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the n a t i o n a l l y  r e c o g n i z e d  b e n e f i t s  of c om pe t i t i o n  and 

u n i v e r s a l  b a sic  t e l e p h o n e  serv ic e at a ff or d a b l e  rates.

The F CC is d e v e l o p i n g  p ro ce d u r e s  that will be us ed to 

implement n a t i o n a l  c o m m u n i c a t i o n  po licy for the next decade. 

Be c au se  the C o m m i s s i o n  is un de r c o n s i d e r a b l e  p r e s s u r e  to 

pr o vi de  a w o r k a b l e  m e c h a n i s m  for the m a j o r  c a r r i e r s  and 

e x c ha ng e c o m p a n i e s  which, in econ om ic texms, r e p r e se nt  the 

vast m a j o r i t y  of t he industry, there is a d ang er  that it 

will neg le ct the impact of its action in e x t r e m e  e c o n o m i c  

si tu ta t i o n s  typ ica l of those in Alaska.

A l t h o u g h  a h i g h e r -p r o p o r t i o n  of A l a s k a ' s  r e s i d e n t s  are
i ‘ j ’

on the far e n d  of the coritinuum from rural to urban tele-
' '*• ’ I -

.
c o m m u n i c a t i o n  services, A l a s k a  is not t o t a l l y  u n i q u e  and 

n a t io na l c o m m u n i c a t i o n  p o l i c y  s h o u l d  not d i s c r i m i n a t e  against 

it and ot he r h i g h l y  r u r a l  environments. A l a s k a  is one of 

the 50 U n i t e d  S ta te s and as such is e n t i t l e d  to equal 

treatment. Alaskans, as all o t h e r  r e s i d e n t s  of this country, 

mus t be able to p r o c u r e  ad equ at e t e l e c o m m u n i c a t i o n  s e r v i c e s  

at a ff ord a b l e  r a t e s  w h i l e  at the same time e n j o y i n g  the 

b e n e f i t s  of n e w  an d a l t e r n a t i v e  services, t e c h n o l o g i c a l  

in no va ti on  a nd i n c r e a s e d  e f f i c i e n c y  that a c o m p e t i t i v e  

t e l e c o m m u n i c a t i o n  i n d u str y provides.



U n f o r t u n a t e l y ,  b e c a u s e  of the urgent need for a revised 

s t r u c t u r e  s a t i s f y i n g  the m a j o r  portion of the t el ec o m m u n i c a t i o n  

i n d u s t r y  and b e c a u s e  of st at ut ory  p r o v i s i o n s  of the exist in g 

C o m m u n i c a t i o n s  Act which, are not fully a p p ro pr iat e to the 

e x i s t i n g  e n v i ro nm en t,  A l a s k a  and other aty pi ca l areas are 

not l i k e l y  to r e c e i v e  e q u i t a b l e  tr ea tment w i t ho ut  sp ec if ic 

legislation.

S p e c i f i c a l l y ,  w i t h o u t  at least limited l egi sl a t i o n  it 

is l i k e l y  that:

1. T h e r e  wil l be no subs id y for high cost int er e x c h a n g e  

service.

So me  m e c h a n i s m  to d e f r a y  the high cost of int er e x c h a n g e  

s e r v i c e  is n e c e s s a r y  for the d e v el op men t of u n i v er sa l 

b a s i c  s e r v i c e  t h r o u g h o u t  Alaska. In D o c k e t  78-72, the 

F C C  is moving: r a p i d l y  to adopt an access c h ar ge  m e c h a n i s m  

w h i c h  w i l l  r e p l a c e  s e p a r a t i o n s  and settlements. W hile 

it has i n d i c a t e d  that the issue of hi gh cost e x c ha ng e 

se rvice, w i l l  be addressed, nowhere has it bee n said 

t h a t  a ny h i g h  cost f a c t or s w o u l d  be a p p l i c a b l e  to 

i n t e r e x c h a n g e  services. Without an i n t e r e x c h a n g e  s u b­

sid y  me cha n i s m ,  high cost routes in rural A l a s k a  may 

c o n t i n u e  to s u f f e r  fro m high rates or a r e d u c t i o n  of 

service. O n l y  the Senat e has r e c o g n i z e d  the r e q u ir e-  

- m e n t  for s u p p o r t  to high cost i n t e r e x c h a n g e  routes. In

S. 898 t h i s  is a c h i e v e d  b y  in cl u d i n g  i n t e r e x c h a n g e  as a
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part of the d e f i n i t i o n  of b a s i c  t e l e pho ne  s e r v i c e  thus 

m a k i n g  s u b s i d y  a v a i l a b l e  to hold down both ex ange and 

i n t e r e x c h a n g e  rates. W i t h o u t  such d i r e ct io n it is

u n l i k e l y  that the F C C  w i l l  adopt the r e q u i r e d  m e c h a n i s m  

to sup po rt  hi gh  cost rural i n t e r e x c h a n g e  routes.

2. E x p a n s i o n  of e x c h a n g e  s ervic e c ould be c u r t a i l e d  

due to the a b s en ce  of a s p e c i f i c  cap, such as p r o v i d e d  

by the 110 p e rc en t rule, on local e x c h a n g e  rates.

While the F C C  says it wil l a d dr es s the needs of high 

cost e x c h a n g e s  t h r o u g h  a high cost f a c t o r , th ere  is no 

gu ar a n t e e  that they w i l l  adopt any such sup po rt  mechanism, 

or that it w o u l d  be a d e q u a t e  to p r o m o t e  and m a i n t a i n  

un i v e r s a l  local e x c h a n g e  service. T h i s  is e s p e c i a l l y  

true in v i e w  of its s t a t e d  b e l ie f that u n i v e r s a l  servi ce 

"almost a l r e a d y  e x i sts ."  Past e x p e r i e n c e  w i t h  the FCC 

wi t h - t h e  Ala^'ka-Hawaii joint b o a r d  i n d i cat es  that the

FCC q u e s t i o n s  its own a u t h o r i t y  to p r o v i d e  a s u bs id y
• i

even wh'er c l e a r l y  needed. W i t h o u t  a subsidy, A l a s k a  

ex c h an ge  ites c ou ld  cl im b and f u r t h e r  e x p a n s i o n  of the 

s y s t e m  m i gh t be threatened.

3. Full i n t r o d u c t i o n  of n e w  t e l e c o m m u n i c a t i o n  s e r v i c e s  

in A l a s k a  c ou ld  be d e l a t ed.

Wi t h o u t  C o n g r e s s i o n a l  d i r e c t o n  to the contrary, the FCC 

w o u l d  p r o b a b l y  c o n t i n u e  its p r a c t i c e  of d e l a y i n g
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'application of its p r o c o m p e t i t i v e  entry r u l in gs to Alaska.

O n l y  w h e n  there has been firm o p p o s i t i o n  from a c om pe t i t i v e  

app li ca nt  to A l a s c o m ' s  c ase -b y - c a s e  o b j e c t i o n s  has the 

C o m m i s s i o n  a c t e d  to a llo w entry. U s u a l l y  it has d e f e r r e d  

d e c i s i o n s  r e g a r d i n g  p o lic y for Alaska. The most re cent case 

involves r e s a l e  of M T S / W A T S  se rvices w h e r e  the F C C  d e r e g u l a t e d  

r e s e l l e r s  t hro ug h o u t  the United Stat es  and its o f f s h o r e  

p oints w i t h  the specif it', e x c e p t i o n  of Alaska. The C o m m i s s i o n ' s  

i n d e c i s i o n  on A l a s k a  entry issues p r o v i d e s  g r o u n d s  for e x i s t i n g  

ca r r ie rs  to appea l its d e c i s io ns  whe n the y clo a l l o w  n e w  t e c h­

nology and  s e r v i c e s  in Alaska. An e x a m p l e  is the D i g i t a l  

T e r m i n a t i o n  S e r v i c e  (DTS). DTS is a n e w  m i c r o w a v e  r a d i o  

service that a l lo ws  more eff ic ien t and i n e x p e n s i v e  d e l i v e r y  

of data  c o m m u n i c a t i o n s  in local markets. B u s i n e s s e s  in 

A n c h o r a g e  w o u l d  ben ef it s u b s t a n t i a l l y  fro m this service.

The F CC has d e c r e e d  that DTS be a v a i l a b l e  t h r o u g h o u t  the 

n at io n o n  an o p e n  e ntr y basis. C i t i n g  the indeterminent. 

na ture of the C o m m i s s i o n ' s  p osition on A l a s k a n  entry, A l a s c o m

I
has sought j u d i c i a l  r e v i e w  of the F C C ' s ; D T S  o r d e r  b e c a u s e  it 

doe s not e x c l u d e  Alaska. A l a s c o m  has also fi le d a p e t i t i o n  

to deny G C I ' s  D T S  a p p l i c a t i o n s  on s i m i l 0-*- grounds. A b s e n c e  of 

a cl ea r p o l i c y  in favor of open en tr y in A l a s k a  a l l o w s  such 

act io ns  w h i c h  f u r th er  delay the i n t r o d u c t i o n  of n e e d e d  

s e r v i c e s  and i n c re as e costs due to the e x p e n s e  of



r e g u l a t o r y  delay. A l a sk an s are the u l t i m a t e  losers 

because they are denie d the benef it s of s t a t e - o f - t h e -  

art t e c h n o l o g y  that is a v a i la ble  to all o t h e r  ci tiz en s 

of this nation.

4. T he e x i s t i n g  d is pa ri ty  b e t w e e n  i n t r a s t a t e  and 

i nt er st at e rates will continue.

S e p a r a t e  F e d e r a l  and State r e g u l a t i o n  of i nt er s t a t e  and 

i nt ra s t a t e  i n t e r e x c h a n g e  rates has led to ar ti fi c i a l  

price d i f f e r e n c e s  which the FCC is p o w e r l e s s  to resolve. 

The m a g n i t u d e  of this d i s p a r i t y  in A l a s k a  is extreme.

A call fr om  A n c h o r a g e  to J u n e a u  c osts s u b s t a n t i a l l y  

m o r e  than  one from A n c h o r a g e  to N e w  York. W i th out

c o r r e c t i v e  legislation, such d i s p a r i t i e s  w il l continue.|
S u b si dy  m e c h a n i s m s  adop te d by the F CC wil l apply only 

to the in te rs t a t e  p or ti o n s  of e x c h a n g e  a nd i n t e r e x­

change s e r vic e and, therefore, w i l l  o n l y  p a r t i a l l y  

s u b s i d i z e  b asi c t el ephone service.

* • 
ft. The e x i s t i n g  le gi sl a t i v e  m a n d a t e  for u n i v e r s a l

serv ic e w i l l  cont in ue  to be i g n or ed a n d A l a s k a  a n d  other

rural a nd r e m o t e  areas will c o n t i n u e  to hav e s e c o n d

cl as s s t a t u s  in the na ti on al  t e l e c o m m u n i c a t i o n  system.

The  FCC a p p a r e n t l y  b e l i e v e s  that it c an no t a p p l y  a

u n i v e r s a l  s e rv ic e d i r e c t i v e  u n l es s it is a c c o m p a n i e d

by an e x p l i c i t  m e c h a n i s m  for i m p l e me nt at ion . An



example can be fou nd  in the C o m m i s s i o n ' s  failure to 

require that s a t e l l i t e s  p la ce d in the pr ime  o r b i t a l  arc

provi de  c o v e r a g e  of Alaska, which d e n i e s  the state 

an adeq ua te  s u p p l y  and range of s a t e l l i t e  services.

Al as ka 's  ne ed s c o u l d  be ade qu a t e l y  s a t i s f i e d  by c o n c i s e  

legis la tio n that would:

1. G u a r a n t e e  u n i v e r s a l  basic t e l e p h o n e  s e r vi ce  at 

rates not in e x c e s s  of 110 perce nt  of the n a t i o n a l  

avera ge  rates for suc h service.

The C o n g r e s s  must p r o v i d e  the FCC wi th  e xplicit 

au th or it y and d i r e c t i o n  to implement a s u b s i d y  m e c h a n i s m  

w h i c h  sup po rts  u n i v e r s a l l y  a v a i la bl e b a s i c  service. As

in S. 898, the d e f i n i t i o n  of ba si c s e r v ic e s h o u l d  

include i n t e r e x c h a n g e  services. In o r d e r  to a s s u r e  

that r ates for b a s i c  s e r vic e are r ea sonable, a limit 

of 110 per ce nt of the nati on al  a v e rag e s h o u l d  be 

extablished.

2. P r o v i d e  a c o m p e t i t i v e l y  n e u t r a l  s y s t e m  of a cce ss  

charges, s u i x h a r g e s  and s e rvi ce  p a y m e n ts that e f f e c t i v e l y  

implement u n i v e r s a l  b a si c s e r v i c e .

