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1. FINDINGS AND RECOMMENDATIONS

Key Findings  

AEW Capital Management was retained by the Office of Portfolio Management (PT) within the Public Building Service (PBS) of the US General Services Administration (GSA) to evaluate 16 telecommuting centers in the Washington DC metropolitan area.  The purpose of the study was to review and analyze the performance and future viability of the GSA’s telecommuting centers.  

GSA’s Appropriations Committee is concerned that some of the existing telecommuting centers are underutilized and expects the GSA to “conduct a fair evaluation of the utilization of the centers”.   The committee has “directed GSA to close those centers that are underutilized”.
  This study evaluates the existing telecenters established by GSA under congressional mandates in fiscal years 1993-2000 from a variety of perspectives including all costs and operating expenses, usage trends and patterns, customer satisfaction, and a comparison with private sector current practices.

The discussion below summarizes AEW’s findings with regard to these perspectives.  Our analysis shows that from the point of view of two of these perspectives—costs and utilization—the centers have not been successful by nearly any standard.  The only exception is the Frederick telecenter.  The Frederick telecenter is fully utilized and should continue to receive GSA’s financial support.  This suggests that the GSA should end its financial support of all but one of the 16 telecenters.   From the point of view of the customers, the centers are generally well perceived, however, which suggests that the program has achieved some measure of success, particularly as it relates to the family friendly work initiative endorsed by the federal government.   Lastly, from the point of view of current private sector practices, the federal government’s telecenters are still a niche product with only moderate acceptance. 
Costs and Operating Expenses.  Financial independence and self-sufficiency have eluded nearly all of the sixteen telecenters serving the Washington D.C. metropolitan area.  Indeed, the costs of the program to GSA require the full $1.974 million annual appropriation GSA receives.  This sum does not include the $13.2 million initially spent to develop and outfit the centers, or the ongoing costs associated with the GSA employees involved in the program’s day-to-day operation.  In FY2000, operating expenses totaled $2.477 million.  This translates into a per user operating expense of $6,842
.  By comparison, average revenues per user amount to only $1,942, a differential of $4,899 per worker.  This is a large annual outlay for the Federal Building Funds (FBF) for a program that has not been profitable and has had no positive return on investment.  Further, the program benefits fewer than 400 federal government employees (less than 0.1% of the metropolitan area’s 350,000 employee federal government workforce).  

The issue of “double overhead” is another hidden cost to the program.  Essentially, users of the telecenters are utilizing two spaces—one downtown and one in the telecenters—effectively costing their managers two rents.  There has been no discernible reduction in space needs, a benefit that can accrue in the private sector when alternative officing is utilized.    

The sixteen telecenters are projected to remain in deficit for the next three years. Under the existing pricing schedule, AEW expects the centers to report a deficit of roughly $1.5 million in aggregate in FY2001, compared with a FY2000 deficit of $1.75 million.  The improvement is due to the increased, albeit insufficient, per seat pricing for FY2001, which is only partially offset by an increase in the overall budgeted operating costs for FY2001.  In a base case, business-as-usual scenario, where occupancy levels remain at FY2000 levels (53%) and pricing remains at current FY2001 levels, costs will continue to exceed revenues in FY2002 and FY2003.  Under these circumstances, AEW projects a three-year deficit of $4.9 million.

	Projected Annual Deficit
	
	
	

	
	FY2001
	FY2002
	FY2003
	Total

	
	($1,556,012)
	($1,638,151)
	($1,722,755)
	($4,916,918)


Inappropriate pricing has also kept the centers from operating in the black. Beginning in fiscal year 1997 and effective through fiscal year 2000,
, Congress directed GSA to “charge user fees for Federal agency use of a telecenter based on 50% of the Administrator’s annual operating costs of operating the center, including the reasonable cost of replacement of furniture, fixtures, and equipment.”   Effective fiscal year 2001, fees were based on 100% of these same annual operating costs.  However, the base year used for calculating the operating costs (1999) does not accurately reflect the FY2001 operating costs.  As a result, even if the centers were 100% occupied, pricing would need to be increased 29% to recover operating costs.

Utilization Rates.  The reasons for the revenue shortfall are many, but foremost among them are low utilization rates by federal workers.  Indeed, utilization rates vary from a low of 25.6% at the Manassas center to 100% at the Frederick center and averaged 53% across all 16 telecenters in FY 2000 when private and federal use is combined.  Combined federal usage in FY2000 was 40%.  There are several factors contributing to this disappointing result:

Organizational Issues.   Low utilization rates can be traced in part to middle level managers’ concerns about the program.   In many instances, supervisors have not allowed their staff to work from telecenters.  The message of telecommuting and the telecenters seems to be reaching federal government employees who apply for the option (some telecenter directors stated that there was a waiting list of users for the telecenters), but the approval process to use the centers often gets stalled at the supervisory level. This situation may reflect the fact that certain employees are not suitable for remote work.  Another reason supervisors have not embraced the telecenter programs is the “double-overhead” problem as discussed above.  In addition, the supervisors have not believed that the telecenters are permanent.  As such, they have feared that space given up in the District would not be able to be recalled if the telecenters close.  In addition, telecommuting has not been incorporated in agencies’ strategies for meeting their space requirements. 

Complex Program Administration.  During the seven years of the telecenter program, the management of the program has shifted a number of times.  Shifts have affected the administration, management, marketing, operations and policy development of the program.   While the day-to-day operations of the centers are largely left to the discretion of the telecenter’s directors, the billing and payment procedures are handled out of central office, leases from either GSA NCR or GSA Region 3, and marketing from the Office of Government Wide Policy.  This disjointed approach and limited authority have prevented telecenter directors from taking “ownership” of the program and running the operations in a cost-effective and business savvy way.  This confusion has contributed to the existing financial difficulties of the centers. 

Home Commuting as Competition.  Technological advances have also lessened the need for telecenters as today’s lower costs of hardware and connectivity have made home-commuting a reasonable expense for many employees and in some instances less costly than telecenters.   Home-based telecommuting is not the solution for all employees, however.  Indeed, based on interviews with existing users of the centers, the telecenters offer many attractions that home telecommuting cannot match.  This includes a quiet environment that is better-equipped, roomier, and free from distractions such as children, elderly parents, projects and hobbies.  Users also cite the professional environment of telecenters that is conducive to productive and effective work habits and the ability of the telecenters to separate work from home without the headaches of going into downtown Washington D.C.  In some instances, telecenters are a complement to home-based commuters, providing technical and administrative support to home operations.

Locational Influences.  Utilization rates may also be affected by locational influences. Site selection did not proactively, comprehensively or systematically consider demand factors such as the concentration, number or proximity of federal government workers to telecenter sites. In a few instances, telecenters were located within ten or fewer miles from the next telecenter (Herndon/Sterling), while others are located in areas with relatively low concentrations of federal workers.  In many instances, center locations were congressionally mandated and in other instances, economic development agencies or universities proactively approached GSA to open telecenters in their communities. 

Customer Satisfaction.  In its research, AEW interviewed the users of the telecenters, the directors and managers of the telecenters, the GSA staff involved with the centers, the supervisors of those using the telecenters, and work/life coordinators within the federal government agencies.  The attitude of the interviewees toward the telecenters varies:

· GSA professionals involved with the program view telecenters as a socially desirable program, but one with a large annual expenditure that has not been profitable and has thus far had no positive return on investment.  

· Users of the telecenters love them.  They find the atmosphere professional and the services more than satisfactory.  Many point to higher productivity levels and vast improvements in their quality of life.  

· Telecenter directors strongly support and endorse telecenters, although all point to inadequate support, guidance, and direction in the past few years.  The telecenter directors take their jobs seriously and are proactively marketing the centers to improve utilization rates.  A few are developing business plans for financial self-sufficiency including private sector use to generate revenue. 

· Supervisors, in general, resist remote work arrangements including telecenters.  Managers fear that they will lose control over workers and that productivity will subsequently fall.    

· Work/life managers within federal government agencies, typically in the human resource departments, vary in their endorsement and promotion of the telecenter program. For some, it is only a small program among the many that they must offer their colleagues and as such does not warrant their attention.  For others, it is a program they actively promote due to its inherent social good and its value as a tool for retention of staff in a time of increasingly tight labor markets.

Private Sector Practices.  In the private commercial real estate market, the “shared” or “alternative” office sector, in which no one has a permanent desk assignment, is still a niche product that has been accepted by some industries more than others.  Alternative offices have become important for businesses in which a critical mass of people work remotely: consulting firms; telecommunications, technology and financial service providers.  Companies may be driven by a variety of factors to set up alternative officing: globalization, technology advances, or the prospect of lowering real estate costs by reducing the amount of square-feet each person occupies.  Alternative officing has been less successful in those industries that still maintain a “face culture” as a way to conduct business and advance careers.  

Every company sets up remote offices somewhat differently to suit their needs. But, three basic types of arrangements now dominate the private market: executive suites, incubator space and hoteling. The GSA telecommuting model is a hybrid of hoteling and executive office suites—hoteling because the space assumes the identity of a US government office and workers must reserve space in advance, but also similar to executive suites because some are managed by a third party and house private companies.  Fees in the Washington D.C. metropolitan area for rental of executive office space range between $1,300 and $2,700 for full time use for a month
.
Based on tours of facilities, the federal government’s suburban telecommuting centers are equal to or sometimes superior to these private hoteling facilities in terms of: space per person, general ambiance, equipment, 24/7 accessibility, maintenance and usage rates.

Recommendations

Based on these findings and the defined parameters of the scope of work, AEW has concluded that the telecenter program should be phased out.  Only the Frederick telecenter should continue to receive GSA’s financial support.  While there are benefits to the program, as evidenced by the positive attitude of users toward the facilities, the costs to maintain and administer the program may be too high to justify the program’s continuation, particularly when the program involves fewer than 0.1% of the metropolitan area’s federal government workforce. Other considerations also suggest that the telecenter program should be phased out. These include the generally low occupancy rates of the telecenters, the expected on-going deficits generated by the telecenters, mid-level management hesitancy to fully embrace the program, improvements in technology and connectivity that provide alternatives to telecenter commuting, and an inconsistency of the telecenters with GSA PBS’s core mission.  The program phase-out should occur no more than 6 months after such a plan is approved and within FY2001.  As discussed above, the Frederick telecenter should continue since it is fully utilized. 
Section 2.   Introduction 

AEW Capital Management was hired by the Office of Portfolio Management (PT) within the Public Building Service (PBS) of the US General Services Administration (GSA) to evaluate 16 telecommuting centers in the Washington DC metropolitan area.  The purpose of the study was to review and analyze the performance and future viability of the GSA’s telecommuting centers.  

GSA’s Appropriations Committee is concerned that some of the existing telecommuting centers are underutilized and expects the GSA to “conduct a fair evaluation of the utilization of the centers”.   The committee has “directed GSA to close those centers that are underutilized”. This study evaluates the existing telecenters established by GSA under congressional mandates in fiscal years 1993-2000 from a variety of perspectives including all costs and operating expenses, usage trends and patterns, a comparison with private sector current practices, and customer satisfaction.

This report is organized in the following way.  We first start with a description of the program and its history in Section 3.  We then look at the usage patterns and utilization rates of the centers in aggregate and individually in Section 4. In Section 5, we discuss marketing followed by a discussion of competition in Section 6.  In Section 7, we examine pricing.  In Section 8, we determine if any of the telecenters are underperforming based on their existing and projected financial performance.  

In Section 9, we review current private sector practices with regard to telecommuting. Our analysis is based on a review of the various business plans of the telecenters, extensive interviews with stakeholders, and general research.  We report on the results of our interviews with users, telecenter directors, supervisors, and work life managers within federal government agencies in Section 10. 

Section 3.  Background

Between fiscal years 1993 and 2000 Congress appropriated funding to GSA for establishing, equipping, and operating telecenters
 as part of a demonstration Pilot Project in Maryland, Virginia, and West Virginia. The objective of the Pilot Project was to establish telecenters to support and promote telecommuting for all federal workers as part of family friendly work initiative endorsed by the federal government
.  

Legislation.  More specifically, in September 1992, Congress appropriated to the United States General Services Administration (GSA) $5 million for the purpose of establishing telecommuting centers in the greater Washington, D.C. area (Public Law 102-393; 106 Stat. 1745) to promote and implement telecommuting within the federal government.  The purpose of the legislation was to test the effectiveness of telecenters to help alleviate area air quality and traffic congestion problems and to promote a more family-friendly workplace.  One year later, Congress modified that legislation by increasing the appropriation to $6 million (Public Law 103-123; 107 Stat. 1241) for the program which it called the Interagency Telecommuting Pilot Project. The appropriation was meant to cover start-up costs and other one-time expenses incurred in keeping the pilot facilities operational through fiscal 1996.

From this appropriation and beginning in spring 1993, GSA began to establish partnerships in several locations to plan, manage and promote the telecommuting effort.  The first of these partnerships took place at Winchester, Virginia, sixty-five miles northwest of Washington, D.C.  In partnership with the transatlantic Division of the Corps of Engineers, through assistance of the local Economic Development Commission (EDC), the Philadelphia region of GSA set about leasing a site for the first Alternative Work Center to be up and running by September, 1993.

After the Winchester location, three centers opened in late 1993 and 1994—the Spotsylvania, Hagerstown, Calvert and Waldorf centers. Following these centers, Stafford and Manassas opened in 1995.  In 1997, Frederick,  Jefferson County and Fairfax City opened their doors and in 1998 Bowie, Bowie (White Oak), Herndon, and Sterling opened.  Last year, Laurel Lakes and Woodbridge opened.  

In 1996, Congress passed another bill related to the telecenters.  The bill authorized GSA to “establish, acquire space for and equip” telecenters for use by any public or private sector employee.  In addition, telecenter user fees could be used to bolster telecenter program operating funds, and agency heads were requested to “consider whether the need for …facilities can be met using alternative workplace arrangements”  such as telecommuting.    The bill also authorized GSA to charge user fees that would recover the costs of establishing and operating the center.  

Timeline of Telecenter Development
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Maryland

Bowie State Univ.

NCR

Bowie - Combined

30

125

$       

 

250

$       

 

725

$          

 

422

$        

 

379

$        

 

College of S.Maryland

Region 3

Calvert Co & Waldorf

48

270

$       

 

540

$       

 

2,019

$       

 

1,174

$     

 

1,057

$     

 

College of S.Maryland

Region 3

Laurel Lakes

15

270

$       

 

540

$       

 

2,070

$       

 

1,204

$     

 

1,083

$     

 

IBA 

Region 3

Frederick

7

250

$       

 

500

$       

 

955

$          

 

556

$        

 

500

$        

 

City of Hagerstown

Region 3

Hagerstown

32

250

$       

 

500

$       

 

987

$          

 

574

$        

 

517

$        

 

Total Maryland

132

Virginia

George Mason Univ.

NCR

Fairfax City

29

260

$       

 

520

$       

 

1,345

$       

 

782

$        

 

704

$        

 

George Mason Univ.

NCR

Herndon

19

260

$       

 

520

$       

 

1,003

$       

 

583

$        

 

525

$        

 

George Mason Univ.

NCR

Manassas

32

200

$       

 

400

$       

 

937

$          

 

545

$        

 

490

$        

 

George Mason Univ.

NCR

Sterling

21

260

$       

 

520

$       

 

1,124

$       

 

654

$        

 

588

$        

 

Frederick County E. C.

Region 3

Winchester

23

260

$       

 

520

$       

 

1,260

$       

 

733

$        

 

659

$        

 

Rappahannock A.D.C. 

Region 3

Spotslvania

30

260

$       

 

520

$       

 

1,194

$       

 

694

$        

 

625

$        

 

Rappahannock A.D.C. 

Region 3

Stafford

20

260

$       

 

520

$       

 

1,393

$       

 

810

$        

 

729

$        

 

Rappahannock A.D.C. 

NCR

Woodbridge

18

490

$       

 

980

$       

 

1,851

$       

 

1,076

$     

 

969

$        

 

Total Virginia

192

West Virginia

Jefferson County D. A.

Region 3

Jefferson County

15

385

$       

 

770

$       

 

690

$          

 

401

$        

 

361

$        

 

Total Seats

339

* assumes breakeven pricing at projected fy2001 federal occupancy levels only


Note:  The St. Mary’s telecenter has closed


By 1998, total Congressional funding for the telecenters had reached $11 million dollars and the number of centers had risen to 16.  

In 1999,  Congress an additional $2.1 million for telecenter development and established a family friendly support office at OPM.  

The telecenters offer a combined total of 339 fully equipped ergonomically designed workstations currently being used by 362 Federal employees who represent 17 Executive Branch agencies. Workstations are equipped with high-speed personal computers and modems, each with separate voice and data lines.  The centers offer other equipment for common use, including fax machines, laser printers, copiers, and local area networks.  In most instances, this technology allows employees full access to agency information networks and automated databases.

Center Locations and Site Selection

The telecenters are located 20 to 70 miles from downtown Washington D.C.  Seven are in Virginia, eight within Maryland and one is in West Virginia. Telecenters are located in office parks, shopping centers, and in some instances adjacent to public spaces such as libraries. Most of the telecenters offer good accessibility to nearby highways and other roadways. 

The centers were established in many ways, with the initiative often stemming from business groups, colleges, federal or state/local government agencies, community-based organizations or private corporations. In some instances, the GSA chose partners based on their response to an RFP for the pilot project.  In other instances, center locations were congressionally mandated. 

It should be noted that site selection did not proactively, comprehensively or systematically consider demand factors such as the concentration or sheer number of federal government workers within a particular radius or market area of individual telecenters. In a few instances, telecenters were located within ten or fewer miles from the next telecenter (Herndon/Sterling), while others may be located in areas with relatively low concentrations of federal workers.  Its interesting to note that the centers furthest from the District where there are likely to be fewer federal government workers offer the most workstations. 

While AEW has not undertaken a site selection procedure itself to validate the existing locations
, a study by Ernst and Young in 1998 found that:

“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.
” 

“Some of these telecenters do not have enough federal population to adequately support the market of both proximate telecenters.
”  

Telecenter market areas that the Ernst and Young study cited as overlapping include the Frederick and Hagerstown locations and the Stafford and Spotslyvania locations.  AEW believes the Herndon/Sterling market areas also overlap, as does Jefferson County with Hagerstown and additionally the Stafford and Woodbridge locations.    

Partnerships.  The Calvert, Laurel Lakes and Waldorf centers were the result of a partnership between GSA and College of Southern Maryland (previously Charles County Community College), while the partner for the Spotsylvania, Stafford, and Woodbridge Centers is the Rappahannock Area Development Commission.   The partner for the Frederick center is Irving Burton Associates (IBA), while the partner for the Mannassas center (until recently in FY2001) was Lockheed Martin. The City of Hagerstown is the partner for the telecenter in Hagerstown.  Other university partners include Bowie State University and George Mason University Entrepreneurial Center, and other economic development partners include Frederick County Economic Commission and Jefferson County Development Authority. 

Partners
	Managing Entity
	Center Name

	Bowie State University
	Bowie, Bowie (White Oak)

	College of Southern Maryland
	Calvert Co, Laurel Lakes, Waldorf

	Rappahannock Area Development Commission
	Spotsylvania, Stafford, Woodbridge

	City of Hagerstown
	Hagerstown

	IBA
	Frederick

	Frederick County Economic Commission
	Winchester

	George Mason University
	Fairfax City, Herndon, Manassas, Sterling

	Jefferson County Development Authority
	Jefferson County


In general, the GSA has underwritten the cost of development for the telecenters with investment capital provided by the fiscal year 1993-2000 appropriations.  However, GSA developed some centers in partnerships with other public or private entities.  In these instances, GSA has chosen to support the development of telecenters, but at a reduced cost to the taxpayer.  Moreover, this latter arrangement provides a substantive step toward self-sufficiency and less dependence on the GSA.  

Annual operating costs of the telecenters are paid for by the GSA, partially offset by revenues generated by fees that participating federal agencies collect, and partly by revenues generated by non-federal sources.

The nature of the business relationship between GSA and the managing entity varies.  In some instances, GSA has a full service contract with the center, which includes an agreement for a specific square footage as well as the management and equipment needs of the centers.  In other instances, GSA holds a service agreement only for the management and operation of the center.  Most of the centers within NCR are in the process of signing their own leases for FY 2001 so that GSA need only buy the management and operations aspect of the centers alone. In some instances, GSA pays the managing entity a set fee per workstation used by federal government workers. 

From the program inception in 1993 until 1996, the GSA’s central office managed the telecenters through the Office of Workplace Initiatives, with the operational and budget aspects of the program handled in Region 3.  But in 1996, organizational changes within GSA led to the unofficial disbursement of operations, management and oversight to Region 3 and NCR, depending on the center locations and boundaries of GSA regions.  The central office was responsible for billing.  Splitting management between two regions has come at the cost of consistency and management centralization. 

GSA Region/Telecenter Association

	GSA Region
	Telecenter Name

	NCR
	Bowie, Bowie (White Oak), Farifax City, Herndon, Manassas, Sterling, Woodbridge

	Region 3
	Calvert County, Frederick, Hagerstown, Laurel Lakes, Waldorf, Spotslvania, Stafford, Winchester, Jefferson County


Eligibility Requirements.  In general, each Federal agency sets up its own approval process, but usually the immediate supervisor must agree to a specific employee’s request.  Supervisors consider union contract rules, an employee’s job description, work history and character. Management has the right to end an employee’s use of the telecommuting option, if the employee’s performance declines or if the arrangement no longer meets the agency’s needs.

Nature of the work.  The nature of the work, as well as the characteristics of the employee and the supervisor must be suitable for telecommuting.  Work suitable for telecommuting depends on job content, rather than job title, type of appointment or work schedule.  For example, telecommuting is feasible for work that requires thinking and writing—data analysis, reviewing grants or cases, writing decisions for reports; for formulating policy, rules and regulations; for telephone intensive tasks—setting up a conference, obtaining information, following up on participants in a study; and for computer oriented tasks—programming, data entry, work processing; positions in government-wide projects including writer/editor, scientist, investigator, psychologist, environmental engineer, budget analyst, tax examiner and computer specialist
. Generally, any job that has tasks which are portable and can be performed away from the main work site or that have specific deadlines and that can be done on a per project basis are eligible for telecommuting.  The telecommuter and the supervisor determines which specific tasks are adaptable to telecommuting.

Section 4.  Usage Patterns and Utilization Rates

As of fiscal year fourth quarter 2000, there were 339 available workstations at 16 telecenters located in Virginia, Maryland and West Virginia.  Of these 339 workstations, 179 could be considered full time occupancy (FTO), where full time occupancy represents a workstation utilized five days a week for eight hours a day by one or perhaps several different telecommuters.   This translates into a system-wide utilization rate of 53 percent and includes both federal and private sector usage. 

Federal Government Occupancy. Federal government occupancy accounts for three of every four seats utilized or 134 workstations on a FTO basis.  The private sector accounts for the remaining usage.  For the federal government, this translates into a 40% utilization rate. Due to the part-time nature of telecommuting, however, the telecenters are used by many more individuals during the course of the week than is represented by the 134 FTO workstations.  As of the fiscal fourth quarter 2000, there were 362 federal government workers from 17 agencies using the centers.  This represents less than 0.1% of the metropolitan area’s 350,000 federal government employees.  Of the 17 agencies that use the telecenters, three dominate usage and account for nearly 66% of federal government telecenter occupancy.  These are the Department of Defense, the GSA, and the Department of Transportation.  DOD alone is responsible for 36% of the usage, with 131 workers.

Among the 16 telecenters, federal government occupancy rates range from a high of 100% at the Frederick location and 78% at the Waldorf Center to a low of 11% at Sterling, with the occupancy rate averaging 40% across all centers as of the fourth quarter 2000.  Of the 16 centers, five had federally supported occupancies at or above 50 percent.  These include Bowie, Frederick, Laurel Lakes, Waldorf, and Spotsylvania.

Telecenter Usage by Federal Agency (Total Number of Individuals)


Source:  GSA

From a high of 47% at year-end 1998, the federal government utilization rates of the telecenters slipped to 38% in 1999 before edging back up to 40% in the fourth quarter of FY2000.  The drop in utilization rates from 1998 stems in part from a near doubling of workstations from 174 in 1998 to 339 in 2000. Use of the facilities also rose over this time frame, but not at the same pace as new capacity.  Indeed, on a FTO basis, usage climbed from 82 workstations to 137 over this same time frame, an increase of 55% (see Appendix for more details).  Hence, because the number of workstations grew at a faster rate than usage, the utilization rates fell.  

A few telecenters are particularly noteworthy for changes in utilization rates since their establishment.  This includes the facility at Laurel Lakes whose utilization rates doubled from 35% in 1999 to 70% in 2000, the telecenter at Calvert County where rates climbed to 49% in the fourth quarter of 2000 from 17% in 1997 and Frederick where rates increased from 43% in 1999 to full occupancy in 2000.   Utilization rates have been continuously high at Waldorf, averaging 85% since 1999 and Spotslvania where rates have averaged 65% since 1999.    A few centers have seen occupancy rates decline since they were initially established.  This includes Hagerstown where utilization rates have fallen to 24% from 38% in 1997, Manassas where rates slipped to 24% from 42% in 1997, and Winchester where rates have fallen to 43% from 63% in 1997.  

Federal Government Utilization Rates of Telecenters Over Time  

(sorted by fourth quarter, 2000 utilization rates)

	Center Name
	# Seats
	Federal Users
	
	
	Utilization Rates
	
	

	
	
	2000
	1999
	1998
	1997
	2000
	1999
	1998
	1997

	Frederick
	7
	7.22
	3
	
	
	103%
	43%
	
	

	Waldorf
	27
	21.05
	18.65
	30
	22.8
	78%
	69%
	111%
	84%

	Laurel Lakes
	15
	9.7
	5.2
	
	
	65%
	35%
	
	

	Spotslvania
	30
	18.9
	19.8
	
	
	63%
	66%
	
	

	Bowie
	24
	12.9
	13.1
	7.6
	
	54%
	55%
	32%
	

	Calvert Co
	21
	10.3
	6.65
	6.2
	3.6
	49%
	32%
	30%
	17%

	Bowie (White Oak)
	6
	2.8
	
	
	
	47%
	
	
	

	Winchester
	23
	9.8
	8.1
	14.6
	14.4
	43%
	35%
	63%
	63%

	Stafford
	20
	7.9
	11.6
	
	
	40%
	58%
	
	

	Woodbridge
	18
	6.3
	6.64
	
	
	35%
	37%
	
	

	Jefferson County
	15
	4.85
	6.2
	3.5
	3.3
	32%
	41%
	23%
	22%

	Hagerstown
	32
	7.65
	8.55
	9.9
	12.2
	24%
	27%
	31%
	38%

	Manassas
	32
	7
	8.1
	10
	13.3
	22%
	25%
	31%
	42%

	Herndon
	19
	3.6
	1.8
	
	
	19%
	9%
	
	

	Fairfax City
	29
	3.6
	9.3
	
	
	12%
	32%
	
	

	Sterling
	21
	2.2
	1
	
	
	10%
	5%
	
	

	
	
	
	
	
	
	
	
	
	

	Total Usage
	 
	     136 
	     128 
	    82 
	    70 
	40%
	38%
	47%
	46%

	Total Workstations
	 
	     339 
	     333 
	  174 
	  150 
	 
	
	
	


Note:  These figures represent occupancy at year-end.
Non-Federal Users. 

In fiscal year 1997 Congress authorized private sector use of telecenters.  This authorization presented an opportunity for centers to increase their occupancy.  For several centers, most notably Sterling
, Fairfax City and Hagerstown, this has been the case.  Combined with federal government usage, utilization rates for these centers are 98%, 40%, and 51%, compared with 10%, 12%, and 24%, respectively, with no private sector clients.   In addition to these three centers, seven others have private use of their workstations.  These include:  Herndon (3.5 users), Manassas (1.2), Spotslyvania (0.6), Staffort (0.3), Winchester (1.6), Woodbridge (1.4) and Jefferson County (1.0).  In total, therefore, ten telecenters have 44.6 FTO private sector workers using workstations.   

Federal and Private Utilization Rates by Center (Fourth Quarter, 2000)

	Center Name
	Total Number of Seats
	Federal Users
	Total Federal Utilization Rate
	Private Sector Users
	Total Private and Federal Utilization Rate

	Bowie
	24
	12.9
	53.8%
	
	53.8%

	Bowie (White Oak)
	6
	2.8
	46.7%
	
	46.7%

	Calvert Co
	21
	10.3
	49.0%
	
	49.0%

	Frederick
	7
	7.22
	103.1%*
	
	103.1%

	Hagerstown
	32
	7.65
	23.9%
	8.6
	50.8%

	Laurel Lakes
	15
	9.7
	64.7%
	
	64.7%

	Waldorf
	27
	21.05
	78.0%
	
	78.0%

	Total Maryland
	132
	71.62
	54.3%
	8.6
	60.8%

	Fairfax City
	29
	3.6
	12.4%
	8
	40.0%

	Herndon
	19
	3.6
	18.9%
	3.5
	37.4%

	Manassas
	32
	7
	21.9%
	1.2
	25.6%

	Spotslvania
	30
	19.1
	63.7%
	0.6
	65.7%

	Stafford
	20
	7.9
	39.5%
	0.3
	41.0%

	Sterling
	21
	2.2
	10.5%
	18.4
	98.1%

	Winchester
	23
	8.4
	36.5%
	1.6
	43.5%

	Woodbridge
	18
	6.3
	35.0%
	1.4
	42.8%

	Total Virginia
	192
	58.1
	30.3%
	35
	48.5%

	Jefferson County
	15
	4.8
	32.0%
	1
	38.7%

	Total 16 Centers
	339
	134.52
	39.7%
	44.6
	52.8%


Source:  US GSA and AEW Research

*Frederick had utilization rates of 103.1% due to usage of the center in off-hours.

Section 5.  Marketing Discussion

A number of private and public sector groups promote and encourage telecommuting efforts.  At the national level, these groups include the International Telework Association and Council (ITAC), the American Telecommuting Association, the Association for Commuter Transportation, and Telecommute America.  At the local level, these include the Mid-Atlantic Teleworking Advisory Council (MATAC) and the Washington DC metropolitan area Council of Governments (COG).  COG, in particular, has been very proactive in promoting telecommuting.  As part of its Commuter Connections program, it has developed a Telework Resource Center, which presents telecommuting options including the telecenter program to interested parties.  COG has also developed a training program for managers and workers who telecommute.  In addition, the telecenters themselves have created an association called the Washington Metropolitan Telework Centers (wmtc.org) which actively promotes Telework and the use of the telecenters to commuters in the DC metro area.

In addition to these marketing efforts, virtually all telecenter directors have established proactive marketing plans to promote usage from both private and federal sources.  Specific tactical marketing efforts have included open houses for managers and employees, advertising in local commuting magazines, flyers on cars  in commuter parking lots, web sites with links to other relevant web sites, and public speeches to interested groups. Others, such as the four centers managed by George Mason University, take advantage of the marketing efforts of the larger programs in which they are involved such as the Mason Enterprise Center (MEC). The four centers affiliated with GMU are also in the process of developing and offering certification courses for mid-level managers on how to manage workers in telecenters, how to use project management software to manage by objective, how to use Teleworking technology.  Other marketing partnerships exist between Bowie State University and the State of Maryland Telework project.

In addition to these efforts, the GSA has done a lot of marketing of the telecenters.  The centralized promotion efforts, which existed when the pilot program began, have not been practiced in the past few years, however.

Section 6.  Competition

Generally, home telecommuting is considered the primary competition to telecenter use from federal government workers.  The reduction in costs for connectivity as well as personal computers have made the home commuting option more viable today than when the telecenter program was initiated in 1993.  However, for many telecommuters, the telecenters continue to offer options not available at home.  This includes a better-equipped and roomier environment that is free from home distractions such as children, elderly parents, projects and hobbies.  Telecenters also offer a more professional environment that is conducive to productive and effective work habits and the ability of the telecenter to separate work from home.    Telecenters also offer office support that is not often available at home including fax and copy machines, laser jet printers and other standard office equipment.

Section 7.    Pricing Discussion

Based on memoranda of agreement with customer agencies whose employees used  the telecenters, GSA initially priced its workstations at the rate of $100 per workstation per month for full time use. This low cost was an incentive for agencies to try new work place initiatives and “family friendly” working arrangements.  This was the arrangement until legislation was passed in fiscal year 1997 requiring that GSA charge other user agencies fees to cover the costs of operation.

Beginning in fiscal year 1997 and effective through fiscal year 2000
, Congress directed GSA to “charge user fees for Federal agency use of a telecenter based on 50% of the Administrator’s annual operating costs of operating the center, including the reasonable cost of replacement of furniture, fixtures, and equipment”.   Effective fiscal year 2001, fees were based on 100% of these same annual-operating costs.  Note that FY2001 fees are based on the 1999-operating budget.  As a result, FY2001 fees range from $250 per full time workstation per month to $960 per workstation per month.  The fee structure varies because the operating costs of the centers are very different (a further discussion of operating costs can be found in the Section 8).

FY2001 Pricing Schedule for Telecenters

	Center Name
	2001 Monthly Fee for Full Time use of Workstation ($)

	Bowie, Bowie (White Oak)
	250

	Manassas
	400

	Fairfax, Herndon, Sterling, Fredericksburg, Stafford, Winchester
	520

	Frederick, Hagerstown
	500

	Calvert, Waldorf, Laurel
	540

	Jefferson County, WV
	770

	Woodbridge
	980


For the private sector, customers are expected to reimburse the GSA at a full cost basis
. In practice, this translates into private sector fees that range from approximately $350 to $500 for work cubicles to $500 to $750 for private offices.

It should be noted that because of Public Law, GSA uses a cost approach for the telecenters in the Washington DC metropolitan area. The cost approach divides the total cost of operating the center by the number of center workstations arriving at a per user fee.  In the event of rent increases for Federal agency users, the increases must be deferred until agencies have sufficient time to budget.  Rent increases for private sector users require no such notice period.  

For telecenters outside of DC, the rent is set in accordance with appraisal-based research comparables to executive office suites
.  Many cities now have executive office suites operators, who lease workstations  and office suites to small companies or individuals for periods as short as a few weeks to years.  The latter approach is referred to as portfolio lease pricing. 

Centers also derive revenue from private use of other center facilities, such as training rooms, conference rooms, and videoconferencing.  One center received $30,000 of non-federal revenues from the affiliated city, which brought evening and weekend computer time for its residents.  The policy toward the ownership of private sector revenue has varied between Region 3 and NCR.  In the case of NCR, all private sector revenues collected through any of its nine telecenters, is sent to Region 7, Finance Division, and placed in an escrow account.  For NCR, the managing entity has been able to keep half of these revenues, with the remaining half going into an escrow account managed by GSA NCR.   Beginning in FY 2001, however, this policy has been changed and all monies now flow into an escrow account maintained by GSA.   

The table below shows three alternative pricing schedules.  The first uses 2001 occupancy rates (the same as those in the fourth quarter of FY2000) to determine break-even prices.  In this scenario, the new fee structure would range from $725 per workstation per month at Bowie to $2,070 at Laurel Lakes, with an average price of $1,289.  This represents a more than doubling of existing prices ($521 on average) and compares against the current range of prices of $250 to $980.

The second price scenario uses a 90% occupancy rate to determine break-even prices.  In this scenario, prices would need to increase 43% from current levels with the range of $401 to $1,204. 

In the third scenario, AEW has estimated prices that fully recover FY2001 operating expenses at 100% occupancy.  In this situation, prices need to be raised 29% in order to break even.  Prices range from a low of $361 at Jefferson County to a high of $1,083 at Laurel Lakes under these conditions.  
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Section 8.  Financial Analysis

Summary.  The sixteen telecenters are projected to remain in deficit for the next three years.  In a base case scenario, where occupancy levels remain at FY2000 levels (53%) and pricing remains at current FY2001 levels, AEW projects a three-year deficit of $(4.9) million. 

	Projected Annual Deficit
	
	
	

	
	FY2001
	FY2002
	FY2003
	Total

	Base Case:  Business As Usual
	($1,556,012)
	($1,638,151)
	($1,722,755)
	($4,916,918)


FY 2000 Financial Results.  For the fiscal year ended September 30, 2000, the revenue earned by the sixteen centers totaled approximately $703,093 while the total operating costs for the centers were $2,477,293.  This resulted in a deficit to the Federal Buildings Fund (FBF) of $)(1,744,200).  The centers averaged annual revenues per seat of $2,074 while the costs per seat averaged $7,308.  Overall costs exceeded revenues by 3.5 times. 

· Revenues per seat for Federal users were collected at a 50% of cost level.  Therefore at best (100% Federal occupancy), the annual operating costs would still have exceeded revenues by a factor of two.

· Overall Federal occupancy levels for FY2000 was approximately 40%. Occupancy levels increased to almost 53% when private sector users are included.

· Eight of the centers reported operating cost exceeding their revenues by over four times, and three of the centers had operating costs greater than 5.9 times revenues (Laurel Lakes, Herndon, and Manassas).


The details of the FY2000 results are included in the Table below:

	FY2000 Revenue and Operating Costs
	
	

	Center Name
	# Seats
	Seats Occupied
	FY 2000 Total Percent Occupied
	FY2000 Pricing per seat
	FY2000 Projected Revenues 
	FY2000 Operating Costs
	Net Revenue (Loss)
	FY2000 Costs/Rev.

	Maryland
	
	
	
	
	
	
	
	

	Bowie - Combined
	30
	15.7
	52%
	 $       125 
	 $      24,800 
	 $    103,025 
	 $     (78,225)
	4.2

	Calvert Co & Waldorf
	48
	31.4
	65%
	 $       270 
	 $    108,212 
	 $    482,295 
	 $   (374,083)
	4.5

	Laurel Lakes
	15
	9.7
	65%
	 $       270 
	 $      28,944 
	 $    175,434 
	 $   (146,490)
	6.1

	Frederick
	7
	7.2
	103%
	 $       250 
	 $      14,725 
	 $      42,000 
	 $     (27,275)
	2.9

	Hagerstown
	32
	16.3
	51%
	 $       250 
	 $      49,375 
	 $    212,240 
	 $   (162,865)
	4.3

	Total Maryland
	132
	80.2
	
	 $         -   
	 $    226,056 
	 $  1,014,994 
	 $   (788,938)
	4.5

	Virginia
	
	
	
	
	
	
	
	

	Fairfax City
	29
	11.6
	40%
	 $       260 
	 $      84,555 
	 $    208,977 
	 $   (124,422)
	2.5

	Herndon
	19
	7.1
	37%
	 $       260 
	 $      15,622 
	 $      98,854 
	 $     (83,232)
	6.3

	Manassas
	32
	8.2
	26%
	 $       200 
	 $      32,000 
	 $    189,703 
	 $   (157,703)
	5.9

	Sterling
	21
	20.6
	98%
	 $       260 
	 $    101,100 
	 $    119,420 
	 $     (18,320)
	1.2

	Winchester
	23
	10.0
	43%
	 $       260 
	 $      32,006 
	 $    178,121 
	 $   (146,115)
	5.6

	Spotslvania
	30
	19.7
	66%
	 $       260 
	 $      67,958 
	 $    201,000 
	 $   (133,042)
	3.0

	Stafford
	20
	8.2
	41%
	 $       260 
	 $      32,500 
	 $    155,604 
	 $   (123,104)
	4.8

	Woodbridge
	18
	7.7
	43%
	 $       490 
	 $      84,500 
	 $    210,620 
	 $   (126,120)
	2.5

	Total Virginia
	192
	93.1
	
	
	 $    450,241 
	 $  1,362,299 
	 $   (912,058)
	3.0

	West Virginia
	
	
	
	
	
	
	
	 

	Jefferson County
	15
	5.8
	39%
	 $       385 
	 $      26,796 
	 $    100,000 
	 $     (73,204)
	3.7

	Total
	339
	179.1
	53%
	
	 $    703,093 
	 $  2,477,293 
	 $(1,774,200)
	3.5


Note – (1) PBS employees provided all of financial information. AEW has not independently verified these numbers. (2)  Due to data issues, the two Bowie centers (both managed by Bowie State University) have been combined as has the Calvert and Waldorf centers (managed by the College of Southern Maryland).

FY2001 Financial Results.   The table below reports projected FY2001 financial results for the 16 telecenters.  

· Revenues reflect FY2000 occupancy levels for both the federal and private sector users with the exception of some identified new INS users. 

· As discussed in the pricing section of this report, FY2001 workstation fees are based on 100% of the annual operating costs of the telecenter.  Effectively, this doubled the fee structure from FY2000 and resulted in fees that range from $250 per full time workstation per month to $960.  However, as also discussed, the fees are based on the operating budgets of 1999.  As a result, even with full time occupancy, the fee structure does not generate sufficient revenues to cover operating costs. 

· Private sector revenues remain unchanged from FY2000 levels. 

· Operating costs reflect FY2001 budgets as presented by the telecenters to NCR and Region 3. 

Under these conditions, costs will exceed revenue by more than two times in FY2000 and produce a deficit of approximately $(1.5) million. 

	FY2001 Revenue and Operating Costs

	Center Name
	# Seats
	Seats occupied
	FY 2001 Total Percent Occupied
	FY2001 Pricing per seat
	FY2001 Projected Revenues 
	FY2001 Cost Budgets
	Net Revenue (Loss)
	FY2001 Costs/ Revenues

	Maryland
	
	
	
	
	
	
	
	

	Bowie - Combined
	30
	18.7
	62%
	 $       250 
	 $      58,600 
	 $    136,575 
	 $     (77,975)
	2.3

	Calvert Co & Waldorf
	48
	31.4
	65%
	 $       540 
	 $    216,424 
	 $    608,600 
	 $   (392,176)
	2.8

	Laurel Lakes
	15
	9.7
	65%
	 $       540 
	 $      57,888 
	 $    195,000 
	 $   (137,112)
	3.4

	Frederick
	7
	7.0
	100%
	 $       500 
	 $      42,000 
	 $      42,000 
	 $            -   
	1.0

	Hagerstown
	32
	16.3
	51%
	 $       500 
	 $      72,950 
	 $    198,400 
	 $   (125,450)
	2.7

	Total Maryland
	132
	83.0
	63%
	
	 $    447,862 
	 $  1,180,575 
	 $   (732,713)
	2.3

	Virginia
	
	
	
	
	
	
	
	

	Fairfax City
	29
	11.6
	40%
	 $       520 
	 $    101,146 
	 $    244,975 
	 $   (143,829)
	2.4

	Herndon
	19
	7.1
	37%
	 $       520 
	 $      29,844 
	 $    119,682 
	 $     (89,838)
	4.0

	Manassas
	32
	11.2
	35%
	 $       400 
	 $      64,280 
	 $    188,235 
	 $   (123,955)
	2.9

	Sterling
	21
	20.6
	98%
	 $       520 
	 $    108,900 
	 $    148,290 
	 $     (39,390)
	1.4

	Winchester
	23
	11.4
	50%
	 $       520 
	 $      57,408 
	 $    182,000 
	 $   (124,592)
	3.2

	Spotslvania
	30
	22.7
	76%
	 $       520 
	 $    152,764 
	 $    225,000 
	 $     (72,236)
	1.5

	Stafford
	20
	8.2
	41%
	 $       520 
	 $      50,232 
	 $    175,000 
	 $   (124,768)
	3.5

	Woodbridge
	18
	7.7
	43%
	 $       980 
	 $    115,480 
	 $    209,225 
	 $     (93,745)
	1.8

	Total Virginia
	192
	100.5
	52%
	
	 $    680,054 
	 $  1,492,407 
	 $   (812,353)
	2.2

	West Virginia
	
	
	
	
	
	
	
	

	Jefferson County
	15
	5.9
	39%
	 $       770 
	 $      54,054 
	 $      65,000 
	 $     (10,946)
	1.2

	Total
	339
	189.4
	56%
	
	 $  1,181,970 
	 $  2,737,982 
	 $(1,556,012)
	2.3


Base Case:  FY2002 and  FY2003 Revenue and Operating Costs.  The table below highlights the financial results of the 16 telecenters under our base case assumptions for FY2002 and FY2003.  In this scenario, we assume the following conditions: 

· Operating costs reflect actual budgets as submitted as part of the FY2001 Budget call  plus 3% annual inflation factor.

· Revenues are based on FY2001 occupancy levels (56% in aggregate).  

· Prices remain the same as in FY2001; i.e., per seat fees reflect FY2001 pricing schedules.

· Under this scenario, aggregate costs exceed revenues annually by $(1,638,151) and $(1,722,755) for FY2002 and FY2003, respectively. This translates into a three-year deficit of $(4.9) million.  

	FY2002 Revenue and Operating Costs – Business as Usual
	
	
	

	Center Name
	# Seats
	Seats occupied
	FY 2002 Total Percent Occupied
	FY2002 Pricing per seat
	FY2002 Projected Revenues 
	FY2002 Cost Budgets
	Net Revenue (Loss)
	FY2002 Costs/ Revenues

	Maryland
	
	
	
	
	
	
	
	

	Bowie - Combined
	30
	18.7
	62%
	 $       250 
	 $      58,600 
	 $     140,672 
	 $     (82,072)
	2.4

	Calvert Co & Waldorf
	48
	31.4
	65%
	 $       540 
	 $    216,424 
	 $     626,858 
	 $   (410,434)
	2.9

	Laurel Lakes
	15
	9.7
	65%
	 $       540 
	 $      57,888 
	 $     200,850 
	 $   (142,962)
	3.5

	Frederick
	7
	7.0
	100%
	 $       500 
	 $      42,000 
	 $       43,260 
	 $      (1,260)
	1.0

	Hagerstown
	32
	16.3
	51%
	 $       500 
	 $      72,950 
	 $     204,352 
	 $   (131,402)
	2.8

	Total Maryland
	132
	83.0
	63%
	
	 $    447,862 
	 $  1,215,992 
	 $   (768,130)
	2.7

	Virginia
	
	
	
	
	
	
	
	

	Fairfax City
	29
	11.6
	40%
	 $       520 
	 $    101,146 
	 $     252,324 
	 $   (151,178)
	2.5

	Herndon
	19
	7.1
	37%
	 $       520 
	 $      29,844 
	 $     123,272 
	 $     (93,428)
	4.1

	Manassas
	32
	11.2
	35%
	 $       400 
	 $      64,280 
	 $     193,882 
	 $   (129,602)
	3.0

	Sterling
	21
	20.6
	98%
	 $       520 
	 $    108,900 
	 $     152,739 
	 $     (43,839)
	1.4

	Winchester
	23
	11.4
	50%
	 $       520 
	 $      57,408 
	 $     187,460 
	 $   (130,052)
	3.3

	Spotslvania
	30
	22.7
	76%
	 $       520 
	 $    152,764 
	 $     231,750 
	 $     (78,986)
	1.5

	Stafford
	20
	8.2
	41%
	 $       520 
	 $      50,232 
	 $     180,250 
	 $   (130,018)
	3.6

	Woodbridge
	18
	7.7
	43%
	 $       980 
	 $    115,480 
	 $     215,502 
	 $   (100,022)
	1.9

	Total Virginia
	192
	100.5
	52%
	
	 $    680,054 
	 $  1,537,179 
	 $   (857,125)
	2.3

	West Virginia
	
	
	
	
	
	
	
	

	Jefferson County
	15
	5.9
	39%
	 $       770 
	 $      54,054 
	 $       66,950 
	 $     (12,896)
	1.2

	Total
	339
	189.4
	56%
	
	 $  1,181,970 
	 $  2,820,121 
	 $(1,638,151)
	2.4


	FY2003 Revenue and Operating Costs – Business as Usual
	
	
	

	Center Name
	# Seats
	Seats occupied
	FY 2003 Total Percent Occupied
	FY2003 Pricing per seat
	FY2003 Projected Revenues 
	FY2003 Cost Budgets
	Net Revenue (Loss)
	FY2003 Costs/ Revenues

	Maryland
	
	
	
	
	
	
	
	

	Bowie - Combined
	30
	18.7
	62%
	 $       250 
	 $      58,600 
	 $   144,892 
	 $     (86,292)
	2.5

	Calvert Co & Waldorf
	48
	31.4
	65%
	 $       540 
	 $    216,424 
	 $   645,664 
	 $   (429,240)
	3.0

	Laurel Lakes
	15
	9.7
	65%
	 $       540 
	 $      57,888 
	 $   206,876 
	 $   (148,988)
	3.6

	Frederick
	7
	7.0
	100%
	 $       500 
	 $      42,000 
	 $     44,558 
	 $      (2,558)
	1.1

	Hagerstown
	32
	16.3
	51%
	 $       500 
	 $      72,950 
	 $   210,483 
	 $   (137,533)
	2.9

	Total Maryland
	132
	83.0
	63%
	
	 $    447,862 
	 $ 1,252,472 
	 $   (804,610)
	2.8

	Virginia
	
	
	
	
	
	
	
	

	Fairfax City
	29
	11.6
	40%
	 $       520 
	 $    101,146 
	 $   259,894 
	 $   (158,748)
	2.6

	Herndon
	19
	7.1
	37%
	 $       520 
	 $      29,844 
	 $   126,971 
	 $     (97,127)
	4.3

	Manassas
	32
	11.2
	35%
	 $       400 
	 $      64,280 
	 $   199,699 
	 $   (135,419)
	3.1

	Sterling
	21
	20.6
	98%
	 $       520 
	 $    108,900 
	 $   157,321 
	 $     (48,421)
	1.4

	Winchester
	23
	11.4
	50%
	 $       520 
	 $      57,408 
	 $   193,084 
	 $   (135,676)
	3.4

	Spotslvania
	30
	22.7
	76%
	 $       520 
	 $    152,764 
	 $   238,703 
	 $     (85,939)
	1.6

	Stafford
	20
	8.2
	41%
	 $       520 
	 $      50,232 
	 $   185,658 
	 $   (135,426)
	3.7

	Woodbridge
	18
	7.7
	43%
	 $       980 
	 $    115,480 
	 $   221,967 
	 $   (106,487)
	1.9

	Total Virginia
	192
	100.5
	52%
	
	 $    680,054 
	 $ 1,583,295 
	 $   (903,241)
	2.3

	West Virginia
	
	
	
	
	
	
	
	

	Jefferson County
	15
	5.9
	39%
	 $       770 
	 $      54,054 
	 $     68,959 
	 $     (14,905)
	1.3

	Total
	339
	189.4
	56%
	
	 $  1,181,970 
	 $ 2,904,725 
	 $(1,722,755)
	2.5


Due to generally low occupancy rates, the expected on-going deficits generated by the telecenters, the costs of maintaining the program, improvements in technology and connectivity that provide alternatives to telecenter commuting, and an inconsistency of the telecenters to GSA PBS’s mission statement, AEW has concluded that the program should be phased out.    Only the Frederick telecenter has the utilization and financial self-sufficiency to remain open.
Section 9.  Comparison with Private Sector Current Practices

In the private commercial real estate market, the “shared” or “alternative” office sector, in which no one has a permanent desk assignment, is still a niche product. But already, alternative offices have become essential for businesses in which a critical mass of people works remotely: consulting firms; telecommunications, technology and financial service providers. In new economy and start-up ventures, for which flexibility and scalability are a must, offices are leased as much to fit the business model as they are for location or corporate image. Furthermore, with so many companies working on a global basis and technology enabling far-flung colleagues to create a seamless office dynamic, most old and new economy companies with more than 150 employees have at least 1 or 2 units that work remotely, architects and real estate professionals said.  Therefore, the notion of what an office is and the purpose it serves has transformed. “In today’s economy, the role of the office isn’t to house my desk, it’s to house my meetings,” said David Macintosh, a technology consultant for Cap Gemini Ernst & Young.

Companies may be driven by a variety of factors to set up alternative officing: globalization, technology advances, or the prospect of lowering real estate costs by reducing the amount of square-feet each person occupies. 

According to one leading designer of shared offices, in “hoteling” – the private sector model that most closely resembles the GSA telecenters – a company may reduce the amount of space per person to 100-square-feet or less, compared to the traditional allotment of 200 to 300-square-feet for the offices of some senior executives, said Steven Basque, a principal of ADD Inc., an architectural firm with offices in Cambridge, San Francisco and Miami.  For hoteling, a company with 100 workers could lease 6,000-square-feet rather than 20,000-square-feet of office space. The initial tenant build-out, which requires more furniture, glass dividers and technology, may cost 15 percent more than a traditional office. But, over the 10-year lease term with an average rent of $50-square-foot, the company’s total real estate cost would be about $5.1 million versus $12.4 million for traditional office space, Mr. Basque estimates.

Furthermore, as the nation’s strong economy stimulates business growth, a shortage of offices coupled with rising residential real estate prices, is leading more companies into shared or alternative office arrangements, according to an August 29,2000 report in “The Wall Street Journal.”  In Silicon Valley, nearly 160,000 jobs go unfilled each year because people can no longer afford to live within a reasonable commuting distance. Therefore, technology companies such as Adobe Systems, Inc., Hewlett-Packard Co., Intel Corp. are encouraging telecommuting, the Journal report said. But such alternatives are not only for affluent private companies. Space shortages, high house prices and traffic congestion led the states of Maryland and Arizona and the city of Seattle Housing Authority to set up mandatory Telework programs for their workers. So far, about 14 percent of Arizona’s state workers Telework from home or a telecenter while Maryland aims to have 10 percent do so, the Associated Press recently reported. 

But most organizations are also moved by one inescapable reality, the shortage of skilled workers. “In today’s tight labor market, if you’re good, you can call the shots,” said Mark Glasser, another principal at ADD, Inc. “You can work at home, have a private office or both.”  While lower real estate costs initially motivated organizations to telecommute, the shortage of skilled workers has now become the main driver.  “Hoteling is now about recruitment and retention,” said his colleague Mr. Basque. “Everyone wants to make their workers happy. Hoteling offers flexibility and it’s become cool, so it promotes an appealing image.”  His assessment of the GSA telecenter concept: “It’s a brilliant solution.” He added, “Setting up a bunch of small telecommuting sites will in the long term save on real estate costs and benefit recruitment and retention.”  

Sharing offices, however, involves not merely where work is done, but how work is done. As such, it represents a profound change in the nature of work, which is most keenly felt by established organizations trying to introduce the new paradigm.  To successfully share even some of the space an organization uses, it is critical to create a strategic plan designed to engineer and manage a change in the office culture, said Arlyn Vogelman, a principal at M. Arthur Gensler Jr. & Associates, Inc., Boston-based architects and designers who advise companies on alternative officing.  Otherwise, she said, “Management could face an office revolt.” Resistance may arise from workers who think they need a space to call their own or from remote workers’ resentment of “squatters” who claim prime spots for themselves.

Every company sharing space may set it up somewhat differently to suit their needs. But, three basic types of arrangements now dominate the private market: executive suites, incubator space and hoteling, the product most analogous to the federal government’s telecommuting centers. While they differ in significant ways, they all provide certain basic services including a receptionist, voice and postal mail and common areas for meetings.

Executive Suites. Executive suites are valued at about $3 billion. This represents 1% of the $300 billion corporate owned office buildings sector. After a decade of rapid growth, the US now has about 4,000 office suite facilities.  In the future, current trends suggest that shared offices could make up 20 to 35 percent of the corporate owned offices, with a value ranging from $60 to $100 billion.

In executive suites, the provider usually leases a block of space from the building owner, which it then divides into separate suites with a common area, private offices and perhaps some cubicles. The suite provider manages the space, which it rents by the hour, week, month or longer to sole practitioners, small companies, start-ups or corporations. 

The space, better equipped and more technologically advanced than ever, almost always provides a receptionist, message and mail services, maintenance and security. They may also have a concierge service that orders supplies, arranges conferences and training sessions. The suite providers range from small local companies to international corporate players such as recently merged HQ Global Workplaces and Vantas, Inc. or Regus Business Centers. Since they operate worldwide, a corporation seeking to expand abroad may have their new office set up by one of these global executive suite providers.

Incubator Space.  Among the newest alternative officing products, incubator space is designed to enhance a business model in which a venture capital group shares space with several start-up companies that they fund and help manage.

Last summer, for instance, the Cambridge Incubator Space opened near the Massachusetts Institute of Technology. It occupies an 18,000-square-foot floor of an office building and has an opaque glass entrance that creates a distinct identity. Echoing the old industrial buildings where some of the region’s most prominent technology companies got their start, this new space has been designed with exposed pipes overhead, corrugated glass walls and movable space dividers. It feels young and unconventional.  The companies of 2 to 12 people occupy 1 to 3 bays, which are 20x25-feet each. The movable bay dividers let tenants reconfigure their space, opening it for meetings or other company-wide projects. For maximum flexibility and scalability, a company may occupy more bays as it grows.  Around the perimeter of the Cambridge Incubator Space are the enclosed offices for the venture capital managers and administrators. In the hallways, meanwhile, guests may use “data motels,” small spaces with a counter, chair and telecommunications outlets.  In addition to the reception desk, common areas include one large room with video equipment for conferences, another multipurpose room for receptions, meetings or slide shows.

Hoteling.  As the name implies, this type of space functions like a hotel. Users make reservations in advance. When they arrive, they sign in at the reception desk and receive an office assignment. A variation on this theme is Just In Time, or JIT space, in which desks are assigned on a first come, first serve basis.

Companies rent or build such spaces not to save workers’ commuting time but to enhance their business model. Usually, the business is organized as a hub and spoke operation or has a central headquarters with national or international satellite offices. In either case, many employees spend most of their time working with clients in other locations. The space may be one floor, part of a floor or entire building. It is outfitted with closed offices, cubicles, tables lined with several data ports and very small telephone rooms equipped with a counter, telephone and chair. But, wherever someone sits, they have access to all of the facility’s technology and services.

For instance, Arthur Andersen, the accounting firm, in 1997 leased an additional 9,000-square-feet in a high rise where its Boston office is based. Designed to host 100 people, it has 8x10 square-foot offices for partners, cubicles, workstations and phone rooms. Common areas feature: reception, informal team rooms, formal meeting rooms; a kitchen, lockers, closets, wall and mobile files; a business center with supplies, copy and fax machines, a reference center and technology office. Everywhere, there are plugs and data ports. While every inch of space has a function, the interior is handsomely decorated with first class furnishings, brightly colored accents and offers impressive views.

Also in 1997, Andersen Consulting, a separate firm, leased an entire 63,000-square-foot, 3 story office building to operate as a hoteling facility in a prime suburban Boston location, the Wellesley Office Park. Upon entering the reception area, the facility feels like a top-drawer resort.  Inside, the building resembles a traditional office until one closely examines the arrangement. The building manager and administrative staff are clustered in centrally located cubicles. Surrounding them are closed offices, cubicles and meeting rooms of various sizes.

In general, the federal government’s suburban telecommuting centers are equal to or sometimes superior to these private hoteling facilities in terms of: space per person, general ambiance, equipment, 24/7 accessibility, maintenance and usage rates. As in the private shared offices, occupancy rates vary widely with the ebb and flow of activity.

“Shared offices are easier, better, cheaper than ever before,” said Ms. Vogelman of Boston-based Gensler Architects. But, she cautions, “For them to function effectively, the learned office culture must change.” New ways of working must be adopted, not only by the telecommuters, but also by the support staff and managers.  “There must be a good buy-in strategy to avoid a worker revolt,” she added. “It’s really important to teach people how to work remotely and how to effectively manage those who do.” She suggests:

· The organization must provide adequate funds for the transformation.

· It should establish a launch team of planners, managers and administrators to revamp the entire work process, technology and tools.

· The organization’s value system must adopt a sense of pride about its ability to effectively telework.

· To achieve a company-wide buy-in, everyone should be prepared for the change with launch and learn training manuals and workshops. 

Indeed, such measures might avoid or solve some of the technology and management problems that federal workers say they encounter when working at the GSA telecenters. They complain of computers that lack the appropriate software,and encryption technology and of telecenters without knowledgeable technical support. 

The GSA telecommuting model most closely resembles hoteling since the space assumes the identity of a US government office and workers must reserve space in advance. Some also resemble executive suites because they’re managed by a third party and may also house private companies.  But, according to real estate professionals, the model is appropriate and even admirable. “It’s a perfect solution,” said Rob Dickey, a Sr. VP at Spaulding & Slye Colliers, Inc. a full service real estate firm that operates nationwide and has developed shared offices. “To have several agencies combine as a group to lease space that has multiple functions –offices, cubicles, conference rooms, open space – makes it flexible enough to accomplish several goals.”  He added, “Career government workers who are task oriented have absolutely no reason to drive into the main office everyday.”

Section 10.  Interview Results

Telecenter Directors.   

As part of its research, AEW conducted interviews with the directors of each of the 16 telecenters.  In general, all centers are run professionally and create a business-like environment.  Directors were unanimous in their enthusiasm for the telecenter concept as well as for their specific experiences in managing their telecenter(s).  In their view, the centers provided an alternative site for employees to work that was family friendly, environmentally friendly, and healthful (due to reduced stress from not sitting in hour long traffic jams once or more a day).  One director stated “Employees who use our services report having less stress and employers lose less man-hours to sick leave.”  Decreases in employee absenteeism, sick leave, and late arrivals can potentially increase productivity. According to a study cited by the College of Southern Maryland on their website
, 91.4% of teleworkers believe telecommuting improves job productivity, while the average teleworker saves over $1,200 per year in gas and maintenance.  Reduced commuting requirements can also enhance the ability to attract and retain skilled employees. One center director cited a comment from one of their users: “I will never leave this job as long as I have this benefit”.
Center Directors Relationships with GSA.  The relationships of center directors with the GSA varies in large part because the relationship of GSA to the managing entity is different.  In some situations, the directors are employees of the managing entity and in other cases, they are paid as consultants to manage the program and its operations.  In general, all operational decisions are made by the directors; GSA has little to no involvement with the day-to-day operations of the centers.  

Some center directors are actively pursuing “self-sufficiency” strategies that will enable them to gradually reduce their relationship with the GSA to become independent business operations. As a result, a few directors have developed business plans to move them toward self-sufficiency.  As part of these plans, they have developed plans to generate private sector revenues.  Some centers, most notably Fairfax, uses funds from the city of Fairfax.  The city provides a $30,000 grant to pay the after hour operating expenses for citizens to use workstations in the evening and on weekends. 

Some view the telecenters as a complement to home telecommuters, where telecommuters can use the telecenters as a place to meet with clients, go to for technical support, and attend for training.

In moving toward self-sufficiency, most viewed an occupancy rate of 85% as appropriate in determining revenue streams.  They cited the 85% rate as the one commonly used in the lodging industry and viewed as similar the reservation/utilization characteristics of telecenters to hotels.  No director endorsed using a 100% utilization rate.

Many center directors voiced frustration with the GSA management of the centers and pointed to the inconsistency between NCR and Region 3 in terms of their demands.  In some instances, business plans are required on an annual basis and in other instances they are not.  In some instances, the relationship between GSA and the telecenter director is solely based on submitting budget requests annually.  

Many voiced frustration that the program was housed within PBS.  Their view of PBS is that it manages real estate and the centers are more than real estate—they are programs.  They also complained that once PBS took over operations in 1998, all centralized marketing efforts ceased.

There was also concern that consolidated reports for all of the centers stopped being compiled once PBS took over operations.  As a result, directors felt more isolated from their colleagues and had little substantive information to compare centers’ progress. 

Marketing and Promotion Efforts.  Marketing is a large concern of virtually all telecenter directors.  Many of the directors feel that the GSA stopped marketing efforts in 1998 when the management of the centers was moved to PBS. As a result, many of the centers have developed their own marketing programs and most have become members of the Washington Metropolitan Telework Centers (WMTC), a network of telework centers in the Washington D.C. metropolitan area.  The group provides marketing for the 16 GSA telecenters as well as others managed by the National Guard. Others, such as the four centers managed by George Mason University Entrepreneurial Center, take advantage of the marketing efforts of the larger programs in which they are involved such as the Mason Enterprise Center (MEC).   Other marketing partnerships exist between Bowie State University and the State of Maryland Telework project.  Nearly all centers have conducted their own marketing efforts by having open houses for managers and employees, radio spots, advertising in local commuting magazines and community newspapers, direct mail programs and the distribution of flyers and information packets on cars in commuter parking lots.  Centers have also developed their own websites and advertised banners on Internet pages of local businesses.

The centers affiliated with GMU are in the process of developing and offering certification courses for mid-level managers on how to manage workers in telecenters, how to use project management software to manage by objective, and how to use teleworking technology. 

Despite their own marketing efforts, however, several telecenter directors were frustrated because, “we are not government agencies, so agencies do not listen to us”.  They felt that without federal government encouragement and promotion, other federal agencies would not feel obligated to promote and endorse the telecenter programs. 

Fee increase.  Few center directors expect any impact from the doubling of user fees in fiscal 2001.  Most directors view the fee structures as competitive or better relative to market rates.  

Middle Managers.  Nearly all center directors viewed middle managers and supervisors as obstacles to telecenter use.  In fact, several center directors stated that there was a waiting list of users for the telecenters who could not get approval from their supervisors to use the centers.   In some cases, workers have been on waiting lists for more than 12 to 24 months. One center director said “It takes one year of more from the first phone call to actual usage”.  In contrast, center directors can process a new worker with a one-day turnaround. 

Users of the Telecenters.  

Using statistically valid procedures, AEW created a random sample from a GSA supplied list of telecenter users. From this random sample, we interviewed ten teleworkers from USDA, HUD, DOJ (2 workers), DOE, OPM, HHS, DOT, GSA and the US Mint.

The jobs they do include: research and writing for speeches, departmental policy, papers and reports; manage, implement new policy; monitor, administer grants; IT integration and support; train and manage paralegal specialists; oversee conflicts of interest and ethical standards in the FDA; analyze procurement contracts of materials for transportation projects; investigate threats to federal attorneys and judges and analyze fugitive searches; process retiree benefits packages; write software code.

Overall, workers said that use of a GSA telecenter does accomplish the basic goals. The new workplace option boosts productivity, reduces stress and enhances their quality of life enabling them to concentrate more deeply on work; spend less time stuck in maddening traffic and more time on personal or family activities.

Everyone interviewed agreed that telecommuting saves them 2 to 4 hours a day in travel time. The extra 10 to 20 hours a week offers workers something once considered impossible, a timesaving that amounts to squeezing an extra day or two into the week.

“It’s the best work environment I’ve ever had in my 25 years of government service,” said a 53-year-old HUD operations officer who researches, writes and implements new departmental policies.  To position herself for retirement, she had moved to Martinsburg, W. Va., about 80 miles northwest of Washington DC. With a commute by train and Metro of 21/2 hours each way, she started to look for a new job. However, early in 1999, she won approval to work 4 10-hour days a week. Now she telecommutes 3 days a week from the Jefferson City Telecenter 30 minutes from her home and 1-day a week goes into headquarters in the District. On telecenter days she sleeps for an extra hour, arrives at work at 7AM, a half hour earlier, works for 10 hours and is still home by 6PM, she said.  To retain this experienced federal worker, the telecommute option was critical. “I’m calmer, happier, more productive because unlike the office, at the center I have 24/7 access including nights and weekends,” she asserted. “I can arrive early, stay late, work weekends. At headquarters I have none of that. So, it’s good for the individual and the organization.”

All the telecommuters interviewed agreed that they were more productive at the telecenter than in the office. For instance, a program integrity adviser for the FDA who works from the Hagerstown Telecenter on Tuesdays and Thursdays said, “I get a lot more done because there are no interruptions.”  Indeed, she must be churning out her work because after 3 years of telecommuting, she was promoted last March.

 “There’s been no adverse impact on my skills or professional advancement,” she added. “It’s part of the Quality of Life Program and working there is like having a half day off.” Since 1996, she’s been telecommuting from her home in Waynesboro, Pa, about 60 miles east of the District. Rather than the 1-½ hour drive in the vanpool to Rockville, Md., during which she encountered enough traffic to make her late at least twice a month, she now drives 25 minutes to the telecenter.  The center has all the tools she requires: a telephone, computer with MS Office Suite software, e mail and fax linked to the FDA, printers, copiers, video conferencing and her reference manuals.   “Saving on the commute time has improved my quality of life and I don’t have to take a whole day off for a doctor’s appointment,” she said. “I’d always want to protect this privilege and would use it as a benchmark to judge any future job.”

Like this telecommuter, everyone else interviewed agreed that in addition to the benefits of punctuality and productivity, they had an extra measure of motivation to strive for excellence to preserve their prized new privilege. “I knew the boss wasn’t a big fan of telecommuting, so it was an incentive to work harder,” said one long-term mid-level professional. “I worked harder and detailed everything I did to show her I could get more done at the telecenter,” he added. “It helped that it was very quiet. Everyone was from a different agency, so there was less tendency to talk about what we did on the weekend. ” A resident of Newburg, Md., about 45 miles from DC, this 37-year-old single man worked at the Waldorf Telecenter on Tuesdays and Thursdays for a year starting Spring, 1998. Rather than commute 11/2 hours each way, unless traffic stretched it out to 3 hours, he drove about 25 minutes to the telecenter. As a paraplegic, the shorter commute conserved his energy. The privilege ended when his unit became short-staffed.

Like most teleworkers interviewed, one teleworker said that he felt managers resisted or were neutral about granting the telecommute option. While telecommuters mentioned three managers who were very supportive, most said that they learned of this option not from their supervisor, agency or other government channel but through local media coverage of the new centers. Therefore, they consider telecommuting to be a privilege that they discovered, requested and for which they sometimes spent months or years seeking approval. “My manager doesn’t oppose it but doesn’t pro-actively support it,” said one interviewee.  

This worker and others said that manager intransigence stems from a lack of trust and an office culture that still hasn’t adjusted to the new work options. “When a manager doesn’t see you, they think you’re not working,” she said.  The Intelligence Specialist concurred. “The President set up the policy but when it gets down to the local level, telecommuting is frowned upon.”  And, he added, “I got the message that it’s not the thing to do. It’s new and it’ll take time for people to adopt a new psychology.”  Some colleagues as well as managers tend to consider telecommuting as synonymous with “goofing-off”, most interviewees agreed. They suggested that managers and workers undergo more training and tour the telecenters to better implement the program.  “When someone wanted to set up a meeting for one of my telecommuting days they’d say, ‘Oh right, you won’t be at work on Wednesday,” recalled this intelligence specialist who deals with sensitive information. He found the telecenter well suited for his job with its secure telephone line, lockers, kitchen and quiet pleasant ambiance.  It saved me 3 hours a day of travel time and during lunch I could do errands which freed-up time on the weekends for friends and family,” he said. “It helped my quality of life and alleviated stress.”

As a telecommuter, he would prefer working at a telecenter to his own home. But the workers interviewed were split on this. Some people prefer the centers because they’re quiet but less isolating, better equipped, roomier, free from children’s mischief and they need the change of venue to concentrate on work.  “I prefer to separate work from home and interact with some peers,” said the FDA ethicist. “The telecenter has everything I need.”  But one interviewee found the tech support inadequate and center management unreliable inhibiting 24/7 access. She, therefore, now works at home twice a week. “Nothing could be better than starting work in my pajamas, coffee in hand, at the dining room table,” she said.

Instances in which the centers most often fall short revolve around technology and management. Sometimes computers aren’t equipped with software that is cutting edge, ensures the security of information or is appropriate for the task at hand. Also, technical support is not always available.  Management problems include centers that aren’t open and accessible when they should be. Meanwhile, bringing a private company into the Herndon Center fomented irritation among federal workers. According to one federal government telecommuter interviewed, “They took over the center, were rude and treated us like slackers. It changed the whole dynamic.”  This person added that lingering resentment, resistance and the lack of a fully supportive office culture tends to disadvantage telecommuters. In effect, they find themselves on a “telecommuting track,” blocked from professional promotions.  “You must accept, if you telecommute, you can’t advance,” she said. “It effects how you’re judged.” An Assistant Director of Procurement for the US Mint, decided on her own to stop telecommuting once she was promoted from a deputy assistant. “I felt as a supervisor, I needed to be in the office,” she said.

But agency cultures differ. One interviewee was promoted after she started telecommuting. Upon arriving at the telecenter, she said, “I make my presence known to my team leader.” Meanwhile, a statistician for the USDA  said the manager who supervises him and 5 colleagues encourages telecommuting as a way to boost productivity. “He likes it because I can get two 8 hour days of work done in one day,” he said. “It doubles my output.” “Real estate is so expensive, I have to live far out and with my salary, the main commuting option is the vanpool,” added the statistician who lives in Stafford and uses the telecenter there. “Managers who make more money have more options, so, they don’t all understand how important this is to us.” 

User Supervisors and Work/Life Managers.  

Most agencies treat telecommuting as a privilege reserved for workers with proven track records of productivity, reliability and long term service. In some agencies, these criteria limit the candidate pool to less than 1 percent of that agency’s DC-based staff.  

Nationwide according to a 1998 OPM estimate, meanwhile, less than 2 percent of federal workers – about 25,000 people – telecommute regularly, which is defined as working away from an agency’s main office. The higher national percentage reflects the nature of certain jobs that require travel and the remoteness of some regions where a federal office may not be available. In any event, the number of federal telecommuters’ pales in comparison to those in the private sector, estimated to range from 9 million to 16 million, between 6 and 11 percent of the nation’s workforce.   

While federal managers’ attitudes toward telecommuting differ, the overall supervisory culture resists remote work arrangements. Managers fear that they will lose control over workers. That, they assume, would result in declining productivity, less access to the worker’s files and loss of people power during emergencies.

Such management hesitations explain, in part, why some agencies have waiting lists of telecommuter center applicants. But, there are more reasons why federal workers must cue up for a telecenter spot. Their unit may be short staffed; an agency’s main office may have limited online capacity which constricts remote access traffic; telecenters may not have appropriate IT packages, secure telephone lines or encryption software to ensure the security of information. When taken as a whole, these factors contribute to low utilization rates at some centers, said the work/life manager of one department that has only a handful of telecommuters using the GSA centers. 

“There might be greater use of telecenters if telecommuting was more universally available to our employees,” he said.  “Also, we get proprietary information from industry and some of our people had to stop using the telecenters because GSA couldn’t guarantee the security of information.”  Some managers, particularly those who walk to work and/or those who haven’t visited a telecenter, aren’t fully aware of how the centers operate, the full compliment of features they offer and the benefits that accrue to workers.

As the new economy reshapes corporate cultures in the private sector, meanwhile, many managers in the public sector have not yet been trained to absorb the new priorities. As a result, they don’t give telework as prominent a place in the shifting constellation of options offered to federal workers.  Perhaps even more important, unlike private sector managers of new and old economy organizations, many public sector managers haven’t participated in systematic telework launch plans that include, among other things, best practices for managing remote workers. 

To the contrary, managers face disincentives that discourage experiments with telework. First and foremost, rising telecenter fees will lead many to withdraw their support. They anticipate penalties if they overspend their budget and report little encouragement from their own supervisors to enrich telework options.

Indeed, the work/life coordinator of another department with about a half dozen telecenter users said, “We don’t have strong commitment from our managers and that’ll be reinforced since the congressional appropriation ran out on October 1st.” She added, “If managers did support telework, I’d estimate that about 25 percent of our 25,000 person workforce - maybe 6000 or 7000 - would very much like to telecommute.”

That ratio would, in fact, be closer to telecommuting rates among some leading private companies. At the AT&T Corp., for instance, 24 percent of its 75,000 managers worldwide work from home at least one day a week- up from 8 percent in 1993, according to a 1999 article in “The Christian Science Monitor.” It added, “Those who work from home tend to put in at least an hour more a day than those in the office, says company spokesman Burke Stinson.”  But in the real world of the federal labor force, a responsible manager must have a reasoned rejoinder to a simple question. Why should I pay for two offices for one employee?  “As a manager, what do I get out of it?” asked the personnel director of a department with a large contingent of telecenter users.   The answer: “We’re still downsizing and when I’m done and only staffed one deep, if I offer telecommuting and child care, I’ll be the employer of choice,” said this personnel director.

At another department that uses the telecenters only modestly, one manager supervises a center user who has been a federal employee since 1971 and 14 other full and part time workers who write policy and provide guidance to professional level staffers.  This manager who has a 15-minute commute to her office in the District, considers telecommuting a privilege that she grants when requested by a staff member “who is reliable, a self-starter.”  “When [this worker] approached me, I agreed on condition that she be available if we need her,” said this manager whose assessment of the experiment was less than enthusiastic. “It hasn’t had a dramatic negative impact yet,” she judged. “It’s only one day a week. If it were more days, we’d have a problem. We have a lot of meetings and there isn’t a video conferencing set-up out there.  The big risk is if a problem arises and the person isn’t available and we don’t have the file. As a manager, it’s nice if I have a question to just walk across the hall and get an immediate response.”  But, she noted that another alternative work option, which gives some employees every other Friday off, might indeed have a negative impact. “If a question arises that person isn’t available at all; whereas, with a telecenter, they’re always available.”  “The only negative impact is that the center’s IT system is slow so there’s a delay in sending and receiving information,” the manager added. 

But at another federal section, telework is clearly discouraged among its staff of mostly mid-level professionals for several reasons.  “In this agency, a limited staff deals with sensitive information,” said staff.  “The culture makes employees think it isn’t feasible, so they don’t request it.”  This manager conceded that, “There could be some accommodation of our culture if the telecenter enabled us to deal with very sensitive information.” Acknowledging her scant familiarity with telework management techniques she added, “I don’t know how to resolve the problem of having control over an employee if they’re not on-site.”  “I really don’t know if there’d be a lack of productivity, lack of communication with coworkers,” said this manager who lives within walking distance of her office. “Sometimes things here require an immediate response.”

But some of her reservations could be addressed by the type of “launch and learn” plans that private organizations use to aid the transition from traditional offices to telework. Federal managers and workers may even qualify for the free seminars being offered in the District by the Metropolitan Washington Council of Government, according to a May, 14, 2000 article in “The Washington Post.”  It said, “Managing employees in several locations will require changes in the way the typical office operates … [including] top-level support, written policies and training for both managers and teleworkers. [Free] workshops already are being held around the region.”

Many agency managers haven’t been presented with a buy-in strategy for telework. As a result, said the work/life coordinator of another department, “Managers are reluctant to let people telecommute unless they get orders from above or have an excellent employee who can go elsewhere.” 

Few managers actually offer their staff teleworking as an option.  Usually, workers request it. “Once managers realize they don’t have to know where their employee is every minute, they’re more supportive,” she added. “They see that sometimes workers can even be more available because they’re not off at meetings.”

The supervisor of one federal section who manages 11 people, 4 of whom are new employees, allows 4 to telecommute and expects 2 of the new workers will do the same once they complete their initial probationary period. He said, “Telecommuting is good all the way around for the workers and the section. At the telecenters, there tend to be less interruptions; they’re probably 10 to 15 percent more productive and they’re flexible enough to come into the office when they’re needed.”  “It’s a good recruitment and retention tool,” he observed. “Other workers in the department see our section as more progressive and if I talk to them about a job with us, usually one of the first questions they ask is about telework privileges.”  Furthermore, he cautioned, if telecenter access was eliminated, “People would be very disgruntled; it would hurt morale and that would certainly cut productivity.”

Another department personnel chief suggested training managers “to manage for results rather than effort, which is probably a healthy way to do business.” Also, they should write a set of telecommuting rules and require work summaries for the first 6 months until they trust a worker’s productivity. On the other hand, employees should be flexible enough to report to the office when they’re needed.  His department may not have the same reasons to support telecommuting as private sector companies do. “I don’t have a lot of road warriors, I don’t own offices to save money on,” he acknowledged. “ I can’t afford to compete for the best and the brightest and I may not lose people because of long commutes.”  “But I’ll continue to fund telecenters because it’s the right thing to do.” He added, “People wake up at o’dark hundred in the morning; the traffic is murder and these centers help people; they’re stress relievers.” 

Appendix

Persons Interviewed during the months of August, September, and October 2000

· All Directors of Telecenters

· 10 users chosen from statistically valid random sample who prefer to remain anonymous

· 10 work/life managers and supervisors chosen from a statistically valid random sample who prefer to remain anonymous

· GSA NCR 

· GSA Region 

· GSA Central Headquarters

Private Sector Individuals and Organizations including:

· Spaulding & Slye Colliers, Inc.

· CB Commercial Tordo Wheaton Research

· M. Arthur Gensler, Jr. & Associates, Inc.

· Gensler

· ADD Inc.

· Sasaki Associates, Inc.

· Peter Sucarini

· Cap Gemini Ernst & Young

· Aurthur Andersen

· Andersen Consulting

· The Cambridge Incubator Space

· Cambridge, Massachusetts

· AKIBIA

· G Technology

· Fox Relocation







� House Report 106-231, p.51 & 52


� $6,842 is the result of dividing total operating costs ($2.477 million) by the number of users in the fourth quarter of FY2000 (362).


� In accordance with PL 105-277, Section 411.


� These price quotes came from Regus, an executive office suites business with facilities in Tysons Corner and Reston.  


� A telecenter is defined as a remote office arrangement shared by multiple workers in the same geographical area but distant from the central office location.  The telecenter may be remote and shared by multiple agencies and other public and private partners or a “satellite” office of a single agency.





� In 1992, the Committee on Appropriations of the House submitted House Report No. 102-618 (the Report) in explanation of H.R. 5488.  With regard to 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, D.C. 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.”


� A site selection procedure was beyond the scope or work given to AEW.


� Ernst and Young, “Federal Interagency Telecommuting Center Pilot Project, An Analysis and Review of the Telecommuting Centers in Greater Metropolitan Washington, D.C.”, 1998, Section 3.3.2, page 5


� op cit, Section 1.1.1, page 3


� “Conditions for Successful Telecomuting Arrangements”, Section II: General Guidance from the Office of Personnel Management (OPM), comments from the cover memo and general telecommuting guidance which OPM developed and sent to Federal personnel directors in October 1993.


� One company—Network Access Solutions (NAS)-- is using 18.4 workstations at the GMU managed telecenter at Sterling.  The space initially served as overflow space from their main operations, which were also located in the same building.  The agreement between NAS and GMU states that NAS will vacate up to 12 workstations if needed by federal workers.  NAS uses its own computer and telephone equipment. 


� In accordance to PL 105-277, Section 411.


� In accordance to a 6/1/99 PH memorandum to ARAs in NCR and Region 3, based on the “New Pricing Bulletin, No. 99-08, dated 02/08/00


� “New Pricing Bulletin, No. 99-08, dated 02/08/00


� www.telecommutesomd.org/benefits..htm
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