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Ernst & Young LLP (Ernst & Young) was asked by the Public Buildings Service (PBS) of the General Services Administration (GSA) to evaluate the Flexiplace Work Telecommuting Centers Pilot Study Project in greater metropolitan Washington, DC (Pilot Project).

The purpose of the study was:

· to examine and evaluate the Pilot Project to date, including the "lessons learned" through development and operation of the telecommuting centers (telecenters), 

· to discuss the viability of the telecenter concept, and

· to define a context for optimal development and operations of future telecenters serving the federal workforce. Ernst & Young completed this study between December 1997 and March 1998. 

To reach our conclusions, Ernst & Young:

· reviewed data on the Pilot Project Telecenters provided by GSA;

· reviewed previously prepared studies by GSA, the General Accounting Office (GAO) and others on the Pilot Project as provided by GSA;

· reviewed public documents and periodical reports on the teleworking and telecenter phenomenon;

· interviewed various public and private sector professionals involved in the marketing and management of telecommuting and telecenters;

· toured all 15 of the telecenters and interviewed their directors;

· interviewed two agency telecommuting coordinators; and

· conducted three focus groups with federal telecenter users. 

GSA provided Ernst & Young with development and operating data to analyze the performance of the Pilot Project Telecenters. Development data was based on calendar years 1993 through 1998. Operating data was based on reported operating performance from January 1995 through November 1997. 

The discussion below summarizes the findings and conclusions contained in the report.


1.1 Project Background


Between fiscal years 1993 and 1997 Congress made available $11.25 million for GSA to establish, operate, and equip telecenters as part of a demonstration Pilot Project in the Washington, D.C. metropolitan area. The objective of the Pilot Project was to build telecenters to assist in supporting and promoting telecommuting for all federal workers as part of family friendly work initiatives endorsed by the federal government. 

Under this Pilot Project GSA and its local affiliates opened 14 telecenters in the greater metropolitan Washington, D.C. area — seven in Maryland, six in Virginia and one in West Virginia. A fifteenth telecenter will open soon in Maryland. The locations of the 15 telecenters, established between 1993 and 1998 are shown on the attached map. 

As of November 1997, an estimated 380 federal teleworkers who worked for 14 federal agencies utilized the 322 workstations available in the 14 Pilot Project Telecenters. 

Telecenter Locations in the Greater Washington, D.C. RegionPRIVATE "TYPE=PICT;ALT=Map of Washington D.C. Region"
1.1.1 Facility Design and Location

Design. Generally, Pilot Project Telecenters are well designed. However, a few of the telecenters' utilization suffers from poor design such as lack of individual workstations. Most telecenter facilities include: 

· 15 to 30 individual cubicle workstations or offices with phones, 

· computers with requisite software and modems to connect with main office networks, 

· fax machines, printers, copiers, shredders and other office equipment, 

· meeting/conferencing space, 

· video conferencing capabilities, and 

· kitchen/break room areas with refrigerators, microwaves and coffee machines. 

Location. All of the Pilot Project Telecenters offer reasonably good accessibility, within a short drive of highways or other main arteries. 

Telecenters generally are located in multi-tenanted facilities such as shopping centers, or office buildings. Some telecenters are co-located within a sponsoring entity's space. Telecenters designed and built specifically to meet the needs of the Pilot Project Program appear to have higher federal utilization than telecenters that were built to meet the needs of the affiliated entity. 

The intended customer for the Pilot Project Telecenters is the telecommuting federal worker. A number of the telecenters are located in areas that do not have enough federal population to support the telecenters. Moreover, some of the telecenters are located within ten or fewer miles from the next telecenter resulting in a sharing of the available pool of federal telecenter customers between the two telecenters. Some of these telecenters do not have enough federal population to adequately support the market of both proximate telecenters. 

1.1.2 Costs

Development Costs. A total of $4.7 million was spent to open all 15 telecenters; design, construction and equipping of twelve of the telecenters were funded directly by GSA. Three telecenters were developed by alternate entities and made available to GSA under leases or Memorandum of Agreement. For telecenters whose development was funded by GSA, the average development cost was approximately $400,000 and ranged from just under $200,000 to less than $600,000 per telecenter, or $11,000 to $21,000 per workstation. 

Operating Costs. Representative Pilot Project Telecenter's 1997 annual operating costs range from approximately $50,000 to nearly $190,000 with an average of about $110,000. Adding an annual debt service charge per telecenter raises the total average annual operating expense by approximately $50,000 to $160,000 per telecenter1. 

1.1.3 Utilization

Federal Workers 

· In 1997 Pilot Project Telecenters opened for at least one year supported a system-wide federal utilization of 43 percent. 

· Individual telecenter utilization varied between one percent and 86 percent. 

· In 1997 only three of the nine telecenters had federally supported occupancies at or over 50 percent. 

Non-Federal Users. In fiscal year 1997 Congress authorized private sector use of telecenters. This authority represents the opportunity for additional revenue but few centers have capitalized on this authority. 

· Private sector market based rental rates for usage of telecenter workstations chargeable to non-federal users would range from approximately $350 to $500 for work cubicles; $500 to $750 for private offices. 

· Rates aside, generating extensive non-federal use of some Pilot Project Telecenters may be limited by individual telecenters' space layout or operating conditions placed by management entities affiliated with a particular telecenter. 

· Some existing Pilot Project Telecenters have had success at attracting non-federal customers: 

a. One of the telecenters fully operational for at least one year has had success marketing the facility to non-federal users. This center director combined skilled marketing and good networking with a space plan that accommodated a variety of users. This telecenter has generated substantial additional revenues from non- federal sources. 

b. Another telecenter, open less than one year, received non-federal revenues from the affiliated city which bought evening and weekend computer time for its residents. 


1.2 The Pilot Project - A Report Card

The development of Pilot Project Telecenters was supported by Congress as a way to find an "economically attractive alternative" to the daily commute that would allow Federal workers to "perform their office functions at a site closer to their homes." 

Telecenters would potentially provide the Government with the benefits of: "significantly lower lease or construction costs", "reducing demands and wear on Government funded infrastructure" and "improving the quality of life for Federal workers." 

In addition, telecenters were anticipated to make telecommuting more attractive for federal managers having the "added attraction for managers of ensuring that employees are in an office setting". 

Federal workers were to improve the quality of their lives through working in a telecenter close to their home, thereby enabling them to "spend more time with their families and less time stopped in traffic on congested roadways2." 

The goal of developing the telecenter versus the result as demonstrated by the experience of the Pilot Project Telecenters is illustrated in the charts below: 

PRIVATE
Anticipated Federal Worker Benefits
Impact of Pilot Project Telecenters

1. Improve the quality of life for federal workers.
Achieved. Focus group surveys suggest that the 380 teleworkers utilizing telecenters believe that their quality of life has been infinitely and strongly impacted by their telecommuting/telecenter experience.

2. Spend more time with their families.
Achieved. Anecdotal evidence suggests telecenter teleworkers spend more time with their families and their community.

3. Spend less time in traffic on congested roadways.
Achieved. Telecenter teleworkers spoke of typical commuting times ranging from 1½ hours to 3 hours. The telecenter conversely offered a 5 to 15-minute commute. Telecommuters spoke of requiring less sick leave, gaining increased productive work time and even requiring less disability leave because of their telecommuting/telecenter experience.

4. Perform office functions at a site closer to home.
Achieved. Telecenter teleworkers indicated that their home was not a suitable location for doing productive work and conversely the telecenter environment had proven quite effective. Some teleworkers commented that the telecenter provided a far more productive work environment and level of computer/technological support than did their main office.
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Anticipated Government Benefits
Impact of Pilot Project Telecenters

1. Create/help foster an economically attractive alternative to the daily commute.
Achieved. Estimates indicate an average cost of $0.65 per vehicle mile traveled; $0.40 borne by the owner of the vehicle. Assuming telecenter teleworkers saved (on average) 80 vehicle miles of commuter travel each day they used the telecenter, the 380 telecenter teleworkers would cumulatively save annually $948,500, and the Government $593,000, for a total estimated annual saving of at least $1,541,500. 

2. Significantly lower lease or construction costs.
Not Achieved. Telecenters, at this juncture, can only be viewed as extra real estate that the Government must support. GSA has spent approximately $4.7 million on development of telecenters and is estimated to spend just over $1.8 million annually to support the 15 Pilot Project Telecenters. 

Agencies supporting telecenters are not realizing real estate cost savings to offset telecenter charges and GSA operating costs. Few, if any agencies, have utilized telecenters as leasing alternatives. However, given the tenuous operating position of telecenters, telecenters could not be seriously considered in agency long-term real estate planning.

3. Reduce demand and wear on Government funded infrastructure.
Achieved. By supporting the 380 telecommuters utilizing the Pilot Project Telecenters, operating telecenters have helped to limit the wear and tear on roadways (estimated to cost $0.05 to $0.09 per passenger mile) for an annual savings of $119,000 to $213,000 as well as costs related to congestion, accidents and pollution (estimated to range from $0.05 to $0.32 per passenger mile) for an annual savings of $119,000 to $759,000.3

4. Improve the quality of life for federal workers.
Achieved. Federal workers surveyed indicated enormous satisfaction with the telecenter concept and teleworking in general. Benefits cited included increased job satisfaction, enhanced productivity, lower stress, better health, more time, better attitude, improved home life and increased agency loyalty.

5. Ensure (for managers) that employees are in an office setting.
Partially Achieved. There is limited evidence that telecenters alter management's perception of telecommuting. However, some teleworkers surveyed indicated that they remained in the federal government because the telecenter environment was made available to them.