The Comm..ssion s h o u l d  be i n s t r u c t e d  to d e v e l o p  a s y s t e m  

of su rc ha r g e s  on a c ce ss  c h a r g e s  to fund a n a t i o n a l  pool 

fr om  w h i c h  c o m p e t i t i v e l y  neutr al  s u b s i d y  p a y m e n t s  w o u l d  

be m a d e  to all c a r r i e r s  s e r v i n g  hig h co st  areas. It is 

important that the r e q u i r e d  s u b si dy  be c o m p e t i t i v e l y
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neut ra l in o r d e r  to p r o m o t e  rather than impede d e v e l o p m e n t  

of a l t e r n a t i v e  services. A p p e n d i x  I to this t e s t i m o n y  

p r o v i d e s  a furt he r d i s c u s s i o n  of the c r i ter ia  r e q u i r e d  

for a c o m p e t i t i v e l y  n e u t r a l  subsidy.

3. E x t e n d  F C C  j u r i s d i c t i o n  to all i n t e r e x c h a n g e  

se r v i c e  so that the a cce ss  and s u r c h a r g e  m e c h a n i s m  

d e s i g n e d  to f o st er u n i v e r s a l  serv ice  is not l i m i t e d  

to in te rs t a t e  i n t e r e x c h a n g e  s e r v i c e .

L e g i s l a t i o n  s h o u l d  e l i m i n a t e  the r e g u l a t i o n  of i n t e r­

state and in tr as t a t e  s erv i c e s  by s e p a r a t e  j u r i s d i c t i o n s  

by a s s i g n i n g  r e g u l a t i o n  of int er e x c h a n g e  s e r v i c e s  to the 

FCC, l e a v i n g  local e x c h a n g e  regula.tion to the i n d i v i d u a l  

states. T h i s  w i l l  e l i m i n a t e  d i s p a r i t i e s  b e t w e e n  state 

and in te rs t a t e  rates and e x te nd  the b e n e f i t s  of c o m p e t i­

tive s o u r c e s  of s u p p l y  to users w i t h i n  s ta te  bou ndaries.

It, f u r t h e r  a l l o w s  f e d e r a l l y  a d m i n i s t e r e d  s u b s i d i e s  

. to be a p p l i e d  to state and inter st at e i n t e r e x c h a n g e
I
i

se r v ic es  in o r d e r  to e n su re  an a f f o r d a b l e  full r an ge  

of b a s i c  t e l e p h o n e  service.

4. Put A l a s k a  on a full and equal f o o ti ng  w i t h  the 

ot he r 49 s tat es  by p r o v i d i n g  for full a nd ope n c o m p e t i t i v e  

e n t r y  in Alaska.

The C o n g r e s s  mu^ t mak e clear that its p o l i c y  or free 

and open c o m p e t i t i o n  in the t e l e c o m m u n i c a t i o n  i n d u s t r y



ap p li es  e q u a l l y  to all of the states. T hi s clear 

s t a t e m e n t  is n e e d e d  to prev en t the c on ti n u e d  erection 

of a r t i f i c i a l  b a r r i e r s  to c om pet i t i v e  e ntry and i n t r o­

duct i o n  of n e w  s e r v i c e s  in Alaska. C u r r e n t l y  these 

b a r r i e r s  cause p o t e n t i a l  ent ra nts  to w as te  s ubs ta nt ia l 

r e s o u r c e s  w h i c h  c o u l d  be mo re  p r o d u c t i v e l y  us ed  to 

de l i v e r  n e w  and i m p r o v e d  services. T h e y  also d e la y the 

i m p l e m e n t a t i o n  of n ew technology.

5. R e q u i r e  d o m e s t i c  s a t e l l i t e  sys te ms  t ~ fully serve 

A l a s k a .

C o n g r e s s  s h ou ld  di rect the F C C  to r e qu ir e d o m e s t i c  

s a t e l l i t e  o w ner s who p l a c e  s a t e l l i t e s  in the p ri me  orbit 

arc to p r o v i d e  c o v e r a g e  of A l a s k a  c o m p a r a b l e  to that 

a f f o r d e d  the ot he r states.

6. P r o v i d e  a u t h o r i t y  for FCC  to d e r e g u l a t e  c o m p e t i t i v e  

c a r r i e r s  that lack the a b il it y to c o n t ro l p r i ce s in
I J

their, m a r k e t s . ,

The F C C  s h o u l d  be g.iven e x p l ic it  au tho ri ty  to d e r e g u l a t e  

w h e n  m a r k e t  c o n d i t i o n s  permit. Such a u t h o r i t y  sh ould 

i n clu de  a m a r k e t  p o w e r  s t a n d a r d  w h i c h  allows; the C o m m i s s i o n  

to d e r e g u l a t e  o n l y  t h o s e  c a r r i e r s  w h o  lack the a b i l i t y  to 

s u b s t a n t i a l l y  c o n t r o l  prices. Such a p r o c e d u r e  wil l 

f o s t e r  rea l c o m p e t i t i o n  w h i l e  p r e s e r v i n g  r e g u l a t i o n
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on ly  w her e n ec ess ar y to prevent m a rke t p o w e r  a b u s e s  or

to m a i n t a i n  or e x te nd  service.

The n e e d e d  l e gi sla ti on  s h o u l d  be c o n f i n e d  to b r o a d  

p r i n c i p l e s  in order to guide and f or mulate p o l i c y  w h i l e  

l e a v i n g  it to the C o m m i s s i o n  to work out the dettils.

A l m o s t  all of the above points were a d e q u a t e l y  a n d  

a p p r o p r i a t e l y  a d d r es se d in 3. 898, as follows:

S e c t i o n 103 d e f i n e s  basic tele ph on e s e r v i c e  to i n c l u d e  

b o t h  exch an ge and inte re xc ha ng e services.

S e cti on  202(,e) m a n d a t e s  that basic t e l e p h o n e  s e r v i c e  

be a v a i l abl e at re as on ab le rates. Th is  s e c t i o n  also 

s p e c i f i e s  the use of surch ar ge s on a c ce ss  c h a r g e s  in 

o r d e r  to achiev e that objective.

S e c t i o n  222(.i) e s t a b l i s h e s  that the s u r c h a r g e s  s h a l l  be 

a p p l i e d  to p r e ve nt  rates from e x c e e d i n g  110 p e r c e n t  of 

the n a t i on al avera ge  for three c l a s s e s  of c a r r i e r s  

i n c l u d i n g  those p r o v i d i n g  basic t e l e p h o n e  s e r v i c e  

to, from, or w i t h i n  the State of Alaska.

S e c t i o n  1 0 2 (.a) gives the C o m m i s s i o n  j u r i s d i c t i o n  o v e r  

all i n t e r e x c h a n g e  t el ecommunications. T h i s  w i l l  a s s u r e
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r e a s o n a b l e  ra te s for intra st at e as well as i nt ers ta te  

toll service, thus f a c i l i t a t i n g  the u n i v e r s a l  s e r vi ce 

m a n d a t e .

Se c ti on  214Ce)(3).CA) states that "any r e g u l a t e d  or 

u n r e g u l a t e d  carr ie r shall have the right to p r o v i d e  

i n t e r e x c h a n g e  service or facilities in A l a s k a . "  It is 

further s t at ed that i m p l e m e n t a t i o n  of the l eg is l a t i o n  

shall not result in u n r e a s o n a b l e  c h ar ge s for n o n b a s i c  

i n t e r e x c h a n g e  ser vi ce s in A la ska  wh en  r e a s o n a b l y  

r e q u i r e d  in the p ublic interest. T h i s  s e c t i o n  in its 

e n t i r e t y  s u p p o r t s  c om pe ti tio n and w i l l  h as te n the 

i n t r o d u c t i o n  of new t e l e c o m m u n i c a t i o n  s e r v i c e s  in 

Alaska. '

Secti on  2 0 2 (a) gives ex pl ic it a u t h o r i t y  for the C o m m i s s i o n  

to d e r e g u l a t e  t e l e c o m m u n i c a t i o n  services.

S e c t i o n  332 m a n d a t e s  that all s a t e l l i t e s  in the w e s t e r n  

U n i t e d  S tates orbit arc, b e t w e e n  119 and 135 degrees, 

shall p r o v i d e  e s s e n t i a l l y  the same s e r v i c e s  to all 50 

states. T h i s  g u a r a n t e e s  that an ade qu at e n u m b e r  cf 

s a t e l l i t e  t r a n s p o n d e r s  will be a v a i l ab le  for Alaska.

The  p r o c o m p e t i t i v e  nature of S. 898 is e l a b o r a t e d  upon 

in the re port (Mo. 97-170) on S. 898 by this Co mm i t t e e .  A 

c o l l o q u y  i n v o lvi ng  S e n a t o r s  P a c k w o o d  and S t e v e n s  d u r i n g  the
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1:. oor d eb at e further e m p h a s i z e s  the intent of the Senate in 

this regard. T h e s e  se nt im en ts  need to be sim ila rl y emphas iz ed  

in new legislation.

Thus, in g e ner al  the con ce pts  e s t a b l i s h e d  in S. 898 and 

d i s c u s s e d  above are well suited for the a ss ur a n c e  of c on tin ue d 

and p r o g r e s s i v e  dev el o p m e n t  of t e l e c o m m u n i c a t i o n s  in the 

State of A l a s k a  and limited legislation b a s e d  upon t hese 

p r i n c i p l e s  w o u l d  meet A l a s k a ' s  needs.



APPENDIX I

The Effect of Subsidies on Alaskan 

Interexchange Telecommunication Services

Alaskan telecommunications pose a number of special problems due to the 

higher cost of both exchange and interexchange services in Alaska. While 

part of this Alaska cost differential is attributable to the provision of 

service to small, remote population centers in rural Alaska, the major portion 

of the difference'is a result of the generally higher costs of doing business 

in Alaska; this includes substantially higher salaries which must be paid 

to attract Alaskan workers, higher transportation costs to and from the state 

because of its distance and isolation from the 48 contiguous states, and 

the greater average length of haul for telecommunication traffic to, from 

and within Alaska. These latcer costs, of course, affect all Alaska 

telecommunication facilities and are the reason why the costs for both urban 

and rural telecommunications in Alaska exceed the average costs for comparable 

services in the rest of the United States.

In spite of substantial support from the system of interstate separations 

and settlements, current rates for telecommunication services to and from 

Alaska exceed 120 percent of the rates for equivalent service elsewhere in 

the United States. Intrastate rates which receive no support from the 

settlements pool are close to 80 percent greater than the interstate rates.

While an equitable subsiiy mechanism whi-.i guarantees the continued existence 

of affordable interexchange telecommunication services throughout Alaska 

is both necessary and desirable, it is likely that, over time, competition, 

through the introduction of more efficient systems and innovative technologies, 

will do more to reduce the price disparities faced by Alaska rate payers.

There is concern over certain proposals that have previously been advanced 

for subsidizing Alaska interexchange services because their effect could 

be to eliminate competition and create a permanent monopoly for the existing 

carrier. While implementation of any of these proposals would provide rate



relief to Alaska consumers it would also deprive them of the benefits of 

innovative and alternative services and it would burden rate payers throughout 

the rest of the country with the excessive costs that inevitably arise from 

a system of rate base regulated monopoly.

Any subsidy mechanism providing payments to a single regulated interexchange 

carrier which enables that carrier, regardless of its josts, to reduce its 

prices to a level below its competitors' costs will foreclose competition 

in the subsidized markets. Unfortunately this is precisely the nature of 

some of the mechanisms that have been proposed for subsidizing interexchange 

service An Alaska.

It has already been noted that the costs for Alaska service exceed national 

average costs for comparable service. In this situation, if a single carrier 

is guaranteed a subsidy sufficient to allow it to price its services at a 

rate approximately equal to the national average, no competitive carrier 

will ever be able to survive in the market. In order for the competitive 

carrier to gain and/or maintain customers, it would have to sell its service 

at a price slightly below the national average while facing costs substantially 

in excess of the national average.

It might be possible for a competitor to survive briefly in the Alaska market 

by exploiting new technology to drive its costs below the national average. 

However, national average costs will not be static; competition with its 

attendant efficiencies and incentives for technological innovation is likely 

to drive real national average costs down. When this happens, the subsidized 

carrier would receive a larger subsidy enabling it to reduce prices and eliminate 

the marketing advantage of a more efficient competitor.

Additionally, the subsidized carrier would never have any incentive to be 

efficient or technologically innovative. Thus, although prices for the 

subsidized carrier's services would be statutorily maintained with some 

percentage of the national average, the total cost for such service would 

not be reduced to the minimum levels that could be obtained by a competitive 

market. In sum, such a mechanism would statutorily vest the subsidized
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carrier wit*', a monopoly position and guarantee its rate of return through 

a public subsidy.

Subsidy mechanisms which propose to restrict or eliminate subsidies for 

routes or services where there are adequate competitive alternatives do not 

eliminate barriers to competitive entry either. Competitive telecommunications 

has developed through alternatives that were not fully equivalent to existing 

services. Typically these alternatives are priceu lewer and are in some 

ways inferior to the primary service; for example, competitive services 

usually do not have the same geographic range and are often more difficult 

to use due to requirement for special access codes, billing numbers, etc. 

Competitive service may, over time, develop into fully comparable alternatives 

but this process can only occur through a gradual growth of the markets and 

the industry. If the inital monopoly provider of services in a market is 

subsidized to a degree that enable its more comprehensive offerings to be 

priced at or less than the cost of a competitor's alternatives, th* competitive 

market will never have the chance to grow to the point where it is capable 

of providing fully comparable alternatives.

I
Limiting application of subsidies to remote and rural areas of Alaska may

appear to be a simple solution, but it also creates inequities. First, such

a limitation could cause charges for service to and from those areas to be

less than the charges for services, to and from urban areas. Second, Alaska

rural routes, with their dependence on satellite technology and their higher

costs per unit of service, present viable opportunities for cost reduction 
/

through competitive and technological innovations; it is important that rural 

Alaska not b.» denied the benefits of competition.

Fortunately, paying a subsidy to a single regulated carrier is not the only 

option. Although any subsidy mechanism is apt to distort the workings of 

the marketplace tc some degree, there are alternatives available which will 

foster, rather than hinder, interexchange competition. Such subsidies may 

be referred to as "competitively neutral" because they don't create an unfair 

advantage for any competitor. A competitively neutral subsidy must preserve 

the competitive advantages of the marketplace participants by providing pro-



porcional benefits to all competitors. Under such a scheme, if any carrier 

on a given route receives a subsidy enabling it to reduce its rates by a 

certain amount in order to bring them in line with a nacional st tndard, then 

all carriers serving the same route should receive subsidy payments enabling 

them to reduce their rates by the same amount even if such a reduction would 

leave a carrier's price below the national average for comparable service. 

Subsidies to all carriers designed to normalize the rates of each to the 

national stai.lard will not work because they serve to eliminate pre-existing 

competitive advantages.

Additionally, neutral subsidy mechanisms must be administered in a manner 

which allows non-regulated carriers to participate without assuming the 

burdens of regulation; otherwise, the cost to these carriers of participating 

in the subsidy program may exceed the benefits of the subsidy.

The most efficient and least distortive interexchange subsidy mechanism would 

be one administered through the exchange carriers by proportional reductions 

in the access charges faced by all carriers interconnecting with a particular 

exchange. Under such a system an eligible exchange common carrier which 

certified that charges for interexchange service to and from its remote 

or rural exchange exceeded the national standard would receive a payment 

from a pool fed by surcharges on access charges. This payment would equal 

the amount by which the total annual charge for interexchange service to 

and from its exchange exceeded the amount that would be charged at national 

average rates. Any exchange common carrier receiving such a payment would 

be required to proportionally reduce the access charges applicable to all 

carriers serving that excharge by the full amount of the payment even if 

this were to result in negative access charges. Any carrier receiving the 

benefit of such a reduction in access charges would be required to reduce 

its rav.iS for service to and from such exchange by the amount of the rduction 

in a ccess charges.

For example, if company X, an exchange carrier in rural Alaska, certified 

that the charges for interexchange service to and from its exchange as 

provided by an interexchange currier, company I, were equal to 130 percent
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of che applicable national average cost and that the total annual volume 

of interexchange traffic to and from the exchange was $130, and the goal 

of the subsidy program was to keep rates within 110 percent of the national 

average, then X would be entitled to receive $20 from the interexchange 

subsidy pool. This $20 represents the difference between the $130 that 

would be paid by exchange users for interexchange service at the existing 

rates less the $110 that would be paid by such users if the rates were at 

the limit of 110 percent the national average. Company X would then be 

required to lower its total annual charges to interexchange carriers for 

exchange access by $20. If its total, annual access charges were only $10,

X would be required to pay $10 to the intercxchange carriers connecting with 

its exchange based on the urage sensitive component of its access charges.

Company I would, in turn, be required to reduce its rates for interexchange 

service to and from the exchange operated by X by the amount of any reduction 

in the access charges paid by it. Thus, using the case of a negative access 

charge as presumed above, if instead of paying $10 to X for exchange access,

I received $10 it would be required to reduce its total annual charges for 

service to and from X's exchange by $20; this would bring the rates for 

service to and from the X exchange down to 110 percent of the applicable 

national average rate.

If an unregulated competitive carrier, company C, were to offer interexchange 

servic to and from the exchange owned by X, C would also receive an access 

payment instead of paying an access charge. The total amount paid annually 

to C in this case would depend upon the volume of its interexchange trans­

missions to and from the X exchange. Since C would be unlikely to receive 

any business unless its rates were lower or its quality of service superior 

to that privided by I, it would not be necessary to statuton.ly require C 

to use the benefits of the reduced access charge to lower its rates. Pre­

sumably it would do so anyway in order to increase its volume of traffic 

and establish a competitive equilibrium.

It appears that the appropriate interexchange rate for a qualifying local 

exchange to use in certifying interexchange rate excesses is the rate of
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Che least expensive common carrier providing universal interexchange service 

to Che exchange. Since in the absence of adequate alternative facilities 

a common carrier's rate would be subject to tariff, the mechanism proposed 

above essen-. ally allows the subsidy payment to be based upon the interex­

change common carrier's costs of serving that exchange.

Alternati.v.ly, it would be acceptable to pay the interexchange subsidy for 

any given route directly from the access surcharge pool to the interexchange 

carriers serving the route as long as the subsidy was allocated among all 

carriers serving the route proportional t<: the volume of traffic carried 

on the route. As long as the subsidy is paid to ail carriers and does not 

remove the relationship be'. ,jeen a carrier's cost structure and its prices, 

it will be competitively neutral and thus serve both the goals of fostering 

universal service and promoting competitive efficiency.



■MEMORANDUM State of Alaska

TO' Carole Burger, Commissioner DArE: July 30, 1982 >
Dept, of Administration _

r  FILE WO:

THRU: Alex Hillg>l( Deputy Carmissionar, ___
for Teleconrnunications l h . 4 g5 _2 0 4 l

FROM: . SUBJECT: _ _
Sioux Plurmer, Director '-Doll-Free Service
Div. of TelecontTTunicationsTServices Report

Attached is the expanded "Toll-Free Service" report which you re­
quested. In preparation for the FY'84 budget, process, we have included 
d.:tailed cost breakdowns and greater considera.tion of every forseeable ̂  
requirement associated with the option which we recommend.

I will be happy to further discuss this report with you at your 
convenience. In the meantime, I hope the information as presented here 
is what you were seeking.

02*001 A( R tv .l 0/79)



TOLL-FREE INFORMATION SERVICE

INTRODUCTION . ..

In his memorandum to the cabinet dated January 8, 1982, Governor Hammond
directed that "steps be taken to study the establishment of a toll-free number' 
statewide so that the public can have their governmental questions answered, or 
receive referrals bo proper agencies for reply, by dialing one central toll-free 
number." The Governor further stated that he believed "this service could, to a 
great degree, relieve the frustration of the public attempting to obtain infom ati on .
from State government." •/ • *

• • * • •

•. Interest has been shown for seme time, by both state agencies and citizens, in a 
toll-free information service. The need for such a service is primarily based upon 
the high intra-state rates for long-distance telephone^ calls, as well as the 
inaccessibility to state government due to seme unique situations in Alaska such as 
great distances between communities, extreme weather conditions, few interconnect' 
highways, and four time zones.

Citizens often have questions .th't must be directed bo specific agencies for ̂ 
correct answers. Currently, someone unsure of where to direct a call wil l' probably" 
call the Centrex Operator in Juneau for help in determining who to call, after first 
consulting with their local directory information operator - or telephone book. In 
most cases, the Centrex Operator can direct the caller to the agency that is thought 
to provide the answer. At that time, the call can be transferred, if it is to a 
465-Centrex number, or the caller can hang up and re-dial that number another time. 
In either case, the calls are placed at the citizen's expense and are not always 
productive.

At present, the Centrex Operator is averaging between 50-60 calls per hour. 
This call volume allows the Centrex Operator to function as a  directory operator 
only. This operator is not equipped and lacks the time to offer in-depth information 
or have lengthy conversations with callers who have legitimate inquiries.



In order to describe options that vould provide a toll-free information service, 
existing similar services should be considered. At present, two similar information 
services and 10 agency-sponsored Zenith Toll-Free information numbers are being 
offered in Alaska to the general public:

1. Legislative Information Offices
These offices are operated by the Legislative Affairs Agency, Division of Public 
Services, in fourteen communities throughout the state. They are centrally 
located in each community, managed by local citizens and offer a wide range of 
information to walk-ins and callers in the form of electronic mail to and from 
the Capitol facsimixe transfer and teleconferencing. Inquirors are provided 
with about 75% legislative information, and 25% of the information given relates 
to the executive branch, if it is known. Generally, the information officers in 
these locations are quite well-informed and know where to direct people for 
correct answers to non-legislative questions. However, if a citizen needs to 
call an agency it is at his or her cwn expense. The legislative offices do not 
offer free long-distance telephone calls.

2. Governor's Offices in Anchorage', Nome, Fairbanks £ Kotzebue
The Anchorage Governor's Office offers an in-depth service to citizens, often, 
providing specific answers during the initial call precluding the need for 
another call’.’ " The Anchorage staff has compiled a detailed State government 
guide which lists programs, agencies, commissions, acronyms,: abbreviations and 
much more, to which they refer when answering queries. The other offices do not 
have staff to answer numerous telephone calls as they act mere broadly in 
representing the Governor in those rural areas. All offices refer questions or 
problems to the Governor's Office in Juneau and other agencies for reply. This 
service is extremely well-received but does not answer the need for relief frcm 
long distance charges since there are no toll-free lines into these offices.

3. Presently, six State departments operate Zenith. Toll-Free numbers to provide 
specific information.

Department of Environmental Conservation
DDC has provided a toll-free number for the reporting of oil spills since 1977. 
The infrequent calls to thif; number (2-3 per month) are primarily from the 
general ̂ public because rrost oil spills are reported by people or agencies that 
are familiar with other DEC numbers.

Department of Education
COE lists a toll-free number in its publications that relate to their 
Leam/Alaska instructional television channel. Interested viewers can call in 
for printed material that relates to the programming, offer comments or ask 
questions. This number is not intended to reach the general public; rather it 
is aimed at elementary and secondary educators. Started in January, 1982, the 
number averages 15-20 calls per month.



Community and Regional Affairs
C&RA's Division of Housing Assistance has had a toll-free number for two years 
which provides information to the general public about three C & R A . housing 
assistance programs. Although the traffic is somewhat seasonal, this number 
averages 15-20 calls per day. ^

Department of Revenue
Revenue presently has three toll-free numbers: two that provide information
about Permanent Fund Dividends and one tliat gives Child Support Enforcement 
information. One of the permanent fund numbers, activated two years ago for 
taxpayer assistance, presently receives 780 calls per day for dividend 
information. The ether number, installed in January, 1982 for Ketchikan area 
residents to call Juneau, is also used primarily for dividend information. It
has been receiving up to 500 calls per day recently. The Child Support
Enforcement number handles 300-500 calls per month. ..

Department of Labor
Labor uses two toll-free numbers as an inexpensive alternative to offering 
permanent staff in two locations. Valdez does not have a Job Service office,so 
employers and job seekers in that area can call toll-free to the. Glenallen Job
Service office. Similarly, people in Fairbanks who want labor market
information can call toll-free to the labor market economists located in 
Anchorage.

« .
Lieutenanc Governor's Office
The Division of Elections in the Lt. Governor's Office began offering toll- free 
service in their offices in Anchorage, Fairbanks, Juneau and Nome in June, 1982. 
Information about election and filing dates, candidates and issues is provided. 
Since, the service is new and not well publicized yet, no traffic data is 
available.



OPTIONS

There are three options that are most practical for providing a toll-free 
service, in terms of cost, timely installation and personnel requirements.

Option One

One solution is to expand the Governor's office staff in Anchorage and install 
toll-free (Zenith) telephone service to that facility. The present staff could not 
sufficiently handle the irrpact of a new free service, so at least one full-time 
person would have to be hired, as well as back-up personnel.

* -  . • *  -

These employees would be responsible for providing information to callers and 
keeping the information document current.. Vfork involving the collection and * 
verification of State agency numbers in Anchorage for local telephone book listings 
is presently- handled by the Anchorage Governor's Office and would become another 
responsibility of the Information personnel. . . .

It is estimated that work related to the toll free service would involve 65% of 
two employees tire. The r emining 35% could be devoted to other work in the. 
Governor's Office.

In 1981, the Anchorage office received over 35,000 calls; sc m e  times up to 200 
calls per day. This was double the 1980 .figure. Most calls ..were local; the 
remainder were primarily frcm within Southcentral Alaska, (at.caller's expense), and 
less than 2% were from out of state. Not many of the calls received Were longer than 
three minutes, and most queries related to employment, public assistance, agency 
phone .numbers, loan programs and other government-supplied services. Due to their 
up-to-date information on hand, the Anchorage staff could answer questions 
adequately, in most instances.

Ootion Two
- *■ •

Another option is to locate the new service in Juneau, within the Department of 
Administration on the 10th floor of the State Office Building, or within the 
Governor's Office in the Capitol. In either case, new staff would be required, as 
well as work and equipment space. Back-up personnel would be necessary as well. 
Unlike the Anchorage location, where training is readily available, training would 
have to be arranged or a person hired who is familiar with State agencies and the 
functions arjd operations of State government. This can be done with little 
difficulty, provided it is clear what information is to be provided, i.e., level of 
service offered and who is responsible for its accuracy.

Ootion Three

A  third option is to locate this service in Juneau in conjunction with the 
Centrex Operator position which is presently located on the 8th level of the State 
Office Building in a central, pubiicly-accessible area: This office is actually a
glass cornered booth. Presently, this space is arranged for only one person who sits 
at a central switchboard. While it appears that the operator sits there to answer 
questions for passers-by while answering the phone, tliat is actually not his or her 
function. He or she is a central switcliboard operator with access to over 1600 
telephone stations in Juneau. Callers fran all over the State who want an agency, 
name and/or telephone number, are assisted by the operator who offers only directory 
assistance, but has the ability to transfer many of the inquiring callers frcm the 
switchboard directly to the agency they seek. This operation could
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be expanded to include two operator stations, one offering toll-free information 
service amd the other handling local and certrex directory calls. To do this would 
require some remodeling of the space around the present operator statioiiy adding
appropriate acoustic treatment and accormodating two persons. It is possible also, 
that this arrangement would free the present operator from receiving so many calls as 
to allow for more adequate response to public [including tourist) inquiries at the 
window of the booth. Since there are no signs or indicators on these windows now, it 
could be advertised to note "State Government and Directory Information," or 
something similar. Tourists with other types of inquiries would still be directed to 
the local Juneau Chamber of Commerce log cabiln only a few blocks away. .

. While gathering information for this study, need for another service associated ‘ 
witn the Juneau Centrex was discovered,, It is included here in the discussion of 
Option Three as a recommended consideration in addition to a toll free service. The 
desire is to )iave at least two "lobby phones" installed outside the.booth for State 
business use. These phones could be restricted so as to only accept Centrex (465 
prefix) calls cind would provide a convenient and free way for state employees and 
other visitors to call ahead before dropping in for unscheduled visits. The placement 
of the phones by the Centrex Operator's booth would allow easy access for questions, 
numbers or other information. 1 ‘ * •

*•
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Both one-time and on-going costs must be considered for the provision of 
toll-free service. One-time costs would include purchase of equipment for options 2 . 
& 3, advertising the service, telephone cocrpany installation charges, and remodeling 
for option 3. On-going expenditures would include the costs of the Zenith line and 
local telephone company lines, toll charges,, salaries for new positions and listings 
in Alaskan telephone directories. .

ONE-TIME COSTS

Equipment * •... ' ..

Staff in 1±»e Anchorage Governor's Offipe keep all data for their information 
document in an information processor in order to facilitate updating. Changes 
are entered as they become )oiown <ind updated versions are run off quickly and 

' easily. To provide this type of equipment to a new location, as in option 2 or 
3, would require $20,000. If the Anchorage Governor's Office continued to 
provide service to the Anchorage area and a new location provided i:he same 
information to the rest of A l a  va  it would be advisable for the two information 
processors to have cocmiunication capability (via phone line) in order to 
exchange new data. If option 3’ is adopted, the Centrex Operator's data could be 
filed in the information processor also.

Advertising

In order for this new service to receive maximum use, its availability vrill have 
to be publicized statewide. One scenario to acccnplish this would be to mount a 
traditional r^nth-long advertising canpaign using Alaska's print and electronic 
madia. The Governor could issue a press release, followed by maximum runs of 
three 30-second T.V. and radio Public Service Announcements and display 
ads in Alaska's newspapers. Given that two channels of statewide T.V. exist, as 
well as 12 T.V. and 50 radio stations, it seems that the information could be 
disseminated easily at relatively law cost. If newspaper display ads were added 
to the campaign the .cost would triple and although newspaper advertising would 
assure complete statewide saturation, an adequate caipaign could be run without 
that conponent. Costs for a T.V. and radio carrpaign would be $4,500. Display 
ad costs would be estimated at $15,634. Details are included in Attachment §1.

(/ local Telephone Company Installations
•  •

$206 would be needed to provide the installation of four telephone instruments 
and associated lines. One would be for the Information Operator, one to allow 
the information processing equipment to communicate with its counterpart in 
Anchorage and two would be for lobby phones.

Remodeling

The remodeling of die existing Centrex Operator's space mentioned in Option 3 
would include carpentry work to reconfigure the space, some additional 
furniture, signs and special accoustical treatment to provide sound insulation. 
Also, one additional electrical power circuit would be needed for the 
information processor components. It is estimated that $7,000.00 would be 
needed.
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Training new personnel, if Option 1 is not adopted, should take place in the 
Anchorage Governor's Office as that office currently provides the ' service 
closest to the kind described in the this report. It would be advisable to send 
the new staff person to Anchorage so the person could see Anchorage personnel in 
action and more importantly, to see how the information processor is used in. 
conjunction with the information document. Airfare and per diem for two days in 
Anchorage would cost approximately $460.00.

If the Anchorage service was; kept in place and additional service added in 
Juneau it would still be advi:>able to send new personnel to Anchorage to insure 
proper coordination.of the two services as well as training.

It is assumed that any new personnel hired would be. familiar with an information' 
processor and possessed the necessary skills to operate that machine.

ON-GOING COSTS ■ • /'

Zenith and local Telephone Lints
* *

A  flat fee per month ■s charged by .Alascom for. the dedicated Zenith toll-free 
number. There is a.lso a monthly charge from the local telephone utility for the 
connection to Alascom and for other associated lines.

Charges for Option 1 or 2: •

Zenith $211.00/mo. X 12 $2,532.00
Local Telco. $24.50/no. X 12 294.00

Option 1 or 2 total: $2,826.00

Charges for Option 3:
Zenith $211.00/mo. X 1 ̂ $2,532.00
local Telco. (Zenith) $24.50/mo. X 12 294.00
Local Telco. (Juneau Info. Proc.) $24.50/rro. X 12 294.00
Local Telco. (Anch. Info. Proc.) $24.50/mo. X 12 294.00
2 Centrex lobby phones (Juneau) $1.69/mo. X 12 20.28

S Option 3 total: $3,434.28

Toll Charges

Associated costs are the long distance calls msu.a by the people using the Zenith 
number and charged to the State. If 120 three-minute calls are placed per day 
to the Zenith numlxir and are divided equally among regions, using Ketchikan, 
Nome, Fairbanks and Kotzebue as examples, the following cost assumptions can L , 
made:

To Juneau From 
Ketchikan 0 1.65/3 min. x 30 $ 49.50
Nome 0 2.75/3 min. x 30 62.50
Fairbanks 0 2.55/3 min. x 30 76.50
Kotzebue 0 2.75/3 min. x 30 82.50

$ 291.00 plus tax
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ON-GOING COSTS (corit.)

Ketchikan
Nome*
Fairbanks
Kotzebue

To Anchorage Fran 
8 2.55/3’min. x 30
8 2.40/3 min. x 30
8 1.65/3 min. x 30
8 2.40/3 min. x 30

$ 76.50
82.50
49.50 
72.00

$ 270.00 plus tax

Per 20-day month, Ifcased on above, typical costs would then be:

To Juneau
Monthly r'- 
$5,8120.00

To Anchorage $5, 'II00.00

Annually
$69,840.00

«

$64,800.00

Stri
. ■

If Option 3 is chosen the information processors would need to "talk to each 
other" at least once a week to update information. Since computers communicate 
much more rapidly than people, two full pages of information could be easily 
transmitted in ones threeaminute call. As the station-to-station daytime rate 
for calls between Anchorage and Juneau is high ($2,,55/3 min.), it would be 
advisable for a weekly call • routine to be established rather than having the 
processors call each other every time new information is obtained. The cost for 
52 three-minute calls would be $132.00. ••• •   ■■ -••' v

Salaries '5

Along with toll charges, personnel costs must also be considered. There is 
presently great disparity between the Centrex Operator position at a Range 7 and 
the Information Officer in the Governor's Office at a Range 14. Where this new 
position fits in depends on the level of service provided and the knowledge 
required to fill the position. Range 7 is paid $1,319,00 per month;*.Range 14 - 
$1,995.00 per month.

Listings in Alaskan Telephone Directories

$288.00 would be needed annually to list the Zenith Toll Free number in Alaska's 
telephone directories.

i
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Annual costs described herein include charges for the Zenith number, typical 
toll charges, salary for one. Information. Operator {Range 10) and charges for 
telephone directory listings. - . v  'v - :• * f :

One-time costs include equi.pment and training (Options 2 anr. 3), telephone and 
line installations, advertising and remodeling (Option 3).

• > .. . n •— * *• . • * •

. COST SUMMARY

Annual One-Tine Total

OPTION ONE - $ 87,990.00 $ 4,547.00 $ 92,537.0C
Information service in 
Governor's Office, Anchorage

OPTION TWO 93,030.00 25,007.00 118,037.00
Information service in 
Governor's Office or Depart­
ment of Administration, Juneau

OPTION THREE/ 111,654.88 32,166.00 143,820.88
Information service in State 
Office Building, 8th Level,
Centrex Booth, Juneau

-9-



REOOfWENDATION

There is not one option that vdll absolutely offer the best possible service 
statewide to all Alaskans. This is due to the existence of similar services in some 
state locations, the difference in costs for long distance calls between points and 
because start-up costs will differ in each location. Therefore, idle recommendations 
herein is based on the best possible compromise of all considerations:

1. Pranote existing services ' .
2. Implement Option 3 (Juneau Centrex .

Booth location)
3.- Continue Anchorage Governor's

..... Office service on a local basis ' -
4. Coordinate new Juneau service with •;

• . ■ existing Anchorage service to create • ■ V-V
' one service with 2 locations. ... =:
•• NT . ; ’ . ... ' - / ' V-- '

S.ince there are both Legislative and ]Executive branch services presently 
offering information, particularly in the rural areas, and considering that some 
State agencies have toll-free numbers operating now, it seems reasonable to promote
these services as much as possible.

• * * • *

While the present services are being promoted and it is hope id, more effective y 
utilized, implementation, should take place for locating a. toll-free number in Juneau. 
While it may take longer to develop, the most suitable permanent location would be on 
the 8th level of the State Office Building in conjunction with the Centrex Directory. 
Operator. It seems appropriate for this service to be located in the capital where 
state government access is greater and the up-dating of information is more readily 
available. Also, there would exist a natural exchange of current information between 
the Directory Operator and the Information Operator, which would enhance both- 
positions; and the service they provide to the public.

Further, both positions, as well as back-up personnel, could be employe the 
Department of Administration, Division of Administrative Services. The I cory 
Operator could also handle public information at the window, while the Information 
Operator could handle the more in-depth calls which would not allow him/her tire to 
deal with the walk-up public as well. Significantly, a high visibility location in 
Juneau will encourage state agencies to more fully cooperate when the up-dating of 
information is solicited from them by the operators, and will naturally help to 
•support the function of the service, that is, to provide better across for the public 
to state government.

The present information service being offered by the Anchorage Governor*'s Office 
should be continued as a local service. As the majority of calls received are local, 
it would be silly to refer those requests to Juneau especially when the State pays 
the toll charges. Long distance callers could be informed of the Zenith cumber for 
future calls or referred to it if the information needed was not readily available.

The two services would work in concert and would, in fact, be one service with I 
two locations. This service should be based on the format and information document 
developed in Anchorage and should utilize tlx* interactive capabilities of two 
information processors. Both locations could gather data which then could be shared| 
to provide the i*ost current information to the public.

Initial training should be conducted! by Anchorage personnel. • Additional! 
training should include on understanding of what present services arc offered and! 
materials should to supplied to the operator by these agencies. A  frequent liaison!

-10-



should develop between these offices and the Operator for continual up-date and
information exchange. Hie Information Operator should also develop a working rapport 
with the Information Officers of each state department, as well as become familiar., 
with the primary function of the departments.

Hie Information Operator must not only have personable telephone courtesy 
skills, but must be wall-organized, thoughtful, deliberate and accurate. He or she

. must have the tenacity to folio.— through and have sielf-initiative to provide an
adequate level of service to the public. Additionally, previous experience with 
information processing equipment would be necessary. These criteria make the demands 
of the position somewhat greater than those of the Centrex Directory Operator 1 
position at a Range 7. However, it has been.felt for sometime that Range 7 has.not*'J 
been sufficient for the Centrex Operator position due to the. high pressure nature of 
that position. In developing the new Information Operator position as recommended, * 
the duties cf the Centrex Directory Operator could change enough to allow handling • 
the 'questions of passers-by at the windows of the operators' booth. It is 
recamended then, that the Information Operator be hired a h a  Range 10, equivalent to 
a Secretary I, and that the Directory Operator be upgraded to a Range 8.

There has been question about transferring long-distance Zenith calls from the 
Information Operator station to agencies on the State Centrex System. • While this 
would certainly be an enhancement to., the overall .1 service, it would ..also, .add .> 
considerable expense due to the length of the "free" call. Based on the assumption 
that the Information Operator will be able to adequately answer most questions, 
transferring calls will not be necessary in most cases. However, where more in-depth 
s e n d e e  is required, the operator will refer the call to the proper agency, who.will 
then respond by telephone or letter, whichever that agency determines is appropriate. 
This procedure is recommended for start-ip and can be. re-evaluated after the service 
has been operational for a suitable length of time to determine if any changes in the 
level of service should be made.

As noted • previously in this report, this recommended option (OPTION 3) would 
cost the State $111,654.88 annually which covers costs for Zenith and local telephone 
company lines, toll charges,- salaries, and Alaskan telephone directory listings. 
Additional one-time costs for remodeling, furniture and equipment would be $32,166.00 
and if a reasonable amount of advertising was desired, an additional $4,500.00 would 
be needed. Maximum costs for an FY 84 appropriation would be $143,820.88.

t!
The aforementioned recommendation, if implement©'!, may well be an interim 

treasure, as the result of a present study being under-taken by the Division of 
Telecc.tnTjnicat.ions Services. This study will review state government telephone 
systems and data communications networks, with an eye to developing a five-year 
teieccnmunications master plan. A ;.equirement within this plan is to develop a state 
telephone network that will provide centrex to centrex calling and tie lines between 
urban centers. This will enable citizens to make calls to a central number at their 
nearest urban center that would be extended via toll-free tie lines to the 
appropriate agency or central information center. This is the long-term solution to 
more economical and efficient telephone service, as well as the permanent answer for 
continued citizen access to state government. I

•* ' . PJEXXK-1ENDATI0NS (cont.ll
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ATTACI1MENT O N E

Advertising
. • • • • ;  .

Costs associated with \dvertising of a new toll-free service fall into two 
categories: Radio and T.V., and newspapers. \

1. Radio and T.V. Public Service Announcements . -

T.V. - Production and duplication of three 30 second PSA’s $3,000.00
Radio - Production and duplication of three 30 second PSA’s 1,500.00 '

 %y. _ Subtotal , .\ $4,500.00

Includes copies for 12 T.V. and 50 radio stations. Distribution via these 
stations and the two statewide channels (TVP and LEARN/Alaska) would be free as 
broadcasters are required to run PSA’s at no charge. • • v  ••

2. Newspaper Dii.pl ay A d s - ' V:r-

There are eight dailies and 22 other papers that publish weekly, bi-monthly or 
monthly ’ in Alaska. Prices for ads vary, but generally the larger, urban papers 
charge more than the rural or .non-daily publications. For budget purposes tv\ 
averages have been developed: '

$2:65.00 per h page ad in urban dailies
$ 98.00 per \ pax' ad in rural or non-dailies •.<

Ac'ls could be run t\ ur times in one month in the dailies and weeklys (25), and 
once in each of the others (5).

$265:CO per ad x. 8 papers x 4 ads = $ 8,480.00
$ 98.00 per ad x 17 papers x 4 ads = 6,664.00
$ 98.00 per ad x 5 papers x 1 ad = 490.00 •

Subtotal $15,634.00

TOTAL $20.134.00

*By cutting the size o f  ads run to 1/8 page, costs for newspaper ads could be 
reduced by half.
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Total Costs for Reccxmtsndation 
(Cation Three)

Non-Recurring
1. Equipment

Information Processor $20,000.00
2. Advertising
jl 3 30 sec Radio and TV PSA's '...4,500.00-,

3. Remodeling ' --
Ca.rper.try, Furniture, Signs, * ‘ " ■>

• Acoustic Treatment & Additional .
Electric Circuit " ' *

4. Local Telephone Ccrrpany Installations
4 Telephone Instruments & Lines 206.00' r

5. Training r.. . "i: J
Travel & Per Diem to Anchorage
for 1 Person for 2 Days 460.00

Non-Recurring Total $32,166.00

Annual Recurring
1. Zenith'line 0 $211/mo x 12 mos.  $ 2,532; 00
2. Local Telephone Company Lines

3 Single Lines 8 73.50/mo x 12 882.00
2 Centrex Lines @ 1.69/n.o x 12 20.28

Sub-to;al $ 3,434.28
3. Toll ^.ivrrges

120 3 min, calls/day x 20 days 
per mo/ x 12 $69,840.00

Information Processor - 1 3 min. 
call/wk 0 2.55 x 52 wks. 132.60

Sub-total $t),972,60
4. Salaries

Information Operator (Range 1)
$1,673/no x 12 20,076.00

Centrex Operator (Range 8)
$1,487/mo x 12 17,884.00

Sub-total , $37,960.00
5. Alaskan Telephone Directory Listings

$1.20/mo x 20 directories x 12 288..00

Anni'al Recurring Total $108,982.88 

Grand Total $143,820.88

.

. r' i  "* *.„■ - *

7,000.00 -
- ■- v.-r.

. *■

Based on the above figure $143,820.88 would be needed in FY 84 to cover start-up 
and one years operating costs. For subsequent years, $108,902.88 would be needed, 
plus a percentage for inflation.

-13- 4



02-001C (12/80) 
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MEMORANDUM (Brief Communications) Staile o f A laska
TO:

FROM:

WBJ.:

Name

Suzanne Tryck ____
Name

Cynthia Halternan

Dept./Oiv./Sect.

Sen. Vic Fischer's Office
Dept./Div./Sect.

Administration, Telecommunications Services

Toll-Free Legislation

Date

October 7. 1983

Suzanne,
Enclosed is the packet you requested on toll-free legislation. It contains 

everything written to date on that subject.

divided it into three groups: 1) documents on SB 27; 2) documents on 
toll-free bills (SB 42, HB 97, HB 81); and 3) general documents about

s is everything you need.



U K PA lK T M K .V r O F A D M SN IST S IA T IO N POUCHC
JUNEAU. ALASKA 90811 
PHONE: (907) 465-20-> 1

DIVISION OF TELECOMMUNICATIONS SEP VICES

FISCAL ANALYSIS 
SB 27, SB 42

February 1, 1983

"An act relating to toll-free telephone calls to state agencies"

(a) The Department of Administration shall provide toll-free telephone 
service for calls to a state agency by residents of the state.

(b) In this section "state agency" means a department, office, 
board, commission, or agency of the executive, legislative, or judicial 
branch of state government including the University of Alaska.

ANALYSIS:

This fiscal detail is based on the following assumptions:

1) Tnat toll-free telephone service will be available to all State 
agencies to which significant amounts of public access is required.

2) Tha£ such access is provided through Zenith nunOsers (automatic 
charge reversal) assigned to each identified agency.

3) That the agencies under consideration are located in Anchorage, 
Fairbanks, or Juneau.

4) The number of agencies, identified by the Department of Adminis­
tration, Division of Telecommunications Services, as probably having 
significant public access requirements, and their locations are:

location
Anchorage
Fairbanks
Juneau

Nun be r of Agencies

TOTAL

89
56

_82
227

0J-B3JLH



5) The average calls received v/ould be 10 per day per office, at 5 
minutes per call.

6) The average call cost will be $2.75 ($.55/minute)

7) That no additional positions, or telephone services will be required
by agencies as a result of implementation of this system.

Eased on these assumptions:

Basic Zenith charge $211/mo x 227 $ 47,897
Toll charges $605/mo x  227 137,335

MONTHLY TOTAL 185,232
YEARLY TOTAL 2,222,780
Publication and Advertising 80,000

TOTAL $2,302,780

COMMENT:

The method of obtaining toll-free access to State agencies addressed in 
this fiscal note has the advantage of fairly rapid implementation 
without capital investment or the need for new positions, but it may not 
be the most efficient or cost-effective method over a longer period.

Alternative solutions are currently being investigated by the Telecommu­
nications Divisions of the Department of Administration, but since these 
alternatives involve engineering study and more complex cost analyses, 
fiscal inpact statements for these possibilities have not yet been 
developed.

Longer range plans for state government telecommunications service, 
provide for toll-free access to all state agencies through an integrated 
telephone system. Funding for a State telephone system for Anchorage, 
Phase 1 of the State plan, has been requested by the Department of 
Administration in its1 FY84 Capital Budget.
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D E P A IIT M E N T  O F A D M IN IS T R A T IO N
D l VISION OF TELECOMMUNICA TIONS SER VICES

COST SUMMARY

ZENITHS
I

Zenith Monthly Service Charges 
82 Juneau Zeniths 
89 Anchorage Zeniths 
56 Fairbanks Zeniths

Subtotal

Toll Estimate - Juneau

Toll Estimate - Anchorage

Toll Estimate - Fairbanks

TOTAL

COLLECT CALLS

Toll Estimate - Juneau

Toll Estimate - Anchorage

Toll Estimate - Fairbanks
• i

TOTAL 

CENTRAL OPERATORS 

One Zenith Monthly Service Charge 

Local Telephone Company Monthly Line Charge 

Remodeling 

Personnel 

Toll Estimate

Equipment Purchase (One Time Charge)

TOTAL ANNUAL 

' TOTAL ONE-TIME CHARGE

BILL SHEFFIELD, GOVERNOR

POUCH C
JUNEAU. ALASKA 99811 
PHONE: (9071 465-204}

• $ 207,624/year
225,348/year 
141,792/year

$ 574,764/vear

$ 595,320/year

$ 646,140/year

$ 406,560/year

$2,222,784/vear

$ 595,320/year

$ 646f140/year

$ 406,560/year

$1,648,020/year

$ 2,532

294 

8,000 

59,350

920,040/year 

10,000 

$ 990,216

$ 10,000



A D V A N T A G E S  . D I S A D V A N T A G E S

Z E N I T H  N U M B E R S  F O R  A L L  . A G E N C I E S  W I T H  E X T E N S I V E  P U B L I C  C O N T A C T

1. No additional personnel or equipment 
required.

2. Can be implemented quickly.

1. Most expensive of three options due 
to Monthly Service Charge for each 
Zenith number in addition to toll 
charges.

2. Less control at agency and no chance 
to screen calls. More potential for 
abuse.

3. No long term committment required. 
Service can be stopped without
1iability.

4. If implemented as an interim solution, 
data gathered regarding frequency ot 
use and costs can be used to plan the 
best, permanent solution.

5. Easier access for caller than 
Collect Cal1 option.

3. Increase in agency budget required.

I

. - - V #  'v vIT',':;'
t



C E N T R A L  O P E R A T O R  A N S W E R I N G  O N E  S T A T E  Z E N I T H  N U M B E R

• A D V A N T A G E S

Cheaper than Zenith option.

Easiest access for public as only 
one number involved.

Less "wrong numbers" will be reached 
by caller as operator will transfer 
to correct agency.

Other information services will be 
provided in addition to channeling 
calls to appropriate agencies.

D I S A D V A N T A G E S

1. More expensive than Collect Call option

2. Additional personnel and equipment 
required.

3. Only Juneau has existing technical 
capability, to implement this type of 
service.

4. Could net be implemented as quickly as 
other options due to hiring, training 
and remodeling requirements.

♦



A D V A N T A G E S  . D I S A D V A N T A G E S

V-- Least expensive of three options 
presented. Costs directly related to 
usaqe. No additional fixed costs 
such as Monthly Service Charge.

2. No additional personnel or equipment-
• required.

3: Can be implemented quickly.

4. Agencies can have more control to 
prevent abuse. Special numbers 
wilT be assigned and agency designee 
will have authority to accept or 
reject inappropriate calls.

5. No long term committment required. 
Service can be stopped without 
liability.

7. If Implemented as an interim solution,
data gathered regarding frequency of
use and costs can be used to plan
the best, permanent solution.

• .

8. Increased public awareness that 
toll calls are ntit free and 
are being paid by the State.

«
'

1. Increase ,in ag;ncy budgets required to 
cover to!1 charges.

2. Less convenient for caller than Zenith 
option.



TESTIMONY PRESENTED BY SIOUX PLUMMER AT 
SENATE STATE AFFAIRS HEARING 

February 10, 1983

INFORMATION FOR TOLL FREE

While free access to all state agencies from the public is general­
ly accepted as a needed service, the most efficient and cost-effective 
v/ay to provide this service is not clear at this point.

The reason for this lack of clarity is that no one knows, at this 
point, how much such a service would actually be used. The cost of 
telephone system and circuit arrangements is very sensitive to calling 
patterns including duration of calls, points of origin and peak calling 
rates, i.e., special circuit and equipment arrangements have high fixed 
costs and do not become cost-effective unt’’l traffic exceeds a certain 
level.

At the present time there are only two options for providing 
\oll-free access which can be implemented immediately (i.e., as soon as. 
authority to implement, and funding arrangements are established, and 
these options are similar in that they both provide a method for the 
state to pick up the cost of long-distance telephone calls from the 
public to state agencies. One is "Zenith service" where a special 
zenith number is assigned to a regular telephone number, the caller 
dials the long-distance operator and gives the Zenith number. The 
operator then places the call to the associated directory number and 
bills the call to the called p .rty. There is also a fixed monthly 
charge ($211) for this service regardless of the amount of calling.

The- other option is for agencies to accept collect calls from the 
public. To assure some measure of accountability, each agency would 
have to specify certain numbers at which col 1c-t calls would be accepted.

Both of these options, to be effective, would require wide dis 
tribution of directory lists and public information efforts.

Advantages and disadvantages of these methods are summarized on the 
attached sheets. Cost estimates are based on the assumption that 227 
agencies will receive an average of 10 5-minute calls per day. This 
estimate may not be realistic but as pointed out earlier, it can be 
anyone's guess. Since these options involve tariffed services only, 
state procurement procedures do not require competitive bids.

Another possibility wnich has been examined by our Division, is 
that of providing a central attendant service with a single toll free 
number under which calls would be transferred to appropriate agencies. 
Unfortunately, this option is readily implemented only in Cuneau where 
most agencies are served by a single PBX (Centrex). In Anchorage and 
Fairbanks, state offices are scattered throughout the city with each
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agency, or group of agencies, served by a different system making 
central attendant service difficult at best.

A practical arrangement, in Juneau at least, might use Zenith 
service directly to agencies with high public access requirements and 
central attendant service for all others.

Going beyond regular end-to-end tariffed services such as we just 
described, other possibilities include a single state-wide central 
attendant service employing foreign exchange circuits or tie lines for 
inter-city switching, special switching equipment and attendant service 
at major nodes (i.e.,, Anchorage, Fairbanks and Juneau), or contracting 
for all services including operator and communication costs. This 
latter is possibly a viable alternative since recent regulatory changes 
have opened the door to new carriers in the telephone market place. 
Carriers such as AT & T and Alascom no longer have assured monopolies. 
It is also possible for private entities to purchase large blocks of 
capacity (circuits) from major carriers and pass a portion of the 
savings resulting from bulk purchases on to smaller customers who 
purchase only the capacity they need. These entities are known as 
resale carriers. In soliciting proposals for this type of service, 
however, the State would probably have to specify the amount of traffic 
to be carried, or guarantee minimum levels of traffic.

This brings us back to the problem of insufficient data on which to 
base traffic projections, or analyze the cost-effectiveness of various 
possibilities.

For this reason, we would feel most comfortable with legislation or 
legislative intent which would allow us to run a trial of Zenith or 
collect* call service which would provide the information needed for 
planning and engineering of permanent system. It is, of course, possi­
ble that the test method itself proves to be the best.

I would like to briefly address the Bill itself regarding some 
concerns we have over implementation. One is the direction that the 
"Department of administration provide toll-free Access". Presently, all 
agencies, divisions or departments budget for and pay their own tele­
phone bills. If a toll-reversal option is employed, some accounting and 
administrative effort will be required to transfer funds, as required to 
cover additional agency costs, if the total appropriation is made to the 
Department of Administration.

Another concern is that the University of Alaska is included in the 
bill. As little as we know about possible State government calling 
potential, we know even less about the University. Given the nature of 
that institution with thousands of students scattered around the State, 
many away from their families, we think there could be a considerable 
potential for abuse. There is also the fact that the Department of 
Administration has little authority over the University and would have 
difficulty monitoring system use. It is possible that toll-free
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circuits could be used for University administrative business. This 
potential for abuse exists for state government agencies as well, but as 
mentioned before, the Department has much closer ties and authority 
within the executive branch.

We would prefer to see appropriations responsibility and authority 
to implement toll-free service for the University placed in the hands of 
the University.
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MEMORANDUM State of Alaska

TO: Legislative Budget Review Committee d a t e : March 2, 1983

FILE NO:

TELEPHONE NO: 465-2041

FROM:

A  Lisa Rudd, Commissioner 
Department of Administration

SUBJECT:

Toll Free Information, 
SB 27

The first official action taken by the Department of Administration 
in response to SB27 was the submission of a fiscal note at the request 
of Senator Vic Fischer.

The fiscal statements included in this note were developed on a 
number of assumptions some of which (those relating to call volume) were 
highly spe vive, but in our judgement, reasonable. This note es­
timated t v  che first year costs would amount to $2,302,780 if Zenith 
Service were selected as the method for providing toll-free access.

j r
The Department is not convinced that Zenith Service is the best 

method of providing toll-free service in the long-term although it is 
simple to implement and use. The reasons for this misgiving are well 
stated in the testimony provided by Sioux Plu’-.imer at the Senate State 
Affairs Committee hearing held on February 2, 1983. A transcript of 
this testimony and a copy of the ccst summary and pros ano cons of 
certain service options, also presented at the February 3 hearing are 
attached.

As indicated in Director Plummer's testimony, the Department would 
prefer, if implementation is to be immediate, that collect-call, Zenith 
Service, or a combination of these be employed first. The reason behind 
this preference is that it can be started immediately, stopped or 
changed at any time,, does not require commitment to service or equipment 
vendors, does, not require capital expenditures, but will provide infor­
mation or, calling volume and characteristics upon which design of a 
long-range service can be based.

The CS for SB27 and it*s letter of intent (draft only) appear to 
meet the expressed preference of the Department. We do feel, however, 
that is is important to point out that the Commissioner of the Depart­
ment of Administration have the support of the Governor and cabinet in 
implementing the intent of the bill. It is most important that each 
a ncy affected set up its system so that accurate records can be easily 
c jined, and that these records be provided to the Department of 
Administration for analysis. HQes.
J0^M^QXJJie^.eLOCLC^a.tjtL.exlS.tJnq-£ uod5.A_5_ome agencies may, out^ of 
budqe.tary_coricerns.^._be reluctant to orovide the n e c e s s a r y H e v e r  of
service.

02-001 A (  Rev. 10 /79)



Budget Review Committee March 2, 1983

Implementation of this intent will require considerable effort on 
the part of the Department in advising agencies on how to set up service 
for ease in accounting, compiling toll-free number lists, and publishing 
directories or lists. This last effort necessary to inform the public 
of the toll-free numbers available and agencies they may call.

It is estimated that adequate publication and advertising will cost 
$80,000.

SP/bb
Attachments: Comrne.nts and Cost Summary by Sioux Plummer

Fiscal Analysis SB 27, SB 42



TO DATE:

Legislative Budget Review Committee March 11, 1983
FILE NO

TELEPHONE NO:

465-2041
FROM: SUBJECT:

Sioux Plummer, D i r e c t o r ^ o i ^
Division of Telecommunications Services

"Toll-Free"
Legislation

Department of Administration

Lisa Rudd, Commissioner 
Department of Administration

The attached information is the result of our discussion at the 
Legislative Budget Review Committee meeting on Saturday, March 5, and in 
response to Mr. Crawford's instructions for the Department to proceed 
with plans to implement "a toll-free information operator service."

We are concerned that we have a clear understanding of the 
Governor's intent. There are many toll-free access options and 
significant differences in costs and levels of service. In particular, 
the terms "directory operator" and "information operator" are sometimes 
interchanged and therefore cause unintended confusion. We are hopeful 
this information will clear up any potential misunderstanding.

The attachment includes the Department's recommendations in the 
matter. If they indeed concur with the Governor's intent, we will 
appreciate being so advised.

SP/bb
Attachment:

0 .100)  A(Rev. 10 /70)



SUMMARY OF TOLL FREE OPTIONS

Over the past year the Division of Telecommunications Services has 
looked at various possibilities for improving citizen access to their 
State government through the public telephone network. These possibil­
ities ranged from a limited information and directory service, to direct 
toll-free access to all State agencies.

Our options are somewhat limited by the fact that the State does 
not have an integrated government telephone network, and the lack of 
special intrastate bulk-rate telephone service offerings by Alascom or 
other carriers. Without considerable capital expenditure or long-term 
financial commitments, These conditions limit our immediate options to 
use of the regular tol 1-telephone network, and inhibit our ability to 
provide a single number through which citizens can access any agency.

The cost estimates contained in the brief descriptions that follow 
are somewhat speculative since we have little or no data on which to 
base assumptions of the amount of calls to be handled.

1. Single Directory Operator Under this option the State would 
provide directory operator service accessible to the public through a 
toll-free (Zenith) number. This operator would provide directory 
service only, giving callers the location and phone number of agencies 
they need to contact. This operator could be located anywhere, and the 
service could be provided on a contract basis by a private concern. 
Operators, however, would have to be very knowledgeable about State 
government operations and programs.

The cost estimates for this service are based on the assumptions 
that the operator is located in Juneau, that the operator will handle 
150 calls per day with a 1-minute holding time.

Annual One-Time

Operator Costs 
Construction 
Zenith Service Charge 
Toll Costs 
Equipment

8,000
2,53k.' 

100 ,000

TOTALS
10,000

$18,000



2. Directory and Call Transfer Service. (Juneau only). This 
option would provide state-wide directory information as in Option (1) 
and, in addition, operators would transfer calls directly to agencies in 
Juneau. This option is available only in Juneau because this is the 
only location where most offices are on the same centrex system. This 
would be considerably more expensive than directory-only service since 
it is expected that a considerable amount of routine traffic now coming 
into Juneau would shift to the toll-free number, thereby increasing 
operator requirements and toll costs.

Annual One-Time

Operator Costs 
Construction 
Zenith Service Charge 
Toll Costs (400/day) 
Equipment

TOTALS

59,350

2,532
920,040

■$381,922

8,000

10,000
$18,000

3, Information Operators. This service would be an expansion of 
straight directory service in that operators would provide more nforma- 
tion directly to callers and would take requests for information and 
forward them to agencies for appropriate response. Operators could be 
centrally located or located regionally such as in Anchorage, Fairbanks 
and Juneau. This would be more expensive than a simple directory 
service because holding times would be longer, more operators would be 
required and operators would have to be highly trained and 
knowledgeable. Regionalizing the service would reduce toll costs but 
would increase personnel and facility costs. The Go/ernor's Office in 
Anchorage is presently providing information service, but does not 
provide toll-free access.

The following cost estimates are based on the assumption that the 
service is located in Juneau.

Operator Costs 
Construction 
Zenith Service Charge 
Toll Costs (200/day) 

TOTALS

ANNUAL

2,532
132,600

$194,482

ONE-TIME

8,000



PAGE THREE

4. Toll-Free Service Directly to Agencies. This could be accom­
plished simply by directing all agencies to accept collect calls or 
establish zenith service to the appropriate numbers. This would be the 
most expensive option, but it would provide full access to all agencies 
from citizens anywhere. One problem associated with immediate 
implementation of this service is that agencies will not have been able 
to budget for increased telephone costs. Zenith service is more 
convenient to the caller, but provides a potential for abuse since 
agencies have no way to screen inappropriate calls. If properly 
implemented and managed, this type of service could provide data on 
traffic levels and patterns that would be useful in designing a 
permanent system of toll-free access.

The estimated costs for this service are base on the assumptions 
that 227 agencies will receive 10 5-minute calls per day.

ANNUALLY

Zenith Service $2,222,784
Collect Calls 1,648,020

5, Other Options. The options listed previously are only those 
which can be implemented fairly rapidly without large capital expendi­
tures, long-term contracts, or other financial commitments.

An integrated State Telephone System connecting state agencies in 
Anchorage, Fairbanks and Juneau could provide direct telephone access to 
major-'-state offices for most of the population through local calls. To 
implement such a system will require considerable expenditure, time and 
money for planning, design, procurement and construction. The 
Department's 5-year plan for telephone communications includes a 3-city 
telephone system.

The State could solicit private industry for proposals to set up 
and operate a system to provide toll-free access to state offices. The 
present difficulty with this, in the eyes of the Department, is that 
without better data than we now have, it would not be possible to 
specify parameters in terms of traffic handling requirements or to 
knowledgeable evaluate proposals in a knowledgeable manner.

A mini-network to handle public calls only could be constructed by 
the State. This would be similar in layout to the tri-city network of 
the 5-year plan, but would be limited, in configuration and capacity, to 
handling calls from the public. This would require time, and money foi 
engineering, implementation and as operation. As with other system 
options, the difficulty lies in trying to design an effective system 
without clear knowledge of traffic handling requirements.



Recommendations

The Department of Administration recommends the following:

1. Establish directory information operations in Anchorage,
(Governor's office) and Juneau, (see Toll-Free study, 
attached). FY 84 cost: $38,000 capital, $170,000 operating.

2. Get u:j a toll-free calling (to agencies) pilot program. When
sufficient data has been collected, the Department will 
recommend a longer-term program. FY 84 cost: $1,648,020.

3. Continue toward development and implementation 5-year
telephone switch. FY 84 cost: 1 million.

TM/bb
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This fiscal detail is based on the following assumptions:

1) That toll-free telephone service will be available to all State agencies to
which significant amounts of public access is required.

2) That such access is provided through Zenith numbers (automatic charge reversal) 
assigned to each identified agency.

3) That the agencies under consideration are located in Anchorage, Fairbanks, or
Juneau.

4) The number of agencies, identified by the Department of Administration,
Division of Telecommunications Services, as probably having significant public access 
requirements, and their locations are:

5) The average calls received would be 10 per day per office, at 5 minutes per

6) The average call cost will be $2.75 ($.55/minute)

7) That no additional positions, or telepnone services will be required by agencies 
as a result of implementation of this system.

Based on these assumptions:

Locati or; Number of Agencies ___  *- u

Anchorage 
Fa irbanks 
Juneau

&y
55

_82
227TOTAL

cal 1.

Basic Zenfth charge $211/rho x 227 
Toll charges $605/mo x 227

$ 47,897
137,335

MONTHLY TOTAL 
YEARLY TOTAL
Publication and Advertising

185,232 
2,222,780 

80,000 
"3*2,302,780TOTAL



ATTACHMENT 1 
to Fiscal Note on SB27 and SB42

The method of 'btaining toll-free access to State agencies addressed in this fiscal 
nol_ has the acvantage of fairly rapid implementation without capital investment or 
the need for new positions, but it may not be the most efficient or cost-effective 
method over a longer period.

Alternative solutions are currently being investigated by the Telecommunications 
Divisions of the Department of Administration, but since these alternatives involve 
engineering suty and more complex cost analyses, fiscal impact statements for these 
possibilities have not yet been developed.

Lcnge' range plans for state government telecommunications serivce, provide for 
toll-free access to all state agencies through an integrated telephone system. 
Funding for a state telephone s y t e m  for Anchorage, Phase 1 of the state plan, has 
been requested by the Department of Administration in its1 FY84 Capital Budget.
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ANALYSIS 
Fiscal Note for 

CSSB27

Toll-Free Telephone Calls

It is not possible to determine precisely the fiscal impact of this 
bill. This difficulty stems from the fact that the major costs of the 
program will be directly proportions’ to the amount of demand for the 
service (toll charges), and there is insufficient data on which pre­
dictions of demand can be made.

227 offices, located in Anchorage, Fairbanks and Juneau, have been 
identified as probably having significant need for citizen access. If 
the average toll calling rate is assumed to be 10 calls per day per 
office, toll charges would amount to approximately 1.6 million per year.

If calling activity actually does reach the levels predicted on the
basis of the above assumptions, it will be an indication tiiat an
alternate system, such as one based on leaded lines and special 
switching equipment or on services provided by other (than Alascom) 
common, or resale carriers.

Without capital investment or long range commitments, the most 
immediately imp lententable toll-free access systems would be to have 
agencies accept collect calls, c,r implement Zenith service. With Zeniti, 
service, the long distance operator p'^s calls directly through to the 
agency and automatically bills the agency; this service entails a 
monthly fixed cost ($211.00) in addition to the toll charges.

From the standpoint of simplifying and enhancing citizen access, 
certain! additional services would te desirable. Thase include wide 
advertising and promotion of the toll-free numbers to State agencies and 
a toll-free directory operator service.

Whether or not St te Agencies will be able to absorb the cost of
toll charges associated with free citizen access will depend on the
level r f calling that develops. For example, an agency in Juneau that 
receives 10 calls per day from South Central Alaska or beyond, would 
have additional phone billing of $627.00 per month.

To ensure that funds will be available to pay the cost of toll-free 
services to various State agencies, the Department of Administration 
could appropriately manage a toll-free project. Therefore, the fiscal 
notes shows funds for an accounting clerk to handle the additional work 
the project would bring to the Division of Administrative Services.

Because of the perceived increase in calls to the present Juneau 
Centrex directory operator, should a tol1-free directory service be 
established, an additional directory operator position is also shown.



The costs of immediately '.vailsile (tariffed) service based on the 
previously stated assumptions are estimated as follows:

(fixed cost @ $211. per month)
2. Zenith Line to Directory Operator

1. Zenith Lines to 227 Agencies $ 574,764./year (Optional)

36,192./year
(fixed cost P $211. per month 
plus 50 calls per day)

3. Toll Charges to ? 'J  Agencies

TOTAL
Tariffed long-line 
service costs ONLY

1,650,552./year 

$2,261,508./year

To have a reasonable assurance of providing an adequate level of 
toll free access, and ancillary services, would require 2.46 million 
dollars for the first year. This will provide for payment of collect 
calls to State agencies for one year and the associated administrative 
costs to the Department.

If the level of calling is such that reverse billing arrangements 
are not cost-effective, the Department of Administration will have 
obtained the data necessary to specify or design alternate systems and 
wi11 still have funding to implement alternate systems prior to the end 
of FY84.

-2-



Toll-free access to State government can be provided to selected 
State agencies and the State's directory operator located in the 
capital. Costs below pertain specifically to such a suggestion, per the 
language in SB27.

Personnel
Directory Operator (Range 3) $ 25,000
Accounting Clerk (Range 10) 27.,100

Subtotal $  52,100

Contractual
Telephone Costs $2,261,508
(Fixed Zenith lines and toll charges)

Remodel Juneau Centrex Booth to
accomodate two directory operators 8,000

Advertising & Publication .80,000

Space, Services 3,500
Subtotal $2,353,008

Commodities $ 2,000

Equipment
Automatic Call Director $ 10,000
(for Directory Operatory Service)

Directory Data System 35,000
•Jf

Office Equipment 3,000
Subtotal $ 48,QQ~Q

GRAND TOTAL $2,455,110 
(FY84 Request)

-3-



STATE OF ALASKA _____________________________________
FISCAL NOTE |Revision Date , T?B3 j
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ANALYSIS 
Fiscal Note "or 

CS5B27

Toll-Free Telephone Calls

It is not possible to determine precisely the fiscal impact of this 
bill. This difficulty stems from the fact that the major costs of the 
program will be directly proportional to the amount of demand for the 
service (toll charges), and there is insufficient data on which pre­
dictions of demand can be made.

227 offices, located in Anchorage, Fairbanks and Juneau, have been
identified as probably having significant need for citizen access. If 
the average toll cal 1 ing rate is assumed to be 10 calls per day per 
office, toll charges would amount to approximately 1..5 million per year.

If calling activity actually does reach the levels predicted on the 
basis of the above assumptions, it will be an indication that an 
alternate system, such as one based on leased lines and special 
switching equipment or on services provided by other (than Alascom) 
common, or resale, carriers; should be considered.

Without capital investment or long range commitments, the most 
immediately implementable toll-free access systems would be to have 
agencies accept collect calls.

From the standpoint of simplifying and enhancing citizen access, 
certain additional services would be desirable. These include wide 
advertising and promotion of the toll-free numbers to State agencies and 
a toll-free directory operator service.

•4»
Whether or not State Agencies will be able to absorb the cost of 

toli charges associated with free citizen access will depend on the 
level of calling that develops. For example, an agency in Juneau that 
receives 10 calls per day from South Central Alaska or beyond, would 
have additional phone billing of $627.00 per month.

To ensure that funds will be available to pay the cost of toll-f.e.e 
services to various State agencies, the Department of Administrat an 
could appropriately manage a toll-free project. Therefore, the fiscal 
notes shows funds for an accounting clerk to handle the additional work
the project would bring to the Division of Administrative Services.

Because of the projected increase in calls to the present Juneau 
Centrex directory operator, should a to!1-free directory service be 
established, an additional directory operator position is also shown.

-4-
3/25/83



1. Zenith Line to Directory Operator 
(fixed cost 0 $211. per month 
plus 50 calls per day)

2. Toll Charges to 227 Agencies 1,650,552./year 

$1,686,744./year

36,192./year

TOTAL
Tariffed long-line 
service costs ONLY

To have a reasonable assurance of providing1 an adequate level of 
toll free access and ancillary services would require 2.46 million 
dollars for the first year. This will provide fior payment of collect 
calls to State agencies for one year and the associated administrative 
costs to the Department.

If the level of calling is such that reverst billing arrangements 
are not cost-effective, the Department of Administration will have 
obtained the data necessary to specify or design alternate systems and 
will still have funding to implement alternate systems prior to the end
of FY84.

-5-
3/25/83



access to State government can be provided to selected 
State agencies and the State's directory operator located in the 
capital. Costs below pertain specifically to such a suggestion, per the 
language in SB27.

Personnel
Directory Operator (Range 8) $ 25,000
Accounting Clerk (Range 10) 27,100

Subtotal 5___ 52,100

Contractual
Telephone Costs $ 1,686,744

Remodel Juneau Centrex Booth to
accomodate two directory operators 8,000

Advertising & Publication 80,000

Space, Services 3,500
Subtotal $1,778,249

Commodities $ 2,000

Equ ipment
/S.utomatic Call Director $ 10,000
(for Directory Operator Service)

Directory Data System 35,000

* Office Equipment 3,000
Subtotal 1 '46,006

GRAND TOTAL $1,880,349 
(FY84 Request)

-6-
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This fiscal detail is based on the following assumptions:

1) That toll-free telephone service will be available to all State agencies to
which significant amounts of public access is required.

2) That such access is provided through Zenith numbers (automatic charge reversal) 
assigned to each identified agency.

3) That the agencies under consideration are 1ocated in Anchorage, Fairbanks, or
Juneau.

4) The number of agencies, identified by the Department of Administration,
Division of Telecommunications Services, as probably having significant public access 
requirements, and their locations, are:

Location Number of Agencies

Anchorage 89
Fairbanks . 56
Juneau 82

TOTAL 227

5) The average calls received would be 10 per day per office, at 5 minutes per 
cal 1.

6) The average call cost will be $2.75 ($.55/minute)

7) That no additional positions, or telephone services will be required by agencies 
as a result of implementation of this system.

Based on these assumptions:

Basic Zenith' charge $211/iiio x 227 $ 47,897
Toll charges $605/mo x 227 137,335

MONTHLY TOTAL 185,232
YEARLY TOTAL 2,222,780
Publication and Advertising 80,000

TOTAL T2,302,780



The method of obtaining toll-free access to State agencies addressed in this fiscal 
note has the advantage of fairly rapid implementation without capital investment or 
the need for new positions, but it may not be the most efficient or cost-effective 
method over a longer period.

Alternative solutions are currently being investigated by the Telecommunications 
Divisions of the Department of Administration, but since these alternatives involve 
engineering suty and more complex cost analyses, fiscal impact statements for these 
possibilities have not yet been developed.

Longer range plans for state government telecommunications serivce, provide for 
toll-free access to all state agencies through an integrated telephone system. 
Funding for a state telephone system for Anchorage, Phase 1 of the state plan, has 
been requested by the Department of Administration in its' FY84 Capital Budget.
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ANALYSIS 
Fiscal Note for 

HB97

Toll-Free Telephone Calls

It is not possible to determine precisely the fiscal impact of this 
bill. This difficulty stems from the fact that the major costs of the 
program will be directly proportional to the amount of demand for the 
service (toll charges), and there is insufficient data on which pre­
dictions of demand can be made.

227 offices, located in Anchorage, Fairbanks and Juneau, have been 
identified as probably having significant need for citizen access. If 
the average toll cal 1 ing rate is assumed to be 10 calls per day per
office, toll charges would amount to approximately 1.6 million per year.

If calling activity actually does reach the levels predicted on the 
basis of he above assumptions,■ it will be an indication that ii 
alternate ystem, such as one based on leased lines and special
switching equipment or on services provided by other (than Alascom) 
common, or resale carriers.

Without capital investment or long range commitments, the most 
immediately implementable toll-free access systems would be to have
agencies accept collect calls, or implement Zenith service. With Zenith 
service, the long distance operator puts calls directly ;.h rough to the 
agency and automatically bills the agency; this servjru entails a
monthly fixed cost ($211.00) in addition to the toll charges.

From the standpoint of simplifying and enhancing citizen access, 
certaki additional services would be desirable. These include wide 
advertising ana promotion of the toll-free numbers to State agencies and 
a toll-free directory operator service.

Whether or not State Agencies will be able to absorb the cost of 
toll charges associated v/ith free citizen access will depend on the 
level of calling that develops. For example, an agency in Juneau that 
receives 10 calls per day from South Central Alaska or beyond, would 
hive additional phone billing of $627.00 per month.

To ensure that funds will be available to pay the cost of toll-free 
services to various State agencies, the Department of Administration 
could appropriately manage a toll-free project. Therefore, the fiscal 
notes shows funds for an accounting clerk to handle the additional work 
the project would bring to the Division of Administrative Services.

Because of the perceived increase in calls to the present Jnieau 
Centrex directory operator, should a tol1-free directory service be 
established, an additional directory operator position is a"lso shown.
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The costs of immediately available (tariffed) service based on the 
previously stated assumptions ore estimated as follows:

1.

2.

3.

Zenith Lines to 227 Agencies 
(fixed cost Q $211. per month) 
Zenith Line to Directory Operator 
(fixed cost Q $211. per month 
plus 50 calls per day)
Toll Charges to 227 Agencies

TOTAL
Tariffed long-line 
service costs ONLY

$ 574,764./year (Optional)

36,192./year

1,650,552./year 

$2,261,508./year

To
toll

have a reasonable assurance of providing an adequate level of 
^free access, and ancillary services, would require 2.46 million 

dollars for the first year. This will provide for payment of collect 
calls to State agencies for one year and the associated administrative 
costs to the Department.

If the level of calling is such that reverse billing arrangements 
are not cost-effective, the Department of Administration will have 
obtained the data necessary to specify or design alternate systems and 
will still have funding to implement alternate systems prior to the end 
of FY84.
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SUMMARY

Toll-free access to State government can be provided to selected 
State agencies and the State's directory operator looted in the 
capital. Costs below pertain specifically to such a suggestion, per the 

language in HB97.

Personnel
Directory Operator (Range 8) 
Accounting Clerk (Range 10'

Subtotal

S 25,000 
27,100 

S 52,100

Contractual
Telephone Costs
(Fixed Zenith lines and toll charges)

Remodel Juneau Centrex Booth to 
accomodate two directory operators

Advertising & Publication 

Space, Services
Subtotal

Commodities

Equipment
Automatic Call Director
(for Directory Operatory Service)

Directory Data System 

Office Equipment
Subtotal

$2., 251,508

8,000

80,000

3,500
$2,353,008

$ 2,000 

$ 10,000

35.000

3,000
48.000

GRAND TOTAL $2,455,110 
(FY04 Request)
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STATE OF ALASKA 

FISCAL NOTE Revision Oate T l F d T

REQUEST
3ii i/Resolution No.: HB81
Title: Toll-Free TeleDhone Calls

MaloneS p o n s o r : ^_________________________

Requestor: Hnuse State Affairs

II. FISCAL DETAIL
Agency Affected: ADMINISTRATION________
Program Categorv Affected: Gen. Govt!
B R U , Program of S u b p r o g r a m ^ ) Affected

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 83 FY 84 FY 35 I FY 86 1 FY 87 I FY 88 1

OPERATING 1 1 1 1
100 PERSONAL SERVICES 52.1 54.7 1 57.4 1 60.3 1 96.1 1
200 TRAVEL 1 1 1 i
200 CONTRACTUAL 2353.0 1000.0 11050.0 I 1102.5 I 500.0 1
*00 COMMODITIES 2.0 ?.ll 2.2 | 2.3 1 3.7 !
500 EQUIPMENT 48.0 ?n.n I 1Q.0 ! 10.0 I 24.3 .
600 LAND & STRUCTURES i i 1
700 GRANTS, CLAIMS, ETC 1 1 1

1 I 1
TOTAL OPERATING | ! 1 I

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND ■2455.1 1076.8 I 1119.6 1 1175.1 i 624.1
FEDERAL FUNDS 1 1 1
OTHER (Specify Source) 1 1 1

I I I !

POSITIONS:
FULL-TiFTE 2 1 2 1 2 1 2 1 3 !
PART-TIME 1 1 1 1 1
TEMPORARY 1 1 1 1

1 I 1 1

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared 3y‘: Sioux Plummer. Dirpctor . / ik jf ) ________________  Phone: 465-2041______
Division: feTecomnunications Services / Date:_____ 3-22-83________

Approved by Commissioner: Lisa Rudd   Date: 3-22-83____

Department: Administration_______________

Distribution:
Original to Legislative Finance 
Copy to Office of Management arid Budget (for Legislature introduced bills) 

Copy to Department (for Governor introduced bills) 

Cooy to SponsorCon*/ to Reouestcr ( i f  d i f fe ren t  from Sponsor) 3/B



ANALYSIS 
Fiscal Note for 

MBS 1

Toll-Free Telephone Calls

It is not possible to determine precisely the fiscal impact of this 
bill. This difficulty stems from the fact that the major costs of the 
program will be directly proportional to the amount of demand for the 
service (toll charges), and there is insufficient data on which pre­
dictions of demand can be made.

227 offices, located in Anchorage, Fairbanks and Juneau, have been 
identified as probably having significant need for citizen access. If 
the average toVl calling rate is assumed to be 10 calls per day per 
office, toll charges would amount to approximately 1.6 million per year.

If calling activity actually does reach the levels predicted on the 
basis of the above assumptions, it will be an indication that an 
alternate system, such as one' based on leased lines and special
switching equipment or on services provided by other (than Alascom) 
common, or resale carriers.

Without capital investment or long range commitments, the most 
immediately implementable toll-free access systems would be to have 
agencies accept collect calls, or implement Zenith service. With Zenith 
service, the long distance operator puts calls directly through to the 
agency and automatically bills the agency, this service entails a 
monthly fixed cost ($211.00) in addition to the toll charges.

From the standpoint of simplifying and enhancing citizen access,
certain additional. services would be desirable. These include wide 
advertising and promotion of the toll-free numbers to State agencies and 
a toll-free directory operator service.

Whether or not State Agencies will be able to absorb the cost of
toll charges associated with free citizen access will depend on the
level of calling that develops. For example, an agency in Juneau that 
receives 1C calls per day from South Central Alaska or beyond, would 
have additional phone billing of $627.00 per month.

Jo ensure that funds will be available to pay the cost cf toll-free 
services to various State agencies, the Department of Administration 
could appropriately manage a toll-free project. Therefore, the fiscal 
notes shows funds for an accounting clerk to handle the additional work 
the project would bring to the Division of Administrative Services.

%
Because of the perceived increase in calls to the present Juneau 

Centrex directory operator, should a to!1-free directory service be 
established, an additional directory operator position is also shown.
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The costs of immediately available (tariffed) service based on the 

previously stated assumptions are estimated as follows:

1. Zenith Lines to 227 Agencies
(fixed cost @ $211. per month)

2. Zenith Line to Directory Operator
(fixed cost @ $211. per month 
plus 50 calls per day)

3. Toll Charges to 227 Agencies

TOTAL
Tariffed long-line 
service costs ONLY

$ 574,764./year (Optional)

36,192,/year

1,650,552./year 

$2,261,508./year

To have a reasonable assurance of providing an adequate level of 
toll free access, and ancillary services, would require 2.46 million 
dollars for the first ye.r. This will provide for payment of collect 
calls to State agencies ior one year and the associated administrative 
costs to the Department.

If the level of calling is such that reverse billing arrangements 
are not cost-effective, the Department of Administration will have 
obtained the data necessary to specify or design alternate systems and 
will still have funding to implement alternate ystems prior to the end 
of FY84.

-2-
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Toll-free access to State government can be provided to selected 
State agencies and the State's directory operator located in the 
capital. Costs below pertain specifically to such a suggestion, per the 
language in HB81.

Personnel
Directory Operator (Range 8) $ 25,000
Accounting Clerk (Range 10) 27,100

SUMMARY

Subtotal $ 52,100

Contractual
Telephone Costs
(Fixed Zenith lines and toll charges)

$2,261,508

Remodel Juneau Centrex Booth to 
accomodate two directory operators 8,000

Advertising & Publication 80,000

Space, Services
Subtotal

3,500
$2,353,008

Commodities $ 2,000

Equipment
Automatic Call Director
(for Directory Operatory Service)

$ 10,000

Directory Data System 35,000

Office Equipment
Subtotal $

3,000
1 P 5 0

GRAND TOTAL $2,455,110 
(FY84 Request)



SUGGESTED MODEL
for

TOLL-FREE ACCESS TO STATE GOVERNMENT
and

EXPANDED INFORMATION SERVICES
Legislative In t e n t :
It is the in tent of the Legislature that exis t ing State government in for­
mation services and facilities be expanded and promoted in the following 
manner:
1. The Department of Administration shall es tabl ish a toll-free Zenith

number to the Juneau Centrex Operator for the purpose of prov id­
ing State government d i rec tory numbers on ly . It is not in tended 
that calls then be t r an s fe r r ed  to individuals or agencies. Annual 
Cost: $37,000

2. The Department of Administration shall s tudy,  in consultation with 
the Legislative Branch, all ex is t ing information services and Zenith 
telephone numbers for the purpose of rout inely adver t is ing said 
services and numbers via newspaper, radio, commercial television, 
and the two State television channels known as ITV 
(LEARN/Alaska) and TVP (enter tainment and news).
Annual ^os t :  $20,000

3. Funds in the amount of $150,000 shall bo provided to the Deport ­
ment of Administration to operate the electronic mail in te rcon­
nection ("Tymnet") system for improved and g rea te r  access to 
exist ing State electronic moil systems.

4. In o rder  to develop telephone ti'offic studios, the Department of 
Administration shall administer and monitor a pilot program where­
by certain agencies within each Executive Branch Department will 
accept collect-ea'. s from the public. This pilot pi’ogram will begin 
July 1, 1983 and end March 1984, a f te r  which, the Department will 
determine the most appropria te permanent method of toll-free 
access for Statewide callers. The permanent method shall bocome 
effective July 1, 1984. Number of agencies part ic ipat ing shall bo 
determined by funding in the amount of $400,000 (appi’oximately 75 
in Juneau, Anchoragj and Fairbanks).



DATE:

Legislative Budqet Review Committee March 11. 1983
FILE NO: 5

465-2041

"Toll-Free"
Legislation

discussion at the
Legislative Budget Review Committee meeting on Saturday, March 5, and 1n 
response to Mr. Crawford's instructions for the Department to proceed 
with plans to implement "a toll-free information operator service."

We are concerned that we have a clear understanding of the 
Governor's intent. There are many toll-free access options and 
significant differences in costs and levels of service. In particular, 
the terms "directory operator" and "information operator" are sometimes 
interchanged and therefore cause unintended confusion. We are hopeful 
this information will clear up any potential misunderstanding.

The attachment includes the Department's recommendcu ons in the 
matter. If they indeed concur with the Governor's intent, we will 
appreciate being so advised.

SP/bb
Attachment:

TELEPHONE NO:

FROM: ,  SUBJECT:

5ioux Plummer, D i r e c t or'^L/-^
Division of Telecommunications Services 
Department of Administration

Thru* Ruc*d, Commissioner
Department of Administration

The attached information is the result of



SUMMARY OF TOLL'FREE OPTIONS

Over the .past year the Division of Telecommunications Services has 
looked at various possibilities for improving citizen access to their 
State government through the public telephone network. These possibil­
ities ranged from a limited information and directory service, to direct 
toll-free access to all State agencies.

Our options are somewhat limited by the fact that the State does 
not have an integrated government telephone network, and the lack of 
special intrastate bulk-rate telephone service offerings by Alascom or 
other carriers. Without considerable capital expenditure or long-term 
financial commitments, These conditions limit our immediate options to 
use of the regular toll-telephone network, and inhibit our ability to 
provide a single number through which citizens can access any agency.

The cost estimates contained in the brief descriptions that follow 
are somewhat speculative since we have little or no data on which to 
base assumptions of the amount of calls to be handled.

1. Single Directory Operator. Under this option the State would 
provide directory operator service accessible to the public through a 
toll-free (Zenith) number. This operator would provide directory 
service only, giving callers the location and phone number of agencies 
they need to contact. This operator could be located anywhere, and the 
service could be provided on a contract basis by a private concern. 
Operators, however, would have to be very knowledgeable about State 
government operations and programs.

The cost estimates for this service are based on the assumptions 
that the operator is located in Juneau, that the operator will handle 
150 calls per day with a 1-minute holding time.

Annual One-Time

Operator Costs 

Construction 
Zenith Service Charge 
Toll Costs 
Equipment

447513

2,532
1 0 0 , 0 0 0

10,000
Ho7ooft

8,000

TOTALS



PAGE TWO

2. Directory and Call Transfer Service. (Juneau only). This 
option would provide state.'-wide directory information as in Option (1) 
and, in addition, operators would transfer calls directly to agencies in 
Juneau. This option is available only in Juneau because this is the 
only location where most offices are on the same centrex system. This 
would be considerably more expensive than directory-only service since 
it is expected that a considerable amount of routine traffic now coming 
into Juneau would shift to the toll-free number, thereby increasing 
operator requirements and toll costs.

Annual One-Time

Operator Costs 59,350
Construction 8,000 y'
Zenith Service Charge 2,532
Toll Costs (400/day) 920,040
Equipment 10,000

TOTALS, $981,93?? $18,000

3. Information Operators. This service would be an expansion of 
straight directory service in that operators would provide more informa­
tion directly to callers and would take requests for information and
forward them to agencies for appropriate response. Operators could be
centrally located or located regionally such as in Anchorage, Fairbanks 
and Juneau. This would be more expensive than a simple directory 
service because holding times would be longer, more operators would be 
required and operators would have to be highly trained and
knowledgeable. Regionalizing the service would reduce toll costs but
v/ould increase personnel and facility costs. The Governor's Office in 
Anchorage is presently providing information service, but does not 
provide toll-free access.

The following cost estimates are based on the assumption that' the 
service is located in Juneau.

ANNUAL ONE-TIME

Operator Costs 59,350
Construction 8,000
Zenith Service Charge 2,532
Toll. Costs (200/day) 132,600

TOTALS $ 194,482



PAGE THREE

4. Toll-Free Service Directly to Agencies. This could be accom­
plished simply by directing all agencies to accept collect calls or 
establish zenith service to the appropriate numbers. This would be the 
most expensive option, but it would provide full access to all agencies 
from citizens anywhere. One problem associated with immediate 
implementation of this service is that agencies will not have been able 
to budget for increased telephone costs. