are potential eyesores and a thoughtful
installation process, which blends the physical
equipment into the city’s aesthetic sense, could
also be a win for the city.

Sources: CityAndStateNY, Axios, CNBC

Key Business Drivers and Potential Reforms

https://www.cityandstateny.com/articles/personality/interviews-profiles/officials-say-nyc-on-track-to-be-5g-city.html
https://www.axios.com/5g-rollout-advances-despite-pandemic-but-hazards-loom-d7afad7d-18ef-4d81-8f84-3c5d59d285a1.html
https://www.cnbc.com/2020/03/20/why-the-coronavirus-pandemic-may-fast-forward-5g-adoption-in-the-us.html
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Incentivize firms to maintain commercial real estate footprint even with
expanded work-from-home policies

Key driver Potential Policy OptionsBenchmark

• In the short-term, many Professional Services 
firms have remained productive while working
remotely. This remote work trend will likely
continue in the medium and long term – some
employees will permanently work from home,
while others could return to the office with 
reduced schedules.

• Decreased overall spend on Professional 
Services could also accelerate this trend – firms
looking to cut costs will likely re-evaluate real
estate. This could lead to downsizing or
eliminating commercial office space, creating 
lower demand overall.

• Similar trends happened immediately after 9/11
and in 2008 – decreased demand for office
space created more availability in the short-
term, and "deals" for companies who
expanded their real estate footprints.

• Financially incentivize firms and their employees
to retain headquarters and homes in NYC/other
key hubs. Make maintaining/expanding a
commercial real estate footprint even more
attractive for companies in the short and medium 
term (to compensate for otherwise decreased 
demand) – potentially by incentivizing the 
repurposing of office space from
employee/desktop focused space to more
“innovation centers” that require fewer humans
and more tech/specialty equipment.

• Consider "COVID-recovery" procurement
preferences for firms that maintain/expand
commercial real estate footprint.

• 80% of Professional Services jobs can be
done remotely and 54% of jobs in NYC can be
done remotely, per sources.

• Past recessions have significantly impacted
New York’s Professional Services spend – saw
~12% decline in 2008 Financial Crisis.

• Office leasing volume in Manhattan decreased
50% compared to the end of last year, mostly
driven by a drop in March transactions. March 
activity hit its lowest levels since 2013.

Key Business Drivers and Potential Reforms

Sources: IMF; S&P Global Market Intelligence; Magna Global; Department of
Commerce; IBIS; Bureau of Economic Analysis, Census Bureau; Colliers
International report
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Financial Services
Note: In providing this report, KPMG undertakes no view or role that could be considered public policy
advocacy or lobbying. KPMG LLP does not provide legal services and none of the information in this  
document constitutes legal advice.



The Problem Statement:
Potential Impacts of COVID-19 to the New York City Financial Services Sector
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– Significant cost reduction expected due to the revenue impact from the crisis, resulting in 
fewer investments, decrease in number of employees, etc.

– Decrease in flow of credit to support the economy as banks tighten underwritingstandards

– Decrease in demand for real estate if work from home models become morepermanent
– Decrease in need for bank branches as the change in consumer behavior has rapidly occurred, out

of necessity originally, and now out of comfort, to digital channels

– Withdrawal of foreign banks to less dense cities and continued migration of insurers from NYC to 
other regions of the country

– Global talent/workforce reduced or moved to less dense/potentially safer areas (or additional 
offshoring occurs)

– Inability to implement required regulation and compliance in certain banking/insurance activities due
to outcome of the pandemic (e.g., surveillance for work from home tradingactivity)

– Trading floor space reduced, infrastructure remodeled, decentralized, or moved to less dense cities
(e.g., two of the top five banks have dispatched some employees from trading desks to backup
locations)

– Increased vulnerability of individuals and businesses to cyber-crime due to increased use of digital
and potentially unsecure web based channels, phishing, etc..

Executive Summary – Financial Services

In this section, we provide:

1. Financial Services sector context
2. Reference data
3. Recommendations, key actions and outcomes:

Workforce & Talent Management

• Attract, Retain, and Protect

• Embrace the new way of working

• Modify resource models

Technology Led Solutions

• Innovate

• Adopt

• Improve Customer Experience

Partnerships & Other

• Create

• Collaborate

• Transform

4. Analyses to support the key drivers



Recovery

Recession

Chart shows revenue over time

Source: S&P Capital IQ

The Financial Services Industry is important to the U.S. economy
The Financial Services industry recovered from the crisis in 2008 and is fully expected to recover from the current Pandemic

Recovery
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Recession



Concentration & Importance of Finance and Insurance jobs in the region

Note: where data for certain regions is not disclosed by the source due to privacy concerns, we approximate it as negligibly small and do not include it in the visualization

Source: www.bea.gov (Regional Economic Accounts) https://www.bea.gov/data/employment/employment-by-state 
https://apps.bea.gov/iTable/iTable.cfm?reqid=70&step=1&isuri=1 . This is series CAEMP25N: Total Full-time & Part-time employment by NAICS Industry.

Number of jobs in ‘000s
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The tristate region has a significant concentration of individuals in the Financial Services sector

http://www.bea.gov/
http://www.bea.gov/data/employment/employment-by-state
https://apps.bea.gov/iTable/iTable.cfm?reqid=70&amp;step=1&amp;isuri=1


Financial Services in New York City
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• NYC is a financial center in the U.S. and globally
• Financial Services employs more than 470,000 individuals, which makes 

up 10.1% of the available workforce in the city
• There are a greater number of Financial Services employees in New York 

City than any other metropolitan area
• Financial Services is the highest paying major sector in NYC
• Greatest concentration of most major trading exchanges
• NYC-based organizations establish trading standards/regulations
• Most foreign banks maintain a U.S. presence based in NYC
• The New York Federal Reserve plays a unique role relative to the other

Reserve banks (e.g., conducting open market operations, intervening in
foreign exchange markets, storing monetary gold for foreign central banks,
governments and international, etc.).

• Prime location and infrastructure – 24/7 city, mass transit and global
airports (all requirements for nature of global Financial Services center)

• Global talent hub, including more business schools that feed the sector
than any other part of the country.

• Continuous need for Financial Services products and services, regardless
of any economic or pandemic situation.

• Manageable insurance industry losses given the exclusions that exist in
many policies around pandemics and viruses, despite the human loss that
insurance companies have covered.

• Banks and insurers have higher capital and liquidity requirements and
overall improved resilience as a result of the financial crisis in 2008 and are
therefore better prepared for the current economic downturn compared to
many other industries.

• Several large bank CEOs have commented that they do not intend to have
reductions in force as a result of the outbreak, at least for the remainder of
2020.

• Insurance and banking sectors are not new to “work from home” practices
(remote working for many was standard practice prior to the pandemic).
Banks and insurers in NYC are allowing employees to keep working from 
home indefinitely while planning a phased transition for those who do
come to the office. This is a part of their efforts to come up with
conservative scenarios for a return to business as usual.

Importance to NYC and Local Region Strengths and Challenges Before Pandemic



Recommendation: Workforce & Talent Management

Recommendation
Maintain NY metro area Financial Services workforce at pre-COVID-19 levels.

Actions to accelerate growth

Attract, Retain, and Protect Talent
• Increase support of local colleges and universities (e.g., internships, donations, partnerships, etc.) to attract the best U.S. and

international students, which in turn are feeders into the Financial Services sector, allowing the banks and insurers in the region to
remain strong.

• Incentivize and encourage Financial Services companies’ senior management to stay in the NYC area to, among other
activities, mentor and engage with younger professionals, thus creating a career benefit to them to remain in the region (e.g.,
employees will gravitate to where their senior management is located for upward mobility/career development opportunities).

• Offer NYC area employees financial incentives such as reduced premiums for insurance products by NY-based insurers.

• Test new technology and digital solutions (cell phone apps/trackers) to monitor and report on the health of individuals, subject to
their approval, and other legal requirements, to enable employers and employees to feel safe and prepared when going to work (to 
retain employees in a dense city such as NYC).

• Consider indemnifying Financial Services employers, or provide liability protections, to allow employees to return to work prior to a
treatment or vaccine being introduced.

Embrace the new way of working
• Identify permanent work from home job classifications. Although it will have an adverse impact on corporate real estate, it will allow

for maintaining the same level of employment in the NYC area rather than having these job classifications move to a different part 
of the country.

Modify resource models to enable local job growth
• Assess reliance on, and in some cases, concentration of offshore locations (e.g., India, Philippines, Eastern Europe) to determine

the potential for relocation to the greater NYC area in lower cost areas of the tristate region, including potential tax incentives.

Potential Outcomes 
and Benefits
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• Restart and drive economic activity

• Maintain strength and leadership of the
Financial Services sector in the region

• Retain qualified/highly skilled workforce 
of finance and technology employees in 
the metro area.

• Realize cost efficiencies by optimizing
onshore, near shore and off shore
resource models



Recommendation: Technology Led Solutions

• New job opportunities created in areas
such as technology, customer
experience and digital marketing

• Accelerates adoption to a cashless
society (and a contactless mobile
environment), creating employment
opportunities during this transition as
well (e.g., buildout of new technology,
payment mechanisms, etc.)

• Improved customer experience

Recommendation
Build and provide leading Financial Services technology solutions to create a new and compelling customer experience.

Actions to accelerate growth
Innovate
• Mobilize marketing resources to identify key shifts in client preferences and behavioral needs as a result of the current pandemic. 

Use these insights to develop new digital channel customer journeys, including new strategies to cross-sell products.
• Create new products that demonstrate innovation and agility to meet new customer needs (e.g., the extension of personal auto

policies to cover professional use of a car for restaurant employees who pivoted to serving as delivery drivers during the period
of restaurant closures).

• Incentivize customers to transact and be served through digital channels (e.g., better rates, discounts, enhanced promotions,
accelerated service, etc.).

Adopt
• Encourage adoption of digital channels through highlighting benefits (e.g., no crowding, lower costs, fewer germs spread versus in 

branches, retail stores, subways, etc.).

Collaborate
• Collaborate with online leaders in other industries to learn and explore how to apply their models, strategies, and lessons

learned to the Financial Services customer journey (e.g., large online retailers success with cross-selling through tailored
advertising).

Improve Customer Experience
• Aggregate the volume of providers (apps) into one platform to enhance the customer experience and drive up both interaction

and spend (currently, there is a great amount of disaggregation, requiring multiple apps with multiple log-ons that add 
complexity to the user).
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Potential Outcomes 
and Benefits



Recommendation: Partnerships & Other

• A collective win-win strategy to generate
momentum and drive solutions

• Better insurance propositions and
incentives for businesses and in turn a
safer environment for employees to
return to work

• Retention of people and employees in the
region

• Increase in supply of residential
properties

Recommendation
Combine and coordinate efforts among businesses or governments to share knowledge and best practices to
restart the NYC economy more quickly.

Actions to accelerate growth

Insurance
• Create a public-private sector solution for coverage of pandemic risk for businesses:

• Explore solutions such as the TRIA (Terrorism Risk Insurance Act) or NFIP (National Flood Insurance  
Program).

• Establish partnership between business, insurance companies and governments (federal, state and/or  local) 
to ultimately help businesses feel safe to return to work.

Collaborate with fintechs and government bodies
• Devise joint initiatives and funding to solve Pandemic related challenges. For example, NYC was the second 

largest geography for fintech investment* ($12.5B) in 2019/Q1 2020 (behind San Francisco). Working with 
these types of organizations and applying their innovative mindset will potentially help create solutions faster.

• Generate collective solutions through think tanks, crisis centers or accelerator teams (similar to fintechs and  
other start-ups). Create working groups or alliances within companies, and across industries.

Transform infrastructure
• Repurpose commercial real estate for residential use, creating more supply, resulting in lower costs.
• Improve safety for commuters by improving traffic flow for road users, congestion on mass transit, and  

appropriate social distancing at crosswalks and pedestrian paths.
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Potential Outcomes 
and Benefits

https://tracxn.com/a/reports/67Tr5IdfvXixZIp14Y6eLnkgW8G0SilwUyKKWVz833o/FinTech%20US%20-%20Feed%20Geo%20Report


Key Analysis/Hypothesis #1

To optimize Financial Service business activity, it is essential to understand all data available. Using a signals* platform enables organizations to better  
understand tens of thousands of potential drivers in the external market. For example, combining local area risk signals with more recent COVID-19  
related signals helps to generate insights about local communities. In turn, these ideas could be used to create customer focused products and services.

COVID-19 Related FactorsLocal Area Risk Factors

Single Family Homes,
Pop. Density, Insurance Covg.

“Walkability Score”  
Access to Mass Transit

Pop +65 Age, high % of  
Dependents, Occupation Type

“Non-essential business”  
population, small business density

Testing Availability and Frequency, Confirmed  
Cases, Morbidity rate, Hospital Admissions

School Closures, Google Mobility Reports,  
Event Cancellations / Rescheduling activity

Unemployment Filings, New Job Postings,  
Local News narrative

Federal fund distribution, local contract awards

Increased work-from-
home measures

• How will the workforce be impacted  
asymmetrically by considering the  
nuances of their local community?

Emerging need for  
Pandemic Risk  
Coverage Policies

• Which signals are most important to  
consider when looking into potential  
disruption of an organizations business-
processes (e.g., likelihood of occurrence  
and severity)?

• How can we "surround" each potential  
policy-holder with these signals?

What support do local
business and
organizations need?
When?

• Where across the NYC area do we see
early signs of recovery?

• For what types of businesses?
• How long will recovery be expected to

take, and once recovered – what do we
expect the ‘new normal’ to be?

Potential risk of credit
default?

• Do we expect disruption of income?
• Do local populations exhibit signals that

could suggest liquidity and, or an ability
to recover financially?

Sample disruption Related insightsSignals

*Signals are a collection of data sources that are harnessed to interpret the impact of internal
and external factors. They can help organizations derive insights from the patterns that
emerge. It is possible to “listen” to the tens of thousands of signals around us and then use
advanced analytics to make sense of it all.
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Vulnerability
— Definition: Determines level of industry sensitivity to

market disruption. Some businesses / industries aren’t
vulnerable, but others can be highly vulnerable, in either
positive (counter cyclical) or negative (pro cyclical) ways

— Counter-cyclical – Comprised of industries that benefit
from economic disruption (e.g., frozen foods, paper 
goods, delivery dining)

— Pro-cyclical – Industries that suffer (e.g., theme 
parks, cruise lines, casinos, casual dining)

Ability to Recover
— Definition: Evaluates the resiliency of an industry /

company in the face of adversity and how well it either
bounces back or readapts in the face of a ‘new normal’

— No one can accurately predict the timing of recovery, but 
we can monitor leading market and financial indicators to 
produce various recovery curves

— At an industry level, capture both real and perceived
impact on business and society. Include more customized
detail at company level

Most industries, including Financial Services, are being impacted by the Pandemic, but are experiencing uncertainty in different ways. This
uncertainty can be holistically captured by assessing Financial Services vulnerability and ability to recover.

Determine Pandemic Impact
Across All Industries

Assess ‘Vulnerability’ and ‘Ability to
Recover’ at an Industry / Sub

Industry Level (complete)

Determine Pandemic Impact at
Enterprise Level

Customize by client, including
additional analyses (e.g., market

context, resiliency, trends)

Create Recovery Scenarios

Use demand forecasting system to
project future performance based
on recovery curves (V, U, W, L),

1 2 4
Develop Recovery Strategies

Identify and prioritize levers to help  
client mitigate risk during and

accelerate recovery post pandemic

3

Key Analysis/Hypothesis #2
Pr
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s
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Weather the Storm
• Smartly manage cash to  

prepare for recovery
• Expand to new uses/markets/

substitutions
• Manage cash and invest in  

‘recovery’ based programs

Manage Complexity
• Focus on managing temporary  

(or longer) reconfigurations of  
supply chain network to meet  
shifting demand paradigms

• Manage scaling up and down  
to meet demand, but seek to  
avoid bullwhip effect

Ability to Recover High

Ride Wave & Invest for  
Growth
• Ensure support to handle new  

levels of demand
• Drive ‘loyalty’ at time of crisis
• Position for ‘share growth’  

acceleration post pandemic

Defend & Innovate
• Focus on arresting declines
• Expand to new uses/markets/

substitutions
• Supply chain/network  

configuration & reallocation
• Focus on trimming fat/waste
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Industry PII Assessment Matrix:  
Strategic Guiding Principles
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The Pandemic Industry Index (PII) is a way to diagnose ‘vulnerability’ and ‘ability to recover’ at an industry level. It also identifies generic go-forward strategies  
which can be combined with additional analysis and/or organizational priorities to drive recovery. Depending on the location of the Financial Services sub-
sectors within the matrix (on the left) will drive the actions for recovery per the chart on the right.

Industry PII Assessment Matrix
Shows the impact of economic + societal disruption across two dimensions
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Key Analysis/Hypothesis #2 (continued)

Source: KPMG Pandemic Response System Assessment
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The New York Metro area is the largest employer for Finance and Insurance in the  
U.S., by employee number and total compensation

Distribution of Finance & Insurance employees by Metropolitan Statistical Area (MSA)

% of total Finance and Insurance Employees($m)  
by MSA (2018)
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% of total Finance and Insurance Income($b)  
by MSA (2018)

$862b (Total)

Source: Data from U.S census, Bureau of Economic Analysis (2018)

Comments

 The NY Metro area employs the most 
people in the Finance and Insurance 
industry; 10% of the national total and 
twice as many as the next closest MSA 
(LosAngeles)

 The New York Metro area also has by
far the largest percentage of Finance
and Insurance income – nearly 4x the
next closest MSA (LosAngeles)



The average payroll per employee in the NYC MSA is the highest nationally and is >
2x the national average

Distribution of Finance & Insurance employees by MSA

Average Pay Per Finance and Insurance Employee ($k) (2018)

Comments

 Of the top 4 metro areas (by total
Finance and Insurance employment),
NYC consistently pays the highest

 In the NY Metro area, Finance and 
Insurance employees are paid more 
than twice the national average
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World Stock Exchange Market Capitalization
Region as a Percent of Whole World Market Capitalization (%)

Recession

New York City Stock Exchanges represent a significant portion of global exchange
market cap (40+%)

Historical Stock Exchange Performance

Source: Data from World Federation of Exchange

Comments
 While NYSE and the Nasdaq fell

significantly during 2007-09, they
demonstrated resiliency and led the
recovery compared to other
exchanges

 Since 2009, NYSE and Nasdaq 
have gained market cap share to 
almost 40% as they lead exchanges 
in post-recession recovery

 NYC market cap. (Nasdaq
+ NYSE) is around 6 times that of  
the next city, Tokyo
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New York Stock exchanges are not only largest by Market Cap, they are also one
of the most active in trades and listings

Historical Stock Exchange Performance

Comments

 NYC is clearly home to the two most
important markets in the world – the NYSE
market cap is almost 4X its next highest
international competitor (Tōshō)

 Nasdaq and NYSE have the 2nd and 3rd largest
trade volume for 2019, only behind Shanghai

 Nasdaq is 2nd in terms of number of companies
listed to Tokyo
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2019 Largest Stock Exchange Profile
Number of Companies listed vs Trade Volume

Bubble size = 2019  
Market Cap

Source: Data from World Federation of Exchange accessed May 2020  
Notes:
(1) Trades are defined as trades registered in the exchange electronic order book
(2)Shanghai – In 2019, the exchange allowed companies outside China to list on the  
exchange as well as launched a STAR market to focus on tech, resulting in major  
growth in volume (2,243 T trades in 2018)



4C. Facilitating the continued
diversification of the NY Metro
Region economy
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Life Sciences
Note: In providing this report, KPMG undertakes no view or role that could be considered public policy
advocacy or lobbying. KPMG LLP does not provide legal services and none of the information in this
document constitutes legal advice.
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The Life Sciences Industry has been a strong driver of the region's economy for more than a century. While the industry has grown in the region, the
share of global industry revenue has been declining over the past two decades. The region has dominant positions in many, but not all subsectors, so it
will be important to have a strong plan to drive the investment in the future. The U.S., and the NY Metro region, need to ensure that the region regain
and retain leaders in life sciences not only for the economic growth, but for the health security of the region and the nation. Critical steps include:
• Recognize the virtuous circle of scale and synergy between the Life Sciences industry and the strength of the NY Metro healthcare

institutions (hospitals, medical schools). The elite medical facilities in the region are a strong anchor for the industry, but many of these have
suffered financially through this crisis. Stabilizing and restoring the full operation of healthcare systems will be critical to both recovery of certain
segments and retention/growth of the life sciences industry in the region.

• Anticipate that other regions (and countries) will see the value of life sciences as a driver of economic growth in their recovery – make sure 
companies that are here, stay and are motivated to invest to grow here. Over the past two decades, big pharma has aggressively pursued growth 
markets, lower cost manufacturing and innovative tax strategies. Industry consolidation has yielded fewer more valuable companies and has moved 
control of some out of the U.S. The industry is not as sticky in the region as it once was.

• Continue to fuel innovation. The NY metro region has been actively driving investment for biotech and biopharma research to close the gap with
leading biotech hubs in Massachusetts and California. Start-ups are significantly R&D driven (many with no commercial products), and drive
significant job growth.

• Look for opportunities to leverage NY’s leadership in Healthcare and Life Sciences as a lever in the recovery of the region overall.
Investments and support for the healthcare ecosystem in the region will help stabilize the economic viability of providers, will help to restore
consumer confidence and is necessary to address known challenges for underserved populations. Done well, these investments could position the
region to be seen not as the epicenter of COVID-19 in the U.S., but make the NY Metro area “The Picture of Health” in the pandemic recovery.

Steps to secure and grow Life Sciences in the NY Metro region

Use subject to the PFNYC-KPMG Engagement Letter



Life Sciences has a strong presence in the region

Attractive Talent Pool & Facilities
• Job opportunities attract talent; availability of  

talent attracts employers.
• Well educated: NJ medical schools and  

universities graduate 27,000 life science  
graduates per year3

• 17.7M sq ft of lab space in the NJ Market  
and 2.7M in NYC 3,4

Leading Healthcare Ecosystem
Home to pre-eminent healthcare systems, the  
region offers unique opportunities for  
collaboration, per U.S. News 2019 study5

• 5 of top 20 academic medical institutions
• 4 of top 20 hospitals
This is the region’s most valuable point of  
differentiation and must be maintained.

Proximity to Financial Marketsand  
Venture Capital funding
LS is amongst the most active in M&A,  
divestitures and VC based start-ups. Big  
pharma companies partner with (and acquire)  
innovative biotech start-ups to drive growth  
and manage risk.

Life sciences companies have a  
strong presence in the region
• 11 of top 20 global pharma companies have  

HQ or U.S. HQ in the region
• 2 of top 10 Med device companies
• 4 of top 10 biotech companies1

The business of life sciences is:  
research intensive, capital intensive  
and high risk. According to a 2019  
PhRMA study:2

• Only 12% of drugs that enter clinical trials  
receive FDA approval

• It takes on average 10-15 years and $2.6B  
to bring a new drug to market
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Iconic brands started here
• Pfizer – Brooklyn, 1849
• Bristol Myers Squibb – Brooklyn, 1858
• Johnson & Johnson – New Brunswick, 1886
• Merck – New York, 1891
• Becton Dickinson – East Rutherford, 1897

https://www.genengnews.com/a-lists/top-25-biotech-companies-of-2019/
https://www.phrma.org/en/Report/Chart-Pack-Biopharmaceuticals-in-Perspective-Summer-2019
https://www.roi-nj.com/2020/02/17/real_estate/cw-report-finds-n-j-remains-strong-real-estate-market-for-life-sciences/
https://pfnyc-main.madeostudio.com/wp-content/uploads/2020/01/2018-05-Fund_LifeSciences_NYC_Commerical_Biotech_Facilities_Map.pd
https://health.usnews.com/health-care/best-hospitals/articles/best-hospitals-honor-roll-and-overview%20f


NY metro is a pre-eminent U.S. and global healthcare market. Proximity to this market is a key reason for life sciences to continue to base itself in the region.  
The recovery of life sciences in NY metro, and the ability to sustain the vibrant society that makes NY metro unique, depends on the recovery of healthcare.
• NY Metro is the leading U.S. center for healthcare education. This provides expertise to life sciences organizations, and attracts professionals to theregion:

• In 2019, New York state trained almost 32,000 residents, many of these in the NY metro region. This is the highest in the nation, 13% of the national total, and 10,000 more than
second-placed California. However, NY retains fewer residents compared to California – 51% vs 77%.1 Greater retention of this talent will aid the life sciences sector and the
vibrancy of the regional economy. New York is home to 16 accredited medical schools, the greatest number of anystate2.

• NY Metro is the leading U.S. center for healthcare research, enabling NY Metro life sciences organizations to partner with leading clinical experts:
• The NY Metro area is home to five of the top 20 ranked university medical centers for research (NYU, Columbia, Cornell, Yale, Icahn). No other U.S. metro area is home to more

than two. Continued access to this expertise is essential for life sciences to recover and thrive3.
• Five NY Metro medical schools made the top 20 list of medical schools that received the most NIH research funding, receiving 20% of the national total ($2.2mn) 4

• Metro NY is leading major clinical trials to combat COVID-19. NYU is accepting the first patients for clinical trials of Pfizer’s COVID-19 vaccine, Mt Sinai is trialing the use of 
plasma to transfer antibodies from those who have had COVID-19, and Montefiore is leading a trial on using remdesivir to treatCOVID-19.

The NY Metro healthcare industry is a magnet for Life Sciences

• NY Metro hospitals are beacons of quality care to the world, sustaining world-leading
research and treatment, and supporting disadvantaged communities:

• The Hospital for Special Surgery (HSS) is ranked No. 1 for orthopedics for the 10th year in a
row. This expertise attracts patients from around the world. HSS served patients from 80
countries in 2017, benefiting the local economy and NY metro’s reputation in healthcare.5

• The NYC Health and Hospitals Corporation is the largest municipal healthcare organization in
the U.S. 34% of its 1.4m patients served are uninsured6

• The NY/NJ/CT area was chosen the largest number of times for clinical trial sites.7
While California was chosen a similar number of times for early stage trials, the Tristate Region was
chosen significantly more often for more advanced (Phase III) trials. For late-stage trials, NJ and CT
together were chosen for at least one location as often as New York, suggesting that 
innovation/know-how is distributed across the region.
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Sources: 1 – aamc.org; 2 – NYACEP; 3 – US News; 4 - US News; 5 – HSS; 6 – CDC; 7 – Clinicaltrials.gov, KPMG Analysis
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https://www.aamc.org/data-reports/students-residents/interactive-data/report-residents/2019/table-c6-physician-retention-state-residency-training-state
https://www.nyacep.org/practice-resources-2/resources/medical-students/new-york-medical-schools
https://www.usnews.com/best-graduate-schools/top-medical-schools/research-rankings
https://www.usnews.com/best-graduate-schools/top-medical-schools/most-research-money-rankings
https://news.hss.edu/hss-nationally-ranked-no-1-in-orthopedics-by--usnews--world-report-for-tenth-consecutive-year/
https://npin.cdc.gov/featured-partner/new-york-city-health-and-hospitals-corporation-hhc
https://clinicaltrials.gov/ct2/results/map/click?map.x=556&amp;map.y=782&amp;recrs=e&amp;cntry=US&amp;state=US:NY&amp;phase=23&amp;fund=02&amp;map=NA:US&amp;mapw=1515


Medical Device

Diagnostic & COVID related

Elective procedure related  

Dental, vision care

The impact of COVID-19 on Life Sciences varies by segment

Biotech

Non-COVID-19 clinical trial 
delays  add cost, may put 
funding  milestones at risk. 
Patient  safety and healthcare 
provider  availability are
limitations.

• Johnson and Johnson announced medical 
device sales fell 8.2% in 1Q and expects 
business to begin recovery in 4Q.

• Orthopedics and vision correction were hit  
hardest.

Roughly two-thirds of Merck’s pharmaceutical
revenue is comprised of physician-
administered products, which, despite strong
underlying demand, are being impacted by
social distancing measures, fewer well visits
and delays in elective surgeries due to
COVID-19.

Sources: Merck, J&J 1Q2020 earnings statements
1- https://www.psychologytoday.com/us/blog/the-unseen-side-biotech/202004/amid-covid-19-pandemic-how-is-biotech-responding

..those with clinical trials currently in progress face the
toughest challenges. Clinical Research IO recently
reported that 24% of physicians leading trials have
stopped enrolling patients in trials, and those who
haven’t are considering doing so. But biotech
companies have to pay to keep trial sites open,
meaning that they are running up costs even when
they cannot treat patients and collect data on whether
their therapy works. At the same time, closing down
and re-opening trials will also be incredibly costly.–
Natalie Ma, Ph.D., Yale1

Pharma

ProviderAdministered
therapies

COVID-19 related treatment/vax

Clinical Trial delays

While some companies are diligently working to develop vaccines and therapies for COVID-19, other segments of the industry are under pressure
from efforts to manage the pandemic. Restricted access to routine care and elective procedures have implications for suppliers.
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http://www.psychologytoday.com/us/blog/the-unseen-side-biotech/202004/amid-covid-19-pandemic-how-is-biotech-responding
https://www.ptcommunity.com/wire/coronavirus-will-slow-down-global-drug-development-new-survey-clinical-research-io-predicts


The large medical centers of the NY Metro region have experienced significant financial stress during the COVID-19 crisis, as volumes shifted
to COVID-19 and away from more profitable services, including elective procedures. Even hospitals in areas without large spikes in virus
patients have seen significant decline due to social distancing restrictions. Small hospitals and Ambulatory Surgery Centers are hugely
dependent on elective procedures to remain profitable. Reduced procedure volume can quickly cause these businesses to be unprofitable.

Life Science companies need a rapid and full recovery of the
healthcare providers in the region and across the country

• Medical device manufacturers are suffering
significant losses as elective surgeries are
suspended.

• Provider administered therapies account for
a significant share of specialty pharma
revenue. The number of patients receiving
treatments has declined.

• Cosmetic procedures drive revenue in
device and medical aesthetics.

• The pandemic has delayed or paused
many clinical trials while the healthcare
provider industry concentrates efforts on
the coronavirus creating a backlog of 
demand and delaying launch of new
therapies.
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New manufacturing sites could drive job growth and U.S. health security

The COVID-19 pandemic has highlighted the risks of a globally 
sourced pharmaceutical supply chain
• FDA has identified 150 drugs that are at risk of shortage due to the pandemic’s impact on

the supply chain.
• Senator Josh Hawley (R-Missouri) expressed growing concern over the “severe,

longstanding and unresolved vulnerabilities” to the pharmaceutical and med device supply
chain in a 2/24/2020 letter to the Commissioner of the FDA.

• Imports from India accounted for 24% of medicines and 31% of medicine ingredients to the
United States in 2018, according to the U.S. Food and Drug Administration.

• In early March, India restricted the export of 26 pharmaceutical ingredients and the
medicines made from them – pressure from the U.S. led them to ease restrictions by April.

• 85% of medicines in the U.S. strategic national stockpile use some component that comes
from China.

• Janet Woodcock, FDA’s director of the Center for Drug Evaluation and Research, in
congressional testimony in October said “While it is clear drug production, particularly of
APIs, has moved out of the U.S., … We do not have information that would enable us to
assess the resilience of the U.S. manufacturing base, should it be tested by China’s
withdrawal from supplying the U.S. market.”

• Falling U.S. prices for generics among growing world production has led many drug makers,
some with plants already in the U.S., to sell off or close facilities making generics.

• FEMA was helping NYC address shortages of key drugs in mid-April.

• Supply chains need to be rethought within
the context of the pandemic – Health 
Security and Domestic Readiness need to 
factor into planning.

• Advances in manufacturing technology 
could make it not only desirable, but 
reasonably affordable to bring 
manufacturing back to the region.

• New manufacturing facilities – either 
company owned or as independent contract
manufacturing organizations (CMOs) –
could create new jobs in the region and 
could improve supply chain reliability for the 
region’s healthcare providers.

Manufacturing of key drugs and medical 
equipment in the region could
• Reduce risk of shortages in a future crisis
• Create job opportunities
• Make the industry “stickier” in the region

Potential
Benefits
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What can be done…



The NY Metro area should anticipate federal incentives to bring more of 
the pharmaceutical industry supply chain back to U.S. shores

72%
of active ingredient  
manufacturing for  
pharmaceuticals sold in  
the U.S. come from
other counties.

“Historically, the  
production of medicines  

for the U.S. population has  
been domestically based.

However, in recent  
decades, drug  

manufacturing has  
gradually moved out of the  

United States“
– Dr. Janet Woodcock  

Director of the FDA's Center for Drug
Evaluation and Research (Congressional  

testimony October 2019)

10%
Drop in the number of  
domestic API facilities  
registered with the FDA  
from 2013 through
2019.

“The national  
security risks of  

increased Chinese
dominance of the
global API market

cannot be
overstated”

– Christopher Priest (Acting
Deputy Assistant Director for
Health Care Operations and

Tricare for the Defense Health
Agency)

~ 80%
of API manufacturers are  
located outside of the
U.S., leaving domestic 
supply  chain vulnerable 
to  disruption and putting
API  sourcing at risk.

1

Provide support and services to local API
and fine chemical manufacturers to take
advantage of the SAM-C Act incentives

2

Develop local incentives to help close  
the funding gap and incentive gap  
required to support more local API  

development

Identify the top 1000 most critical  
population health drugs, and prioritize  

incentives to align with the API needs for  
these drugs

3

Securing America’s Medicine Cabinet (SAM-C) Act authorizes
$100 million to develop centers of excellence where universities and the private sector will  
work together to develop new drug manufacturing technology and processes, and train a new  
workforce. The act proposes tax credits for manufacturers who close foreign-based facilities  
and open or expand domestic ones

© 2020 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent  
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https://www.npr.org/sections/health-shots/2020/04/24/843379899/pandemic-underscores-u-s-dependence-on-overseas-factories-for-medicines
https://www.businessinsider.com/blackburn-deregulation-helps-us-business-economy-coronavirus-pandemic-recovery-2020-5
https://connect.ashp.org/blogs/paul-abramowitz/2019/11/18/ashp-taking-steps-to-address-drug-manufacturing?ssopc=1
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The value of biotech research and development has fueled public and private investment in bio-tech clusters. The NY Metro region was  
slow to enter the race, while Massachusetts and California established early leads. A 2016 KPMG study commissioned by the Partnership  
for NY showed that the NY Metro region had the potential to emerge as a dominant biotech cluster. Public private partnership investments  
have closed the gap, but the leaders continue to drive innovation and challengers are aggressive.

Accelerating investment in biotech can fuel growth

• Ensure that pre-pandemic plans for investment 
in biotech incubators in the region move 
forward.

• Explore opportunities to take advantage of  
increased commercial real estate availability to  
accelerate creation/scaling of life science
incubators.

• Consider mutually beneficial opportunities to partner  
with life sciences companies in the region to  
accelerate development of new innovation centers.

Driving growth in Biotech in the region could
• Drive direct and indirect job growth
• Attract substantial investment, both public and  

private

What can be done…Concerted efforts on the parts of NY, NJ and  
Connecticut have moved the region ahead of the  
Massachusetts cluster in the number and value of  
NIH grants and total jobs.
The region lags Massachusetts and California in  
VC funding relative to NIH grants.1 The VC/NIH  
ratio for both MA and CA is more than 2, while NJ is 
1.45, NY is .3 and CT is .23. The availability of lab  
space continues to be a significant gating factor in  
the growth of the cluster.
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1 – Source: Partnership Fund for NYC report dated Sept 2019
2 – Source for graphs: Genengnews, Partnership Fund for NYC report dated Sept 2019, KPMG Analysis.
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Potential
Benefits

https://www.genengnews.com/a-lists/top-10-u-s-biopharma-clusters-6/
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Potential Risks

Plans for recovery must consider potential threats and manage risk

The opportunity for the life sciences industry to contribute to the economic recovery and return to 
growth of the NY Metro region. recovery

Sustain commitments and accelerate  
investments to grow the NY Metro Bio  
Cluster

Pursue mutually beneficial strategies  
to redesign the Healthcare/Life  
Sciences supply chain to fuel job  
growth and improve resilience

Ensure the full recovery of the region’s  
medical institutions to secure NY’s  
status as a global leader in healthcare  
and academic medical centers

• Planned investments do not materialize or are delayed due to the unforeseen  
financial stress of this crisis and re-evaluation of risk.

• Pharma pricing re-emerges as a hot political issue. The industry has been under fire 
for high prices in the U.S. The issue of pricing and the solution to make medicines 
more accessible and affordable are complex, and solutions need to consider the 
value of innovation  and the total cost of discovery and development to bring a 
product to market.

• Local cost of living increases in the wake of the COVID-19 crisis. While R&D and  
clinical operations are harder to relocate (at least in the short-term), the corporate  
headquarter functions can relocate fairly easily. Business leaders will consider their  
personal financial well being as well as shareholder interests in weighing their  
options. Other regions may aggressively pursue this attractive sector.

• Already high tax rates (corporate and personal) drive companies and individuals  
looking to manage costs to more affordable locations.

• Just as the synergistic network effect across healthcare, research universities and
life sciences companies contributes to the region's appeal, a reversal in any one of
these dimensions could contribute to the rapid decline of the others.
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9D. Mitigating legal, contractual  
and procedural obstacles
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Note: In providing this report, KPMG undertakes no view or role that could be considered public policy  
advocacy or lobbying. KPMG LLP does not provide legal services and none of the information in this  
document constitutes legal advice.



9D – Overview & Context

— NYC is a dynamic environment for infrastructure development and construction. An epicenter for roughly a dozen or so mega-
projects or development visions at any given time and seemingly endless smaller-scale construction activity across the public  and 
private sectors – construction has been an ever-present part of NYC living throughout itshistory.

— Based on data from the New York Building Congress, in February 2020, more than 260,000 people in the five NYC boroughs 
were employed in a construction industry occupation. In addition, construction spending for the three-year period 2019–2021 was 
estimated to reach $189 billion.

— Infrastructure development and construction activity have helped transform NYC into an economic powerhouse and hub of the  
region and the nation. However as critical infrastructure has aged without adequate investment, population and industry booms  
have put a greater strain on the existing network, and major weather and political events have ushered in a new need of resilience;
there must be a greater emphasis city-wide in unlocking value in public infrastructure projectdelivery.

— As the COVID-19 impact has caused construction to slow or halt in many cases, it remains a key lever to accelerating NYC’s 
path to recovery. As demand for commercial real estate and associated construction activity may be impacted more by a  
slowdown in the economy, public construction spending will be even more critical in supporting jobs and economic recovery.
Focusing on opportunities to create cost efficiencies to advance more projects and leveraging different tools to accelerate  
procurement and delivery is prudent and will have a beneficial impact on both near- and longer-term return on investment.
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9D – Unlocking Value in Public Infrastructure Project Delivery

Keys to unlocking value in infrastructure project delivery…

Choosing the right delivery model

Allocating risks appropriately

Streamlining approval processes

Eliminating obstacles and impediments

Enhancing competition during procurement
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Engaging with the market early and often

Sharing public sponsor data to manage risk and reduce 
contingency pricing

Encouraging innovation and economies of scale

Delivery Model & Contract Considerations Procurement Considerations



There is no one-size-fits-all delivery model or approach for all projects. An optimal delivery approach should reflect an agency’s project delivery goals, internal sophistication 
and resources/capabilities, market capacity, bidder interest, risk tolerance, and unique project risks. Ultimately, the optimal delivery model will be one which meets 
procurement objectives, allocates risks to the party best positioned to mitigate them, and offers the most value for money.

— Alternative delivery model flexibility: Design-Build legislation (Assembly Bill A7636B) was recently authorized (December 31, 2019) for certain NYC agencies allowing 
them to capitalize on cost and schedule savings. Training in the procurement and oversight of design-build contracts will be critical for the City to realize benefits. 
Furthermore, additional delivery model alternatives including progressive design-build, construction manager/general contactor (CMGC)/construction manager at risk 
(CMAR), and public-private partnership (P3) structures (such as design-build-finance, design-build-finance-operate-maintain, etc.) should be available and explored where 
appropriate as, they may provide enhanced cost/schedule savings, risk allocation or improved service levels, depending on project characteristics. The City should further 
continue to pursue and evaluate other integrated construction strategies (e.g., integrated project delivery (IPD), Lean, etc.) and contracting methods that will help deliver 
projects more effectively and efficiently. According to the National Council of State Legislatures website, at least 39 states have P3/alternative delivery legislation. Based 
on the Design Build Institute of America website, 79% of total construction spend in the U.S. between 2018-2021 will be delivered through design-build or CMGC/CMAR
contracts.

— Appropriate risk allocation: As the delivery approach for each project package is determined, it is imperative for the project sponsor to carefully define objectives and 
assess the risks inherent in the project to allocate those risks to the party best positioned to mitigate them. Development of a business case for important projects is critical 
in justifying decisions on the most suitable delivery model and ensuring risk allocation is in line with goals. This allocation of risk should be captured in the project
agreements/contract.

— Streamline approval process: Consider streamlining project approval processes through clearly defined roles within the sponsoring agency. Limiting or better  
coordinating approval processes by other engaged agencies, particularly with respect to an approval of a final project agreement once procured and negotiated or a  
project design approved by the City, is important as those layers of additional approval introduce a high degree of uncertainty that any contract will be awarded.
Avoidance of potential uncertainty to bidders once significant investment is made in procurement toward a delivery model can help reduce overall project costs. Clear  
legal authority for the chosen delivery model and strong project champion(s) with decision-making power are essential to projectsuccess.

— Permitting and procedures: Environmental permitting through City Environmental Quality Review (CEQR) and zoning reviews through Uniform Land Use Review  
Procedure (ULURP) can be onerous project requirements which, if not thought through early on in the process, can lead to more costly project bids, schedule delays,  
and lack of certainty around project approvals. Proactive or expedited management of these processes, as required, will help project sponsors manage costs.
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9D – Delivery Model & Contract Considerations



— Construction insurance programs: The City should explore the possibility of leveraging wrap up insurance programs and/or other cost effective insurance  
and bonding strategies for projects within the City to help drive construction costs down. While these programs have been implemented at specific agencies  
and on specific projects, consider leveraging more consistently. Insurance costs represent a significant portion of total construction project costs, often  
exceeding 10% of the total project costs in NYC and the surrounding region. Traditional methods for insuring construction projects consist of each general 
contractor and sub-contractor obtaining their own insurance policies from any provider of their choosing. By accepting a general contractor’s successful bid, the 
property owner indirectly pays for administrative overhead at dozens of separate insurance brokers and insurance companies.

— Prompt payment process: In the construction community, NYC has a track record of not paying contractors quickly, with agencies often taking more than 90  
days to pay contractors and subcontractors. Delayed payments can result in financial strain during the construction period. Further, contractors typically  increase 
bids and pricing to mitigate the risk around prompt payment. Delays in the payment process are often the result of many levels of review and approval at NYC 
agencies. NYC should consider developing a pre-fund account that allows for payments of contractors prior to invoices being reviewed and approved by all
parties. An in-depth review should be conducted following payment with issues that are identified being rectified on future invoices.

— Dispute resolution: Improve interagency coordination and timing of involvement as they relate to handling of claims and dispute resolution to avoid substantial  
delays in processing toward resolution, resolve quickly, and avoid costly litigation. This will also increase competition and reduce pricing of contingencies

— Fraud detection, ongoing project monitoring and oversight: The strong exposure of large construction projects to the risk of fraud, waste and abuse  
means that owners must develop processes and engage resources to help ensure a culture of compliance and accountability exists throughout all phases of  
construction projects design and delivery. Without adequate resources to evaluate the potential avenues for fraud, waste and abuse of project funds, NYC  may 
be unknowingly assuming additional risks. An effective method of independently monitoring risks on capital projects is engaging an outside monitor to actively 
oversee and assess project processes in real-time to help ensure compliance with legal standards and program guidelines, budgets, schedules, and to address 
instances of fraud, waste, and abuse.

— Contract bundling: The City should consider, whenever beneficial, allowing or providing waivers for bundling of different trade-specific prime contracts (i.e.,  
Wick’s Law) to reduce procurement times, generate economies of scale during procurement and reduce interface risks and leverage oversight capability of  
larger contractors in larger projects. Further, for various projects across similar asset types (e.g., K-12 schools, street-lighting), the City can consider  
opportunities to bundle those projects into a single contract for procurement. This has the added benefit of attracting greater commercial interest and more  
competition for award as the contract scope and size increase, and can promote efficiencies and economies of scale indelivery.
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— Contractor debarment: In 2019 the State of New York codified N.Y. Pub. Auth. Law § 1279-h requiring the MTA to debar – for a period of five years,  
contractors who fail to complete work on budget or on schedule by more than 10 percent. The impact of this regulation has led to significant concerns  
within the contracting industry with respect to work with the MTA, and in November 2019 a coalition of five contractors' groups, the Alliance for Fair and  
Equitable Contracting Today (AFFECT), sued the MTA, over the rule. Concerns cited over the debarment regulation could have meaningful adverse  
implications such as loss of competition for projects and pricing inflation for those that choose to remain in the bidding. Consider rescinding this law.

— Whole-life costing approach: The City should continue general project planning guidance to educate agencies on the need to consider whole-life  
costing – inclusive of both upfront construction costs and long-term operations and maintenance costs – when assessing project opportunities. Taking a  
whole-life costing approach early-on when assessing risks and financial feasibility will help drive transparency on true project cost. Often agencies focus  
only on the ability to fund upfront capital expenditure (capex) and do not consider the funding required for longer term costs associated with operations  
and maintenance through an asset’s useful life. Without a whole-life costing approach, assets may not be sufficiently funded or maintained, leading to  
poor service, costly deferred maintenance obligations, and/or the need for costly replacement assets sooner thanexpected.

— Standardization: The City should consider standardizing contracts for specific trades to alleviate administrative burdens on agencies and streamline  
contracting with the private sector. Standardization may also facilitate better interoperability and streamline efforts to contract and reduce costs on both  
the public and private sides.

— Proactive coordination with labor unions: Labor unions are an important part of the project delivery fabric in NYC. The City should continue to work  
proactively with the unions to develop project labor agreements (PLAs) and other creative solutions that allow projects to benefit from union labor in a cost  
effective manner.

— Centralized construction coordination group: The City should consider developing a centralized construction coordination group to ensure that  projects 
move forward expeditiously, are scheduled effectively and efficiently based on the needs of multiple agencies, and are built in the most effective  manner 
while minimizing the impact to residents, businesses, workers, commuters, pedestrians, and vehicles.

— Centralized infrastructure delivery group: The City should consider developing a centralized infrastructure delivery group to attract experienced talent  
and build up a centralized office to help facilitate and coordinate infrastructure delivery on large-scale complex projects that require involvement by multiple 
agencies. Dedicated resources with multidisciplinary capabilities will help ensure that the City has the right level of sophistication to address the range of 
complex infrastructure delivery requirements from a commercial, financial, legal, and technicalstandpoint.
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Every project is unique, and procurement processes must be customized to the chosen delivery method and the prevailing characteristics of the project scope.  
However there are a number of ways NYC agencies could tailor their procurement approaches to enhance competition, reduce proposal development and  
pursuit costs to the private sector, and improve value for money:
— Manage pipeline of projects: Providing clear, early guidance to the market regarding the pipeline of development opportunities as well as details for 

each particular project, including agency objectives, will allow the construction industry to plan better and will help attract more competition.
— Build consensus: Invest time and resources for projects early on to build consensus and stakeholder buy-in (including within other relevant City  

agencies) and limit risk of cancellation or interference through robust feasibility analyses, comprehensive business cases, economic impact assessments,  
and clear, well-defined scopes of work.

— “Should-cost” analysis: Enhancing capabilities on preliminary cost estimation should be a focus of early-stage project feasibility analysis. A robust  
“should-cost” analysis can serve as an effective procurement tool as it enables better decision-making in conceptual design, better negotiation leverage  
and improved ability to identify potential fraud.

— Procurement process: Typically most complex projects employ a two-step procurement process with an RFQ and RFP. The aim of this process is to  
select a short-list of typically three to four bidders technically and financially capable of submitting a compliant and deliverable RFP response. Short-listing  
has the additional benefit of limiting the number of teams who will need to develop detailed responses and reduce the cost to the market of project pursuit.  
The City should consider developing strategic sourcing across NYC agencies to obtain better pricing and coordination acrossagencies.

— Promote best value: The City should promote procurement processes with "best value" selection criteria – accounting both for price and other non-price  
factors that are desirable for the success of a project (e.g., technical solution, quality of work). Selection based solely on price (i.e., low-bid) can lead to  
costly change orders, claims and schedule overruns. The City could further consider expanding selection criteria to include past performance with respect  
to change order history, quality ratings and other past performance in evaluation of newbids.

— Market outreach and industry reviews: Market outreach through industry days and targeted industry reviews and one-on-one meetings with potential
respondents can provide key insights and clarity on procurement issues, concerns, pricing, and inefficiencies. It can also foster project pipeline to attract
investment.
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— Environmental/site investigations and early investigative work: Contingency pricing can be managed by making environmental or early work (e.g.,
geotech studies) available to bidders early on. Developers can better price risks that they understand and can quantify. Provision of all applicable data
from the public sponsors and supplied through a “dataroom” can help bidders quantify known risks and thereby minimize contingencypricing.

— Alternative Technical Concepts (ATC): For some complex projects, inclusion of an ATC process in the procurement strategy can help bidders to put
forward innovative design concepts that, while initially inconsistent with technical provisions or not previously considered or explored, can improve risk
management by bidders or provide overall construction efficiencies that drive overall cost savings.

— Unsolicited proposals: The City could incentivize private sector innovation by permitting submission of unsolicited proposals for project opportunities.
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