1.3 Moving Towards Self Sufficiency

To encourage agencies to allow their employees to use the telecenters, GSA has charged participating agencies a nominal fee of between $25 and $100 per workstation, per month, from the inception of the Pilot Project. Beginning in fiscal year 1997, the law was changed to require GSA to charge users of a telecenter a rate which, at the minimum, was set to recover the costs of establishing and operating the telecenter. At the same time, GSA was permitted to accept revenues from non-Federal use of the telecenters and to use the revenues to defray the costs of operating the telecenters. 

Full economic self-sufficiency, however, will be difficult to achieve. For Pilot Project Telecenters operational for at least one year: 

· Total average annual operating costs per telecenter, inclusive of debt service, charges were approximately $145,000 in 1997. System wide federal utilization of these Pilot Project Telecenters was only 43 percent on average, and fees generated by federal workers were only about $100 per workstation per month. For the average telecenter with 24 workstations, an annual operating gap of approximately $133,000 exists between federally generated revenues and total annual operating costs of operations. 

· The following table indicates the range of charges that would be required for telecenters to break even, assuming utilization remains at current levels. The analysis assumes that all revenues are generated solely from workstation rentals (assuming no additional revenues generated from other telecenter services such as training, conference room rental etc.) and that recovery of all costs, including operating and development costs, is required to be considered self sufficient. 

PRIVATE
Estimated Required Monthly Workstation Rental Rates
to Achieve Self Sufficiency
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Minimum Required
Monthly Charge
Maximum Required
Monthly Charge

Full (100%) Occupancy
$250
$630

Current Occupancy
$730
$3,750


1.4 Viability of the Telecenters – Moving into the Future

The Pilot Project has demonstrated that telecenters have a role in encouraging and supporting telework. The Pilot Project has also demonstrated that there is much untapped potential. Based on the lessons learned from the Pilot Project, the following actions would strengthen the viability of telecenters as an option for the teleworker: 

· Federal agencies should incorporate the cost of using telecenters into their overall space planning efforts; costs of teleworking, including telecenter use, should be funded in the budgets of individual Federal agencies. 

· Telecenters should be designed to a uniform standard -- providing for a recognizable and reasonably consistent level of furnishings, work privacy, equipment, and technical support. 

· Federally sponsored telecenters should only be located in areas that are easily accessible and where there are sufficient numbers of federal workers. 

· Federal agencies should actively encourage and support telework, and the availability of telecenters should be actively marketed to the federal workers to support them. 

· Federal agencies should actively encourage and support telework, and the availability of telecenters should be actively marketed to the federal workforce. 

If the Pilot Program is to move beyond a pilot stage and become a viable service offered by PBS to its federal customers, the following actions are recommended: 

· The development/management entity(ies) should be accountable to the project, sharing in the risk and rewards of telecenter development and management. 

· Some or all of the aspects of the telecenters should be centrally developed and managed (including for example, marketing and information technology requirements). 

· Telecenters should be located based on a market analysis which estimates the number of people who would utilize the telecenter based on the types of services to be offered, and estimates the revenues anticipated to be generated by federal and non federal users. 

· The financial feasibility of the telecenter should be projected from the outset based on a multi-year cash flow schedule which defines, on an annual basis, anticipated revenues, operating expenses, and amortization of development costs. 

· The need to fund operating cash flow shortfalls and replacement of equipment and furnishings should be built into the cash flow proforma and funded as part of the initial development budget. 

· Existing telecenters should develop business plans that include market analyses and cash flow proformas. 

· Under-performing telecenters should be closed. 

In addition, to maximize the economic viability of telecenters, the following actions are recommended: 

· Revise the pricing system to get the most revenue possible from telecenter users and recognizes the value to the market of specific teleworking days. 

· Explore flexible pricing and service structures, such as selling conferencing services and charging clients on an hourly rather than a daily basis. 

· Develop a capitalistic approach to telecenter management which caters to the highest paying purchaser. 

· Expand the uses of telecenters beyond the traditional telework concept. This includes creating state of the art computer training, office and conference space availability in locations that might not otherwise have public access to these facilities. Telecenters in outlying locations can support a multitude of public-and private-sector including: 

· Home Based Teleworkers - support facilities to federal and/or other public and private sector home based teleworkers. 

· Incubator Businesses - a full or part-time incubator office location for start-up businesses and new locations of established businesses. 

· Training Center - an education center for computer based training and accreditation to: 

1. enhance employment opportunities;

2. foster personal growth; and

3. train federal and/or other public sector and private sector employees

· Conference and Meeting Center - well appointed space for locating small meetings. 

· Community Center - a location for the community to easily access the Internet and associated computer hardware and software; an information superhighway town center.


1.5 Summary

Telecenters (developed outside the Pilot Project) do not exist in the private sector using the GSA model. While there have been publicly funded demonstration projects similar to GSA's Pilot Project, most of the projects do not exist for the long-term. 

Major factors seen in similar telecenter demonstration projects developed across the country which have prevented long-term viability include: 

· conception as publicly funded short term demonstration projects;

· conflicting or changing operating parameters and definitions for success;

· overly-short planning and start-up phases;

· lack of long-range planning; inadequate funding; 

· incomplete definition (and overlapping) of target markets; and

· little margin for contingency maneuvering. 

All these factors have had an impact to some degree on the performance of the Pilot Project Telecenters. If the Pilot Project is to move beyond the Pilot stage, the recommendations set forth above should assist GSA in overcoming the impediments. 


Footnotes:

1. Operating cost data is generated from Pilot Project Telecenters operational for at least one year. As calculated, debt service for each telecenter is based on repaying the actual cost of development evenly over a ten-year period No financing charge was included in the calculation of debt service. 

2. House Report No. 102-618 in explanation of H.R. 5488. 

3. K.T. Analytics, Inc. And Victoria Transportation Policy Institute, "Review of Cost of Driving Studies," prepared for the Metropolitan Washington Council of Governments, May 1997, p. vi.
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2.1 Study Purpose

Ernst & Young is pleased to provide PBS of GSA with the results of our study, evaluating the Pilot Project. The study was commissioned by PBS to examine and evaluate the Pilot Project to date, to provide GSA with the "lessons learned" through development and operation of the telecommuting centers (the telecenters), to discuss the merits of the telecenter concept, and to define a context for optimal development and operations of future telecenters serving the federal workforce. 


2.2 Basic History

Between fiscal year 1993 and 1997 Congress made available $11.25 million for GSA to develop, operate and administer a demonstration telecommuting center Pilot Project in the Washington, D.C. metropolitan area. Initially, the objective of the Pilot Project was primarily to build telecenter facilities to assist in supporting and promoting telecommuting for all federal workers. To encourage agencies to allow their personnel to use the Pilot Project Telecenters, GSA charged participating agencies a nominal fee of between $25 and $100 per workstation, per month, depending on employee usage. 

Later, the requirement to make telecenters financially self sufficient became a central objective. In fiscal year 1997 telecenter directors were allowed to offer telecenter services and facilities to non-federal users. The law also mandated that GSA gets a full cost recovery for usage of the telecenters. 

By the end of 1997, GSA and its local affiliates had opened 14 telecenters in the greater metropolitan Washington, D.C. area - seven in Maryland, six in Virginia and one in West Virginia. A fifteenth is scheduled to open shortly in Maryland. By November 1997, the 322 workstations in the 14 operating telecenters reportedly served 380 federal teleworkers. 


2.3 Overview of Original Intent

Congress supported the telecenter idea as a way to find an "economically attractive alternative" to the daily commute that would allow federal workers to "perform their office functions at a site closer to their homes." Congress hoped that telecenters would potentially provide the Government with the benefits of: 

4. significantly lower lease or construction costs; 

5. reducing demands and wear on Government funded infrastructure; and 

6. improving the quality of life for Federal workers. 

In addition, telecenters were anticipated to make telecommuting more attractive for federal
 managers having the "added attraction for managers of ensuring that employees are in an         office setting."

Federal workers were to improve the quality of their lives through working in a telecenter close to their home, thereby enabling them to "spend more time with their families and less time stopped in traffic on congested roadways4." 


2.4 Outline of Procedures Performed to Reach Conclusions

Ernst & Young gathered and analyzed data on the GSA Pilot Project and completed the study between December 1997 and March 1998. The procedures Ernst & Young performed to reach our conclusions were based on: 

· Visits to all 15 Pilot Project GSA telecenters by Ernst & Young personnel and observations and discussions with the telecenter directors, computer/network technicians and administrative personnel; 

· Interviews held at three Pilot Project GSA telecenters with focus groups of federal employees who actively telework from the telecenters; 

· Meetings and discussions with two agency telecommuting coordinators involved with the telework initiative; 

· Attending the "Cost-Benefits of Telecommuting" presentation sponsored by the Metropolitan Area Telecommuting Advisory Council; 

· Analysis of operating and development cost, utilization rates, leases and other contracts and financial data provided by GSA covering the development period October 1993 through March 1998, and the operating period January 1995 through November 1997; 

· Interviews with private employers, major organizations active in telework, and management/owners of public and private telecenters regarding the characteristics of telework and telecenters; 

· Visits by Ernst & Young personnel to privately owned and operated telecenters and observations and discussions with telecenter management; 

· Review of public and private documentation and reports detailing telework and related topics utilizing published and unpublished sources relating to the characteristics of telework and telecenters.

· Review of economic, demographic and transportation studies relating to the greater Washington, D.C. Metropolitan area. 

The conclusions and recommendations in the proposed study are based on assumptions, information collected from official and informal sources, estimates and reasonable analytical techniques. Accuracy of the forecasts cannot be warranted as they have been based on assumptions and averages which will be influenced by the accuracy of data provided by other sources, future events and external factors not researched or considered. 


Footnotes:

4. In 1992, the Committee on Appropriations of the House submitted House Report No. 102-618 (the Report) in explanation of H.R. 5488. On the subject of Flexiplace Work Telecommuting Centers, the Report stated the following: 

"The Committee is aware that in many areas, commuters overburden transportation systems and jeopardize compliance with clean air standards while traveling to job sites that could easily be linked through computer and telecommunication technologies to satellite offices, where supervision and sharing of equipment can ensure efficient and effective work results. In southern Maryland for example, at least 80,000 vehicles per day make the commute to Washington, DC,  causing severe congestion. 
"Utilizing innovative technologies and creative management, the Federal Government can become a leader in finding an economically attractive alternative that will allow workers to perform their office functions at a site closer to their homes for either all or part of the work week. 
"This option could allow the Government to enjoy significantly lower lease or construction costs while at the same time reducing demands and wear on Government funded infrastructure while improving the quality of life for Federal workers. Workers would be able to spend more time with their families and less time stopped in traffic on congested roadways. Flexiplace work telecommuting centers also offer many of the benefits of other flexiplace arrangements, and have the added attraction for managers of ensuring that employees are in an office setting."
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Section 3 - Overview of GSA Pilot Telecenters (Part 1)


3.1 Introduction

The discussion that follows provides an overview of the operating experience of the Pilot Project Telecenters. Individual telecenters are discussed, but solely as background for the lessons learned within the context of the Pilot Project.

The section ends by providing prototypical financial analyses to enable the Pilot Project to move into the future. 


3.2 Project Description

The Pilot Project Telecenters were developed to provide a structured office environment that allows federal employees to work significantly closer to their homes than their primary office. 

Design of the (vast majority of the) Pilot Project Telecenters includes: 

· 15 to 30 individual or group workstations with phones, 

· computers with requisite software and modems to connect with main office networks, 

· fax machines, printers, copiers, shredders and other office equipment, 

· meeting/conferencing space, 

· video conferencing capabilities, and 

· kitchen/break room areas with refrigerators, microwaves and coffee machines. 

The locations of the Pilot Project Telecenters, established between 1993 and 1998, are shown on the map labeled Exhibit A. As indicated, the telecenters are located from 20 to 80 miles away from Washington, D.C.. Eight of the telecenters are located in Maryland, six telecenters are located in Virginia and one telecenter is located in West Virginia. 

Characteristics of the locations selected for telecenters have varied. Sites selected for telecenter locations include offices in: 

· downtown areas, 

· college campuses, 

· store front locations in neighborhood retail centers, 

· private business campuses, and 

· military installations. 


The telecenters were all developed in an affiliation with a local entity. The GSA underwrote the cost of development of 12 of the 15 telecenters. Three of the telecenters were developed by other entities and GSA maintains an operating lease. 

Annual operating costs of the telecenters have been covered by the GSA, partially offset by revenue generated by fees collected by participating federal agencies, and, most recently by revenues generated by non-federal sources. 

A local development affiliate or a locally related entity manages the telecenters. Operating telecenters is not the primary business of these managing entities. The core business of the public and private sector managers of the Pilot Project Telecenters include academia; economic and business development; military; aerospace; and information systems. 

3.3 The Market for Federally Based Telecenters

Utilization of the Pilot Project Telecenters has not been as high as anticipated. The degree to which federal workers utilized a particular Pilot Project Telecenter was driven by the following factors: 

7. the number of federal workers residing within a reasonable commuting distance of a particular telecenter, 

8. the number of those federal workers who desired and were allowed to telecommute, 

9. the number of federal workers who knew about and were permitted to use telecenters as a telework option, 

10. the residual number of these federal teleworkers who desire to utilize a satellite office facility, and 

11. the number of people who chose a particular telecenter over another telecenter.
 

This section discusses the federal market for telecenters. It focuses on the federal perspective on telecommuting and telecenters. This section also discusses the geographical placement of Pilot Project Telecenters and the impact of the site decision on telecenter utilization. 

3.3.1 Telecommuting and the Federal Workforce

3.3.1.1 Perspective of the Executive on Federal Telecommuting
The Executive Directive to promote telecommuting is clear: 

"If an employee can produce as efficiently offsite as on, we can and should support flexibility regarding where work is done. We should greatly expand the number of federal workers who telecommute. 5
Telecommuting for Federal workers has been strongly endorsed and actively encouraged by the President as a way to improve government by making federal employment more "family friendly" to Federal employees. Directives to agency heads in 1994 and 1995 led agencies to "review and improve their efforts to help employees balance and integrate work and family demands."6 

3.3.1.2 Telecommuting at Federal Agencies
Ernst & Young has not had access to complete information on federal agencies’ telecommuting policies and initiatives. However, anecdotal evidence suggests that in many agencies telecommuting is endorsed but not extensively encouraged. It appears to be utilized by only a small fraction of the federal employee population. Current GAO estimates put the participation rate at between 0.2 percent and 0.5 percent of the federal civilian worker population7. 


Telecommuting coordinators are available in many of the agencies to assist employees who desire to telecommute. Agency telecommuting coordinators assist federal workers with telecommuting including counseling the federal worker on their responsibilities as a telecommuter, talking with workers’ supervisors, filling out the necessary paperwork and even marketing the telecommuting concept through federal employee's fairs and telecommuting seminars. 


Agency telecommuting coordinators also provide interested federal employees with information on the Pilot Project Telecenters and coordinate with GSA on getting federal teleworkers into particular telecenters. 

Federal telecommuters can not be considered for the telecenter program, however, unless the teleworkers’ agency is funding the use of telecenters. Unfortunately, agency funding for telecenters is inconsistent. Some agencies have chosen not to fund the telecenter option at all. Without agency funding, utilization of the telecenters by that agency’s employees is not an option.
 

Exhibit B illustrates the participation of federal agencies in the telecenter program indicating the number of teleworkers, by agency, utilizing selected Pilot Project Telecenters. The graphics analyzes data for the month of October 1997 for Telecenters operational for a year or longer. The conclusions are considered representative for the Pilot Project. As evidenced by the graphic some agencies are significant users of telecenters while others agencies decline to use them at all. 

3.3.1.3 Other Support for Telecommuting
Various private and public sector groups have tried nationally to endorse and encourage telecommuting to achieve a variety of societal and individual benefits. These efforts are led by the major national association focusing on this topic Telecommute America, as well as its founding members: Association for Commuter Transportation, the International Telework Association, AT&T, the Department of Commerce, the Department of Defense, the Department of Transportation, the Environmental Protection Agency and the GSA.
 

Locally, the Washington, D.C. metropolitan area Council of Governments, "COG" (a public service entity which is funded by local multi-jurisdictional public and private sector interests) has decided to make an extensive investment in the study and promotion of telecommuting. COG’s National Capital Region Transportation Planning Board is involved in numerous telecommuting related activities including extensive study of real world telecommuting experience in business and governmental entities. 

COG is actively marketing telecommuting and telecenters. COG has developed and implemented telecenter open houses to directly market telecenters to their regional population. COG’s efforts have included design and production of direct mail materials, distribution of invitations, preparing and distributing press releases, registering interested parties, preparing and delivering a presentation on the telework/telecenter concept. 

3.3.2 Federal Worker Market Support for Telecenters

To get full utilization of a single workstation in a particular telecenter at least several hundred federal workers must reside within a reasonable commuting distance of that telecenter8. Anecdotal evidence suggests that the size and shape of a reasonable "commuting" distance to a particular telecenter, or the telecenters "market area", is not consistent. The size and shape of the "market area" will vary with road patterns and the distance of the telecenter from Washington, D.C., the assumed location of the workers primary office.
 

Generally speaking, the farther the telecenter location is from Washington, D.C., the larger the size of the telecenter’s "market area". For some Pilot Project Telecenters the market may extend as far as 40 miles from the telecenter. For illustrative purposes, however, the size and the shape of the market area can roughly be understood as approximately a 20-mile radius surrounding the telecenter. 

The geographical siting of the fifteen Pilot Project Telecenters is indicated on the two attached maps entitled Telecenter Marketing Areas - Northern Portion on Exhibit C and Telecenter Marketing Areas - Southern Portion on Exhibit D. As is evidenced from the maps, the market area from which the telecenters would draw their clientele, roughly a 10- to 20- mile radius of their sites overlaps in several of the telecenters. For example, market areas appear to overlap for Frederick and Hagerstown as well as for Stafford and Spotsylvania. In general, this market area overlap limits the potential utilization in the affected telecenter areas.
 

It appears that market area overlap has not created a utilization problem in Stafford nor Spotsylvania; both telecenters enjoy occupancies over 50 percent. The federal worker population appears to be high enough to warrant reasonably strong utilization at both telecenters9. Still, there is the question as to whether the Spotsylvania/Stafford might be most cost effectively served by a larger, single telecenter. 

Further indications of available market support for each of the fifteen telecenters are graphically represented on the two maps shown in Exhibits E and F entitled Employees by Residence, Total Federal Employees per Square Mile by County, Version I and Version IA, respectively. The data used on these maps is based on 1994 Office of Personnel Management (OPM) federal civilian workforce statistics10. The maps show the numbers of people (per square mile) residing within each county who (at that time) were employed by the federal government.
 

The data is not current, estimates indicate that a significant number of federal workers have moved into metropolitan Washington, D.C.’s outlying areas since 1994. The maps, however, are intended to provide a general perspective on the potential pool of users of federal telecenters as they generally reside within the greater metropolitan Washington, D.C. marketplace. Version I, the broader illustration, indicates the location of all federal workers, by residence, as related to the locations of the Pilot Project Telecenters. The data shown in Version I excludes US Postal Service employees individuals who are unlikely candidates for telecommuting (or telecenters).
 

Version IA excludes from the data US Postal Service employees as well as other federal workers roughly estimated to be employed in their county of residence. Version IA further clarifies the residence of the federal workers who are arguably the most likely candidates for telecommuting and therefore, use of telecenters.
 

As can be seen through this discussion, dated data aside, the depth of the market support for telecommuting and telecenters at some of the Pilot Project Telecenter locations appears to be somewhat suspect. This factor, coupled with an inclination to place too many telecenter sites in a region has combined to partially explain the poor levels of utilization at some of the telecenters

3.4 Operating Telecenters- General Characteristics and Performance

The following discussion highlights the operating characteristics of these Project Pilot Telecenters: 

· In 1997, an average of 93 of the 216 available workstations were utilized or sold on a monthly basis for federal agency telecommuter use, yielding a system-wide federally supported occupancy of 43 percent. However, individual telecenter workstation occupancy rates varied from one percent to 86 percent. 

· In March 1997, to test the viability of self-sufficiency, telecenters began collecting revenue from non-federal workers. Several of the telecenters were successful at attracting non-federal interest. Only one of these, however, was a telecenter opened for at least one year. Hagerstown increased its utilization from 33 percent to 48 percent by bringing in non-federal users. This additional utilization increased overall occupancy of these Project Pilot Telecenters from 43 percent to 45 percent. 

· In 1997 an average of 330 federal teleworkers used these telecenters. Generally, nearly four federal teleworkers were required to fully utilize one workstation because a federal teleworker typically utilized the telecenter one to two days per week. 

· Development costs of six of these telecenters (Hagerstown, Manassas, Spotsylvania, Stafford, Waldorf and Winchester) were fully funded by the GSA. The remaining telecenters (Frederick, Laurel and Reisterstown) were built by alternate entities (Maryland Department of Transportation and the National Guard). The Pilot Project program became a tenant rather than the reason for the development of these telecenters. 

· Three of these telecenters were managed by local economic development entities (two were operated by the National Guard, one was operated by the entrepreneurial center of a local college and the final three were operated by private sector entities). 

· Telecenter staffing varied. The two staffing roles for telecenters were 1) operations management/marketing and 2) technical support. Management was centralized in several of these Pilot Project Telecenters. Others were managed as stand alone entities. On-site technical support for the telecenters was typically provided. Technical support staff was frequently shared between telecenters that have centralized their management. Frederick was the only telecenter that utilized a call-in support service. 

· The facilities of all of the Pilot Project Telecenters offered secure, 24-hour per day, 7-day per week access. Six of these telecenters consistently offered teleworkers an effective office environment with semi-private or private equipped workstations, up-to-date computer hardware and software, conference rooms, break rooms and furnishings that create a professional atmosphere. Computer hardware at Winchester had not been upgraded and system outages, common for the last year, resulted in falling 1997 utilization rates at the telecenter. The workspaces in the Laurel and Reisterstown telecenters were designed as part of the training rooms with no availability of personal telephones, no privacy and limited working areas. Lack of federal Pilot Project utilization at these two telecenters can be linked, at least partially, to these facility design flaws. 

· The environment in which the telecenters were located varied including: a store front in a retail neighborhood shopping center, two military installations, two main street office locations, and four office/industrial locations (one of the four within an office campus of a private sector entity). 

· All of these telecenters offered reasonably good access to highways or other main arteries within a 15-minute drive of the telecenters. Waldorf, Spotsylvania and Frederick Telecenters have nearly immediate access to main arteries/local commuter routes. Laurel, Manassas, Reisterstown, Stafford and Winchester telecenters have good access, within 5 to 10-minute drive of main roadways. Hagerstown provides access to two main arteries within a 10 to 15-minute drive. 

· Telecenter directed marketing plays a significant role in effective telecenter utilization. Telecenters, which were actively marketed (including Hagerstown, Spotsylvania, Stafford, Waldorf and Winchester), had the highest occupancy rates. The Pilot Project Telecenters open longer than one year whose management has not focused on marketing to federal and non-federal users (Frederick, Laurel, and Reisterstown) had lower utilization rates. 

PRIVATE
Prototypical Development Costs



(Based on 30 Workstations)



Description
Lower
Upper

Telecenter Costs



Furniture
$ 91,000
$112,000

Computer Network/Equipment
144,000
178,000

Telephone System
28,000
51,000

Office Equipment
7,000
13,000

Security System
4,000
9,000

Project Management and Professional Fees
6,000
21,000

Total Development Costs
280,000
384,000

PRIVATE
Prototypical Operating Costs



(Based on 30 Workstations)



Description
Lower
Upper

Lease or Rent Expense
$ 33,000
$74,000

Management/Personnel
33,000
70,000

Administrative and General
1,000
9,000

Operations, Maintenance and Security
2,000
11,000

Utilities
5,000
6,000

Telecommunications
18,000
36,000

Marketing
1,000
12,000

Reserve for Replacement (Equipment Upgrades)
29,000
36,000

Total Development Costs
122,000
254,000



Footnotes:

12. Vice President Al Gore, "Turning the Key: Unlocking the Human Potential in the Family-Friendly Workplace," Status Report on Federal Workplace Family-Friendly Initiatives to President Bill Clinton, 1997, p.iii.

13. Ibid., p.i. 

14. US General Accounting Office, "GAO Compilation on the Federal Workforce: Agencies' Policies and Views on Flexiplace in the Federal Government, July 3, 1997. 

15. Based on estimates of current levels of telecommuting participation by Federal workers and anecdotal evidence of use of Pilot Project Telecenters. 

16. Management of the Spotsylvania and Stafford telecenters has conducted a study of the number of federal employees currently residing in the Frederick region (Fredericksburg, Stafford, Spotsylvania, Caroline, and King George Counties) according to that 1997 study, conducted by Wadley-Donovan Group, Ltd., Morristown, New Jersey, there are approximately 16,500 federal employees (or roughly five to fourteen federal employees per square mile per county) residing in the Frederick region that commute out of the area. 

17. Office of Personnel Management, Federal Civilian Workforce Statistics, "Biennial Report of Employment by Geographic Area," Table 5: Federal Civilian Employment in the United States by State, Country, and Selected Agency, December 31, 1994, pp. 32-125. 

Section 3 - Overview of GSA Pilot Telecenters (Part 2)

3.5 Financial Review

The discussion below provides a financial review of the telecenters11. The section evaluates the telecenters performance as it relates to: 

· cost of developing the telecenters, 

· cost of operating the telecenters, 

· revenue generated by the telecenters and 

· revenue requirements for self-sufficiency. 

3.5.1 Costs of the Development of Pilot Project Telecenters

The following section provides a description and analysis of the costs incurred to develop the 15 Pilot Project Telecenters. 

· A total of $4.7 million was spent to open all 15 telecenters; twelve of the telecenters were funded directly by GSA and three of the telecenters were funded by alternate entities12. For telecenters whose development was funded by GSA, the average development cost was approximately $400,000 and ranged from just under $200,000 to less than $600,000 per telecenter, $11,000 to $21,000 per workstation. 

· Computer and furniture costs together comprised, on average, 63 percent of the total development costs of these telecenters. Not surprisingly, establishing computer hardware and networks for the Pilot Project Telecenters was the single highest development cost expense with an average of $134,000 per telecenter. However, cost of furnishing the telecenters furniture was, on average, $114,000 per telecenter or $4,200 per workstation. Furniture had a surprisingly wide cost range of $2,900 to $7,000 per workstation. 

Some of the telecenters were furnished with some expensive "high tech" furniture that was aesthetically appealing but had questionable market appeal (given its high cost). Removal of the cost of "personal harbor" work-pods13 from three of the Pilot Project Telecenters for example, drops the high end of the cost range of the furniture category from $7,000 to $4,300 per workstation. 

· Video conferencing equipment, a relatively inexpensive item at an average cost of $23,000 per telecenter, is probably expendable from the development program. Center director interviews and focus group discussions revealed that video conferencing is not well utilized by telecommuters because of the lack of use at the main offices and lack of industry format standardization. 

3.5.2 Costs of Operating Pilot Project Telecenters

The following section provides an overview of the historical experience of representative Pilot Project Telecenters, telecenters operational for at least one year. 

To provide a complete financial picture of operating costs, a hypothetical debt service charge was added to the actual cost of operating the telecenters. The debt service charge for each telecenter was based on its actual development cost, which was amortized over a ten-year period. 

· The estimated annual 1997 cost for these telecenters, including debt service, is $1,300,000; with an average of approximately $150,000 per telecenter. 

· The 1997 estimated monthly operating cost per workstation, inclusive of debt service, ranges from $250 to $630. The 1997 estimated monthly operating cost per occupied workstation, inclusive of debt service, range from $730 to $3,750. 

· Telecenters managed on a more centralized basis had a 30 percent higher average monthly operating cost (inclusive of debt service) than telecenters that were individually managed. Centralized management, however, has apparently led to filling workstations on a more cost-effective basis. Telecenters with centralized management had average monthly operating costs 50 percent lower per occupied workstation than did telecenters that were individually managed14. 

3.5.3 Revenues

The following section provides an overview of the revenues generated by the Pilot Project Telecenters. It includes charges to the federal agencies and fees collected from non-federal sources. 

3.5.3.1 Federal Revenues
Standard Federal rates were established for using any of the 15 Pilot Project Telecenters. Fees included unlimited use of all office support equipment for no additional charge (with the exception of long-distances charges). The telecenter directors maintained reservation data and provided it to GSA for the collection of federal agency revenue. 

The standard federal rates (based on reserved workstations) charged to agencies during the Pilot Project were as follows: 

· one day each week-- $25 a month, 

· two days each week-- $50 per month, 

· three days each week -- $75 per month, and 

· four or five days each week -- $100 per month. 

The following are highlights of the experience of Pilot Project Telecenters in generating revenue from Federal sources: 

· The estimated annual (annualized)15 1997 estimated federal revenue collected at the Pilot Project Telecenters is $111,000. The annualized federal revenue collected per telecenter ranges from a low of $200 to a high of $28,000 with an average of approximately $12,000. The revenue range corresponds to a federal occupancy of 0.2 workstations fully occupied annually in Reisterstown (occupancy of one workstation utilized four days per month) to 23.3 workstations fully occupied annually in Waldorf (occupancy of 23.3 workstations utilized full-time each workday per month). 

· The estimated annual federal revenue collected per telecenter developed and operated by GSA funds ranges from $13,000 to $28,000 with an average of $18,000. The estimated annual federal revenue collected per leased telecenter ranges from $200 to $4,000 with an average of $2,000. 

3.5.3.2 Non-Federal Revenues

As mentioned previously, in 1997, directors of the Pilot Project Telecenters began marketing their facilities to non-federal workers. Not all of the telecenter management entities participated in testing the viability of self-sufficiency by attempting to attract paying non-federal teleworker revenues. 

The following are highlights from telecenters that participated in attracting non-federal revenue: 

· Of the Pilot Project Telecenters with more than a year of operating results, only Hagerstown brought in non-federal revenue in 1997. Based on annualizing the data provided by the telecenter, Hagerstown is credited with bringing in $22,000 or $1,800 per month for calendar year 1997. 

· Two telecenters operating less than a year have also collected private revenue. The Jefferson County telecenter has been collecting approximately $100 per month from non-federal users. The City of Fairfax provided the Fairfax City telecenter with a $30,000 grant to fund after hours operating expenses so its citizens could use workstations in the evening and on weekends. 

Although not all of the telecenters have targeted non-federal revenue, the table provides rates and charges information developed by selected Pilot Project Telecenter directors for the purposes of charging non-federal users: 

REPRESENTATIVE NON-FEDERAL RATES AND CHARGES FOR THE PILOT PROJECT TELECENTERS
PRIVATE
 
Fairfax City and Loudoun
Frederick
Hagerstown
Jefferson Co.
Spotsylvania and Stafford
Winchester

Private Office per Month
Not applicable or available
Not applicable or available
$500
Not applicable or available
Not applicable or available
Not applicable or available

Workstation per Month 
$400 
$866 or$650 with year lease
$350
Not applicable or available
$600
$350

Workstation per Day
$50
$78
$25 or $20 with advanced notice
$32 with 20 hour minimum
$30
Not applicable or available

Workstation per Hour
$10
$12
Information not available
$4 with 20 hour minimum
Not applicable or available
Not applicable or available

Note: Several telecenters have also established charges for use of conference rooms and training rooms at the rate of $50 to $100 per hour with 4 to 8 hour minimum requirements. Only the Frederick telecenter has established "pay as you go" fees for business support services such as: a business identity program for $100 per month; phone line establishment for $150; conference room usage $200 per 4 hour minimum; video teleconferencing for $100 per hour; secretarial or receptionist services for $4 per 10 minutes; and fax services ranging from $1 to $4 per page. 


3.6 Moving Beyond the Pilot Project

3.6.1 Self Sufficiency Analysis

Estimates of annual and monthly charges required per workstation for each of the Telecenters (operational for a year or longer) to become self-sufficient is discussed below. The self-sufficiency analysis is purely theoretical. Its purpose is to provide a hypothetical calculation of requisite workstation rates, at each of the telecenters, to reach full cost recovery. 

To arrive at the self-sufficiency calculation, annual operating costs, with and without a debt service allocation were calculated for each of these telecenters. Annual operating costs (inclusive of debt service) divided by the number of workstations at the telecenter yields the required "self-sufficiency" charge - that is the charge required to cover all operating expenses. 

Estimates of self-sufficiency operating charges, exclusive of debt service, are also included for comparative purposes. The self-sufficiency charges are indicated for each telecenter based on the assumption that all workstations are occupied (100 percent occupancy) and conversely based on the actual occupancy rates experienced by the telecenter in 1997 (including federal and non-federal users). 

· Assuming each of the Pilot Project Telecenters is fully occupied, the annual charge, per workstation, required to reach self-sufficiency (including debt service) would average $5,000 with a range among the telecenters of $3,000 to $6,000 per workstation. Assuming the current levels of utilization generated by the workstations are held constant, the annual self sufficiency charge (including debt service) per occupied workstation would average $18,000 with requisite individual telecenter charges ranging from $6,300 to $45,000 per workstation. 

· On a monthly basis, at full occupancy, the charge required to reach self-sufficiency (including debt service) per workstation averages just under $400 with a range of $250 to $500 exhibited by the Pilot Project Telecenters. The monthly charge required to reach self-sufficiency (including debt service) at current levels of occupancy averages $1,710 per workstation with a range of $730 to $3,750. 

· The telecenter currently generating the highest occupancy level (the Waldorf Telecenter which occupies 86 percent of its 27 workstations), would need to charge $730 per month per occupied workstation to cover current annual operating costs inclusive of debt service. A cost of $730 per month per workstation would be too high—even for non-federal users –-to be supported by the marketplace. 

3.6.2 Sources of Revenue: Rates and Charges

Discussed below are some of the sources of revenue potentially available to telecenters. To capture each of these sources targeted marketing and management efforts must be completed. Targeting all of these sources of revenue in a single telecenter location is probably not wise and may not be feasible. Certain market areas and particular site locations will lend themselves better than others to capturing these potential sources of revenue. 

This is not intended to be an exhaustive list; however, all of the sources of revenues listed are feasible and have been generated by telecenters inside and outside of the Pilot Project network. 

PRIVATE
Source of Marketing Revenue
Revenue Basis and Estimates of Rates and Charges

Home Based Teleworkers - a support facility to federal and/or other public and private sector home-based teleworkers
Drop-in basis for faxes, printing, conference space etc.,- priced competitively with market for non-federal; ½ price for federal workers.

Telecenter Based Teleworkers - a satellite, "alternative office" location for federal and/or other public and private sector telecenter based teleworkers; workers could be full or part time at the telecenter.
Market yield price structuring16 for both public and private sector. All-inclusive pricing is suggested. Market pricing (approximately $350-$450/month for cubicles and $600-$850/month for private offices) for non-federal employees; ½ price for federal workers.

Incubator Businesses - a full or part-time incubator office location for start-up businesses and new locations of established businesses.
Prevailing market lease rates or full time structure indicated above. Longer leases would suggest lower rates.

Training Center - an education center for computer based training and accreditation to 

· enhance employment opportunities 

· foster personal growth 

· train federal and/or other public sector and private sector employees 
Pricing will vary depending on what the market will bear (and the source of revenue). Personal training on computer software would generate approximately $30 per person; hardware certification $350-$1000 per person.

Conference and Meeting Center - well appointed space for locating small meetings.
Particularly applicable if there is limited or no competition in the area. Rates should be on an hourly basis - $25 to $50 per hour; ½ price for federal workers.

Community Center - a location for the community to easily access the Internet and associated computer hardware and software; an information superhighway town center
No rate basis. Probably should be "sold" on a break even cost basis depending on what services and amenities are desired. 

3.6.3 Prototypical Costs of Development and Operations

The following two tables provide general operating and development cost parameters for prototypical federally focused telecenters to be developed in the future. Costs are based on the actual experience of the Pilot Project Telecenters analyzed in the body of this document. 

The prototypical telecenter development was assumed to include basic facility components and amenities17. Elements and facilities included in some of the telecenters such as video conferencing and office pods were eliminated from the estimates, as they are considered superfluous to the operating success of the telecenter. 

Other elements such as training centers or extensive private office space that might be desirable in some future telecenters were not included in this prototypical development cost estimate. Rather the "core" elements of the concept - workstation facilities, conference rooms and break rooms are accommodated in the budget estimate. 

Operating budgets are based on stand alone telecenter management and include limited tenant fitout alterations, management and personnel, operations and maintenance, utilities, security, telecommunications, local marketing and capital expense for computer and network upgrades replacement (on average) every five years. The operating costs exclude debt service. 

The operating and development budgets were based on a 30-workstation telecenter. "30" is not necessarily the optimum number of workstations for a telecenter; the market and its associated pro forma must determine the rationale behind the optimum number for a specific facility. However, for the purposes of generally defining a prototypical facility, 30 workstations is a generally efficient size. 


Footnotes:

18. The information contained in this section was derived from data provided by GSA and the telecenter directors. The estimated cost information presented in the following sections is based on available information. This information is not assumed to be precise and is only intended to provide an indication of the overall financial implications and funding requirements. Ernst & Young, it's employees and any of its consultants assume no responsibility for the discovery of any errors in such representations as this information. 

19. GSA leases space at three of the telecenters. 

20. Five sided workspace-system with lockable hatch, built-in ventilation system, overhead lighting, integral-shelves, desk, trays, and files 

21. Averages are not shown in the exhibit. 

22. Ernst & Young calculated the average monthly rates of utilization based on the data provided, generally January 1997 through November 1997. The monthly average was multiplied by 12 to develop an annualized estimate of performance. 

23. Prices should be structred  similarly to a hotel or airplane--selling available workstations inventory in blocks that assure that undesirable time periods (Tuesday and Wednesday) get sold along with desirable time periods (Monday, Thursday, and Friday). Also, provide lower rates for advanced and long-term teleworker contracts and higher rates for a last minute usage. 

24. Development budgets based on 30 cubicle workstations with movable dividers, private and lockable offices, productions space and facilities, conference rooms, kitchen/break area with microwave, refrigerator, coffee machines, and a few tables and chairs, technologically updated phones, computers, monitors, modems, color and laser printer(s), fax shredder, binding/collating, paper cutter, and hole puncher. 

Section 4 - Conclusions

4. Conclusions
The focus of this report was to provide GSA with insight into the experience of developing and operating the 15 Pilot Project Telecenters and to provide Ernst & Young's recommendations to develop and operate future telecenters, beyond the Pilot Project program. Background information on the Pilot Project, and the history of GSA's existing telecenters have been explored in previous sections of this document. 

This section focuses on moving beyond the Pilot Project. First, the original intent of the Pilot Project will be revisited. The extent to which telecenters, as defined by the experience of the Pilot Project, met the Congressional intent for the program will be explored. The question of the viability of the telecenter concept will also be addressed. Following the conceptual discussion, the parameters for developing and managing successful telecenters will be defined. 


4.1 Telecenters - Merits of the Concept and Prospects for the Future

4.1.1 Meeting Congressional Intent

As described in Chapter two, Congress supported telecenters as a way to achieve certain benefits for the Government as well as for Federal workers. 

PRIVATE
Anticipated Government Benefits
Anticipated Federal Worker Benefits

25. Create/help foster an economically attractive alternative to the daily commute 
5. Improve the quality of life for federal workers 

1. Significantly lower lease or construction costs 
1. Spend more time with their families 

1. Reduce demand and wear on Government funded infrastructure 
1. Spend less time in traffic on congested roadways 

1. Improve the quality of life for federal workers 
1. Perform office functions at a site closer to home 

1. Ensure (for managers) that employees are in an office setting. 



The extent to which telecenters have succeeded in achieving the anticipated benefits varies as discussed below: 

PRIVATE
Anticipated Government Benefits
Impact of Pilot Project Telecenters

1. Create/help foster an economically attractive alternative to the daily commute 
Achieved. COG estimates indicate that vehicle generated commuter costs are high. An average cost of $0.65 per vehicle mile traveled is attributable to auto commuting; $0.40 borne by the owner of the vehicle. Therefore, assuming telecenter teleworkers saved (on average) 80 vehicle miles of commuter travel each day they used the telecenter, the 380 telecenter teleworkers would cumulatively save annually $948,500, and the Government $593,00, for a total estimated annual saving of $1,541,500 18.

1. Significantly lower lease or construction costs 
Not achieved. Telecenters, at this juncture, can only be viewed as extra real estate that the Government must support. GSA has spent approximately $4.7 million on development of telecenters and is estimated to spend $1.8 million annually to support the operations of the 15 telecenters. 

Agencies supporting telecenters are not realizing real estate cost savings to offset telecenter charges. Few, if any agencies, have utilized telecenters as leasing alternatives19. However, given the tenuous operating position of telecenters, telecenters could not be seriously considered in agency long-term real estate planning.

1. Reduce demand and wear on Government funded infrastructure 
Achieved. By supporting the 380 telecommuters utilizing the Pilot Project Telecenters, operating telecenters have helped to limit the wear and tear on roadways (estimated to cost $0.05 to $0.09 per passenger mile) for an annual savings of $119,000 to $213,000 as well as costs related to congestion, accidents and pollution (estimated to range from $0.05 to $0.32 per passenger mile) for an annual savings of $119,000 to $759,00020.

1. Improve the quality of life for federal workers 
Achieved. Federal workers surveyed indicated enormous satisfaction with the telecenter concept and teleworking in general. Benefits cited included increased job satisfaction, enhanced productivity, lower stress, better health, more time, better attitude, improved home life, and increased agency loyalty.

1. Ensure (for managers) that employees are in an office setting. 
Partially Achieved. There is limited evidence that telecenters alter management's perception of telecommuting. However, some teleworkers surveyed indicated that they remained in the federal government because the telecenter environment was made available to them.

PRIVATE
Anticipated Federal Worker Benefits
Impact of Pilot Project Telecenters

1. Improve the quality of life for federal workers 
Achieved. Focus group surveys suggest that the 380 teleworkers utilizing telecenters believe that their quality of life has been infinitely and strongly impacted by their telecommuting/telecenter experience.

1. Spend more time with their families 
Achieved. Anecdotal evidence suggests telecenter teleworkers spend more time with their families and their community21.

1. Spend less time in traffic on congested roadways 
Achieved. Telecenter teleworkers spoke of typical commuting times ranging from 1½ hours to 3 hours. The telecenter, conversely, offered a 5 to 15 minute commute. Telecommuters spoke of requiring less sick leave, gaining increased productive work time, and even requiring less disability leave because of their telecommuting/telecenter experience22. 

1. Perform office functions at a site closer to home 
Achieved. Telecenter teleworkers indicated that their home was not a suitable location for doing productive work and conversely the telecenter environment had proven quite effective. Some teleworkers commented that the telecenter provided a far more productive work environment and level of computer/technological support than did their main office.

4.1.2 Viability of the Telecenter Concept

To determine the viability of the telecenter concept, the parameters in which viability are framed must be clearly understood. A number of questions can be framed concerning telecenter viability such as: 

1. Are telecenters a viable means of supporting and encouraging telecommuting for federal workers?; or conversely — 

2. Are telecenters a viable concept — can they be economically self-sufficient? 

Each of these questions will be addressed, to the extent current information provides an answer: 

Are telecenters a viable means of supporting and encouraging telecommuting for federal workers — Yes, telecenters do have a role in encouraging and supporting telework. That role could be significantly expanded, however, if: 

1. the size of the federal telecommuting population was expanded through agency management actively encouraging and supporting telework; 

2. telecenters were developed and financed as on-going (non-profit) business enterprises so that agencies could realistically incorporate telecenters into their overall space planning needs; 

3. telecenters were set-up to serve teleworker needs of home-based as well as telecenter based federal telecommuters; 

4. telecenters were designed to a uniform standard—providing for a recognizable and reasonably consistent level of furnishings, worker privacy, equipment, and technical support; 

5. telecenters were geographically located in areas which had adequate demand (based on numbers of federal workers); 

6. telecenter use was funded in the budgets of individual agencies; and 

7. the attributes and availability of telecenters were actively marketed to the federal workforce . 

Are telecenters a viable concept - can they be economically self sufficient — Yes, telecenters can be economically self sufficient — truly financially viable (non-profit) entities if they are approached with the following in mind: 

1. all seven of the previously mentioned operating tenets above were followed; 

2. telecenter development, management and marketing was centralized and managed by an entity (or entities) whose missions was tied to successful telecenter operations; 

3. the development/management entity(ies) was held accountable to the project, and shared in the risk and rewards of telecenter development and management; 

4. individual telecenter facilities were designed and located based on a market analysis which estimated the number of people who would utilize the telecenter and estimated the revenues anticipated to be generated from the market; 

5. the financial feasibility of the telecenter was projected from the outset based on a multi-year cash flow schedule which defines on an annual basis anticipated revenues, operating expenses as well as amortization of development costs; and 

6. the need to fund operating cash flow shortfalls and replacement of equipment and furnishings is built into the cash flow pro forma and funded as part of the initial development budget. 


4.2 Parameters for Development and Management — Defining a Successful Telecenter

The key to the future "success" of telecenters is to develop and manage them as ongoing businesses. The following defines the parameters for setting up, managing and maintaining the business of telecenters.

4.2.1 Telecenter Development

a. Create telecenters as on-going business concerns. In order to become fully utilized by the agencies and to reach their conceptual potential the telecenters must be seen as on-going business concerns. Telecenters must become predictable resources and long term options so that federal agencies can incorporate telecenter usage into their real estate, personnel and management planning. 

b. Develop telecenter whose viability has been tested. Financial planning for telecenters must be completed up front as part of the development process. A feasibility study should be done for every telecenter to test the advisability of creating the telecenter in a particular location. This would include estimates of revenues to be generated from all potential revenue sources. The costs associated with developing the telecenters and keeping it operational over a prolonged period of time should be determined. The telecenter should not be funded until all costs including those associated with anticipated with annual operating shortfalls and periodic replacement of equipment and furnishings have been considered. 

c. Centralize development oversight and management. This will assure more operating consistency, increase economic efficiencies, and provide for lower costs of development. 

4.2.2 Telecenter Management

a. Choose complimentary management entities. Choose management entities whose core business is complementary or compatible with the goals, objectives, and overall intent defined for a telecenter location. In the current program, economic development entities and entrepreneurial centers have proven to be good choices for development/management entities. The "telecenter business" and the "entrepreneurial/economic development businesses" seem to share commonalties—job and worker attraction/retention missions, marketing focus and the need to manage creatively. 

b. Share in risks and rewards. Create a natural incentive for telecenter management to maximize the use and awareness of the telecenter. Risks and rewards associated with telecenter development and operations should be shared among the entities; it should be inherent in partnership structure. 

c. Create a true "partnership" — with financial and management expectations and accountability for all parties clearly defined from the outset. 

d. Centralize management and marketing. The current structure of umbrella or shared management/marketing staffing over a few centers is better than single entity management/marketing and should be expanded. A centralized structure supporting two directors—of operations and marketing for the entire telecenter Pilot Project group should be considered. It would likely provide more consistent, effective and cost efficient management/marketing for the telecenters. 

e. Centralize technical support. Technical support for teleworkers should be centralized and probably accomplished through an outside vendor available to the teleworker via telephone. A few roving "on-site" technical support individuals could also be available to support teleworkers at individual telecenter locations. 

4.2.3 Telecenter Marketing

a. Provide for a single point of contact. Centralize marketing for the entire federal telecenter program under a single individual who becomes the primary point of contact for the federal telecenter system and focuses their efforts on efficiently and effectively publicizing and selling the network of federal telecenters. 

b. Leverage off of other teleworking resources. Network and closely coordinate marketing activities and publicity materials with other public and private entities active in the Washington, D.C. metropolitan area who focus on the promotion of telecenters and telework. 

c. Establish roles and responsibilities. Clearly establish the roles and responsibilities of the individual telecenter directors in the marketing efforts. Make sure each telecenter director is responsible for marketing to his or her local community. 

4.2.4 Facility Requirements, Services and Amenities

a. Create facility and system standards. 
· Create standards for design, equipment and facilities for the telecenters. Provide a commonality that allows for comparability between telecenters for the prospective federal (or non-federal) teleworker. 

· Create a series of standard prototypical telecenter layouts to maximize the flexibility and functionality of the telecenter concept. Develop a standard floor plan and work space design that permits subtle changes as necessary to fit into the individual space and telecenter needs. 

· Define a systems package to maximize the flexibility and effectiveness of the computer systems. Set up standardized computer systems so that the technological problems can be supported from a centralized role. Set up the computers systems so those part-time users can move seamlessly between workstations. 

· Based on the lessons learned from the Pilot Project, the suggested facilities, services and amenities should include: 

a. cubicle workstations 

a. movable dividers 

a. private, lockable office space 

a. office clusters (two-three person workstation areas—preferably private and lockable) 

a. production space and facilities 

a. conference rooms 

a. kitchen/break area with microwave, refrigerator, coffee and a few tables and chairs 

a. offices/cubicles (one per workstation/office)--technologically updated phones, computers, monitors, modems 

a. color and laser printer(s), fax machine(s), shredder(s), binding/collating equipment, paper cutter equipment, hole puncher etc. 

b. Plan to the market needs. Refine the layout and amenities to meet the needs of the target market populations. Consider the revenue generating capabilities and overall conceptual importance of various amenities. 

4.2.5 Facility Operations

a. Maintain a separate identity for co-locating organizations. A telecenter must be managed as a distinct operating entity. Management, marketing and technical support structures should be distinct to that entity and not shared with a co-locating organization. 

b. Create a user friendly system to access and pay for all services. 
· Provide for key card access to the facility which can be programmed to allow or prevent usage based on contract terms. 

· Provide for telecenter operations 24-hours per day in a well-lit, hospitable, personally secure environment. 

· Develop a method to take fees for "drop in" or limited service/amenity use such as hourly or other "by the piece" fees for workstation/computer and printer use, conference room, faxing, copying, mailbox and other business support services. 

c. Develop systems that maximize the use of facilities. Computers and telephones should be developed so that they can easily be shared equally by all users. (e.g. roaming phone systems, removable hard drives, networked software so that a user can move seamlessly from one workstation to another.) Similarly, mail distribution folders should be developed to allow teleworkers to send and receive documents to the telecenters. 

d. Centralize the computer systems support function: 
· to correct network connectivity problems with the federal agencies at a central source. 

· to provide a centralized computer support help-desk that allows any teleworker to call a single number (1-800) and receive technology assistance. 

· to provide a centralized roaming orientation training program to demonstrate how teleworkers use the computer systems and log onto their federal agency network. 

· to provide a centralized computer maintenance and up-grades program. 

4.2.6 Location and Market Support

a. Site the telecenter in a location which is easily accessed. The location should preferably be near a main arterial. Ideally the telecenter should be located at or near the intersection of several roadways utilized as primary and secondary commuter routes. 

b. Place the telecenter in a businesslike atmosphere. A telecenter should be sited in a "business environment", a place naturally conducive to independent thinking, learning and working. Examples of desirable locations include office buildings, office parks, libraries and college campuses. 

c. A telecenter should be sited close to services and amenities desirable to workers: 
· Proximate, secure, parking is critical. One parking space per workst ation with free or low cost parking should be included in the development. 

· Food and beverage service is the most desirable amenity. Vending machines and kitchen facilities providing for the availability of snacks, coffee and cold beverages are adequate. The proximate availability of prepared food service is preferred. 

d. Site the telecenter as a destination rather than an impulse service. Signs to the telecenter should be clearly marked. However, the telecenter need not be located in a structure that is very visible to the general public such as a strip center or other "store front." 

e. Locating a telecenter in a facility with other compatible or complementary organizations is desirable—as long as the telecenter is managed separately and retains its own identity. Co-locating provides the opportunity to share telecenter services and amenities such as kitchens, conference rooms and training rooms. Co-locating can potentially enhance telecenter visibility to a larger population pool as well as defray the costs of these amenities to the telecenter. 

f. Test the market for support. A site, although otherwise desirable, must have sufficient "market" support to be viable. The market for a prospective telecenter should be tested for the size of the market population, requisite amenities and telecenter facility requirements to best serve that population. 



Footnotes:

1. For the individual user,assume 40 miles saved each way multiplied by 1.5 days telecommuting per week by 52 annual weeks by $0.40 (direct user costs) per mile; for federal government, assume 40 miles saved each way multiplied by 1.5 days telecommuting per week by 52 annual weeks by $0.25 (indirect costs: highway, parking, police, accidents, congestion and pollution costs) per mile. 

2. Our focus group discussions revealed most telecommuters maintained the same designated work space at their main offices. A few teleworkers were full-time at the telecenters (and weren't assigned main office space) and only one agency was mentioned to have implemented a hoteling practice (were multiple teleworkers share a common main office workspace which results in a reducing the main office space requirements). 

3. K.T. Analytics, Inc. And Victoria Transportation Policy Institute, "Review of Cost of Driving Studies," prepared for the Metropolitan Washington Council of Governments, May 1997, p. vi. 

4. Focus group members indicated that because of telecommuting they could attend children's events, coach children's teams etc. that was previously impossible to do. Further, telecenter telecommuters indicated that when children were sick, or daycare or eldercare fell through they were able to put in a full day of work by working alternative hours at the telecenter. 

5. Teleworkers in focus groups spoke of the need to "decompress" for at least one hour after the grueling ordeal of their lengthy commute. Individuals spoke of the overall reduction in stress because of not commuting. 

Section 5 - Afterward: Telework Experience and Telecenter Alternatives

5.1 Introduction

The conceptual context within which telecenters were developed and currently operate is explored in the afterward. This section is offered to provide the reader with an expanded framework to understand the Pilot Project Program. 

Benchmarking information is provided regarding the rates and charges, utilization and design of comparable telecenters developed within the United States. This information was derived from primary and secondary research, including survey interviews completed by Ernst & Young of telecenter facilities in the public and private sectors, and compilation and review of articles, reports and other studies profiling telecenter funding, development, and operations.


5.2 Defining Telework, Teleworkers and Telecenters

Teleworkers (or telecommuters) describes employees who produce work at alternative work-sites, away from their primary office. Selected employees in both the private and public sectors have been given this work option to generally spend one to two days per week teleworking from their home or a location nearby their home. 

Telecenters are facilities conceived to provide satellite locations for teleworkers. Telecenters provide teleworkers with the structure, equipment and technical support necessary to conduct business efficiently away from a primary office.


5.3 An Expanded View of Teleworking

5.3.1 Expansion and Benefits of Teleworking

Teleworking is a relatively new business phenomenon. It has grown out of work style trends, technological developments and the ever-increasing costs related to office commuting. 

Technological advancements of voicemail, e-mail, fax machines, pagers, mobile phones, computers, modems, networks, and the Internet have made the virtual office a reality; many employees can truly work anywhere as access to information becomes instantaneous and without physical limitations. Yet while employees' lives have become increasingly productive they have also become more hectic. Individuals struggle to be the employee, parent, spouse, community member and individual they desire to be. 

Simultaneously, the commute to work has become increasingly difficult. In the Washington, D.C. metropolitan area, for example, despite the comparatively high percentage of carpool and transit use, the average daily commuting time is the second longest in the nation23. Washington also ranks high in the national survey of the number of workers commuting more than 60 minutes to work each day. 

In an effort to attract and retain valuable employees, businesses such as AT&T have pioneered allowing employees the telecommuting option—whether at home or at a satellite office. Businesses view telecommuting as a business strategy to assist in retaining employees, improving productivity, while sometimes mitigating real estate costs by utilizing lower cost alternative office space. 

Hand in hand with the business community and individual users, society as a whole supports this new and alternative work style because telecommuting offers a clear solution to reducing traffic congestion and the ever increasing costs of maintaining and upgrading transportation infrastructure. 

5.3.2 Teleworking Challenges

Society, businesses, and individual users clearly benefit from telework alternatives. However, there are a number of issues to overcome to maximize the use of telework and telework experience: 

· Research and interviews with teleworkers consistently revealed that the most pervasive and challenging barrier to implementing telecommuting programs is what may be termed as "supervisory permafrost," or middle management resistance to subordinates telecommuting. 

· Many jobs are believed not to lend themselves to teleworking. A 1997 General Accounting Office (GAO) study24 noted that approximately 28 percent of federal employees are, in effect, excluded from telework participation due to policy limitations and restrictions. 

· Telecommuting is such a new phenomenon that there is inconsistent precedence for determining who should pay for the technological infrastructure and equipment required to conduct business. In the federal government, a 1997 GAO study25 noted that barriers to successful telecommuting include the lack of adequate computer hardware, software, and technical support. The handling of sensitive data and other government security requirements also increase the cost of telecommuting. 

5.3.3 Growth of the Teleworking Population

Significant anecdotal evidence suggests that teleworking is becoming more popular with employees and employers. However, there is little scientific evidence available on the degree to which employees in the public or private sector are utilizing teleworking in their daily lives. The information which exists is discussed below: 

5.3.3.1 National Characteristics of the Telecommuting Population

· Nationally, between 2.0 million and 7.0 million individuals, representing between two and five percent of the workforce, are estimated to be full-time teleworkers26. 

· 51 percent of large corporations are reportedly permitting employees to telecommute27. 

· Telecommuters in the United States are typically described as "well-educated, married and live in multiple income households. The average age of a telecommuter is 42 years and the numbers are evenly balanced between men and women. Most are in the prime of their work and family lives"28. 

· Estimates indicate that approximately half of all telecommuters have at least some of their equipment provided by their employers29. 

· Both public and private research supports the statistic that most successful participants telecommute once or twice a week. 

5.3.3.2 Characteristics of the Federal Teleworker Population

· Estimates of the size of the Federal telecommuting population vary. A 1997 GAO draft report estimated the national federal teleworker population at approximately 9,000 workers in 1996 or 0.5 percent of the total 2 million executive branch employees30. 

However, the President's Management Council National Telecommuting Initiative Action Plan put the 1996 number at less than 4,000 teleworkers; 0.2 percent of the estimated total federal civilian workforce31. 

· The goal of the National Telecommuting Initiative Action Plan is to increase the number of federal teleworkers by the end of fiscal year 1998 to 60,00032. This figure represents approximately 3 percent of the federal civilian workforce. 


5.4 An Expanded View of Telecenters

Telecenters are facilities that have been conceived as places to facilitate teleworking. Telecenters provide work-stations, equipment and office-like environments in outlying locations, proximate to employees homes. A number of experimental telecenter programs have been launched across the country, primarily by public sector entities. 

Ernst & Young surveyed a number of these telecenters to gain a broader national perspective of telecenter funding, development and operations.  A summary discussion follows. 

The rationale for the development of public telecenters was to provide office-like facilities in outlying jurisdictions—primarily to mitigate traffic congestion and the overall personal and society costs associated with long-range commuting. The life span of these telecenters is generally two to three years. 

Telecenters are generally funded as demonstration projects, without the benefit of long range planning or market testing. Therefore, most of the publicly conceived telecenters run out of financial support and must be closed. 

The private sector has no real comparable models for telecenters. Some of the services of telecenters are provided by the private sector in profitable business service models, such as executive office suites and copy shops. However, these private sector models differ from the telecenter in a number of ways: 

26. none of these private sector concepts is specifically aimed at serving the telecommuter market. Rather, customers of these private-sector models are either professional start-up businesses, corporate satellite office users, or individuals in need of piecemeal business services (such as copying and production services, facsimile etc.) 

27. private sector concepts are typically located in close-in urban or suburban locations whereas telecenters are typically located in outlying districts. 

5.4.1 Telecenter Facilities And Amenities

Whether the sporadic, drop-in user or a regular telecommuter, telecenter sites generally offer the telecommuter very important benefits, including: 

· access to equipment and supplies; 

· connection with office news and politics; 

· having a place for meetings with co-workers; and 

· reduced commute time and expense. 

Although the size of telecenters and the range of facilities offered varies greatly, most telecenters offer cubicle-partitioned workstations and PC-based computer hardware and software. According to Ernst & Young's survey, across the United States, telecenters generally have about five to 25 total workstations. Most telecenters are equipped with shared laser printers, fax machines, copy machines, voicemail telephone systems, and video conferencing systems. 

Some telecenters offer private office space for use by tenants. Most telecenters also offer reception areas, conference facilities for training or meetings, and kitchens or lounges. Some telecenters enjoy the benefits of affiliations with universities or other entities sited close to amenities such as shopping centers, restaurants, day care, and other conveniences. 

One to two individuals, including the operational director and a technical support person typically staff telecenters. 

5.4.2 Rates And Charges

As found throughout the Ernst & Young's survey and a comprehensive report on the topic recently issued by the University of California/Davis Institute of Transportation Studies (UCD/ITS Report)33, telecenter users are charged by the hour, day or month, with most users leasing workstations and private offices by the month and conference and video conferencing facilities by the hour. 

Telecenters also generally charge for faxing and printing, either by including the fee in the daily/monthly charges, or charging a per page sending/receiving fee. Some of the telecenters require users to obtain a personal long distance calling card for non-local access. 

According to the UCD/ITS Report and consistent with the telework survey interviews: 

· the average monthly charges for all telecenters range from no charge to $460 per month. 

· Daily prices for a workstation range from $12.00 to $60.00, and hourly conference room charges range from $10.00 to $35.00. 

· Hourly charges for video conferencing facilities normally range from $10.00 to $175.00. 

· Most of the charges for faxing and copying are comparable between telecenters, with copy charges ranging from $.03 to $.08 per copy and fax charges usually ranging from $.25 to $2.00 per page for receiving and sending. 

Other services that users may be charged for include voice mail, ISDN/Internet connection, document scanning, and secretarial services. Rates and charges for drop-in use are generally higher than for those who sign a monthly contract. 

A number of the telecenters determine rates by dividing the total cost of operations by the total square footage per workstation. Depending on the center's utilization, this may or may not allow the center to become self-sufficient. 

5.4.3 Telecenter Development, Operations, and Closure

Ernst & Young's research indicates that telecenters were developed primarily as public sector operational experiments to address the issues of traffic congestion and other quality of life issues. Many of the telecenters were conceived without long-range planning or funding. In spite of strong support by users and the obvious social, economic, and environmental benefits, telecenters face the battle of continued funding and closure on a regular basis. 

As noted in the previously referenced UCD/ITS Report34, perhaps the most damaging outcome of the lack of financial and management stability in these experimental telecenters is the ".....confusion between the viability of telecenters as a concept and their implementation as successful independent enterprises....." 
There are few examples of successfully implemented telecenters continuously operated as on-going enterprises. The lack of documented success of these enterprises is explained partially by the evolving growth in the size of the telecommuting population. However, the lack of business planning in the implementation approach has clearly not provided telecenters an opportunity to flourish.

Characteristically, the implementation approach includes "overly-short planning and start-up phases; planned obsolescence, a lack of long-range planning; and an inadequate funding process. Subsidiary conditions included an incomplete definition of target markets and little margin for contingency maneuvering." 
Indeed, these findings were mirrored in interviews with telecenter directors and managers in other states. The experience of two telecenters is described below. The first case study highlights a typical example of public sector development of telecenters. The second case study focuses on a telecenter which was also publicly conceived and funded. However, the latter reflects a businesslike approach to implementation which has created a successful, viable outcome. 

Cambridge Telework Center, Cambridge, MN

The Minnesota Department of Transportation (MN/DOT) funded this telework center as a demonstration project in May 1996 as a method to reduce air pollution, and fuel consumption by limiting vehicle miles traveled on major highways. Currently, there are 33 government telecommuters using the center at 53 percent of the center's 25 workstation capacity at no charge to the users or their home offices. 

Because the telecenter is funded as a "Guidestar" program operational test, its two-year funding will end June 30, 1998. The program has received praise for its many benefits for MN/DOT, its employees and other users and there are hopes for it to continue operation. However, due to the project's status as an "operational test," the current management is prevented from running the project for longer than two years. Project managers are approaching other operational offices to locate a funding solution. 

Antelope Valley Telebusiness Center, Los Angeles County, CA

One of the select few financially "self-sufficient" telecenters interviewed by Ernst &Young is the Antelope Valley Telebusiness Center, a public-private partnership located in Los Angeles County. Its success is due to three major factors: 

6. a financial plan realistically funded from the inception of the telecenter, 

7. the adoption and implementation of a solid business plan and 

8. very effective marketing strategies. 

In 1992 local government leaders recognized the detrimental community impacts of lengthy commuting and severe traffic congestion. The chief administrative office worked with the private sector to initiate the development and operation of a telecommuting business center providing five private offices and 15 cubicles. A host of business community sponsors donated the equipment and furniture needed to open the center and state grant funds covered costs for the first year of operations. 

The business plan and marketing strategy are based upon four tenets: 

· The telecenter's revenue plan. The County explored how much private businesses and governmental agencies can and will pay, and the telecenter set its fee schedule high enough to ensure that operating costs were covered. 

· The center's usage philosophy. The center provides added value through additional services by offering any unused space at any time to other government departments (i.e. counseling for social services, mental health case workers, etc.) 

· The center focused on expanding its amenities and capabilities. Because the telecenter's conference venue is adequate for classes, the telecenter has partnered with a local university, Cal State Northridge, to provide a distance learning program. 

· An aggressive marketing plan targets the local chamber of commerce, real estate agents, and other contacts for communicating the center's services. The telecommuting managers directly markets the telecenter "in every way possible," including: 

· frequent direct mailings, posters, and flyers; 

· announcements on radio stations and television stations; and 

· a highway billboard. 

Private offices rent for an inclusive fee of $420 per month ($19 per hour); cubicle-partitioned workstations rent for $380 per month ($17 per hour). The monthly charge covers all expenses, including amenities. This strategy proves to be very beneficial for the user because they know up front what costs will be incurred. 

The center is currently 100 percent utilized, but receives revenues from only 18 of the 20 workstations. Although it is 90 percent utilized by paying tenants and 10 percent utilized by non-paying community service users, the center has established a fee schedule sufficiently high enough to more than cover operating expenses. In fact, operating expenses are currently fully offset by rental income and no local, state, or federal funds are required. 

This diverse marketing strategy has allowed the center to expand its user base, keep its user statistics up, and cover all operating costs while providing important benefits to the community as a whole. 
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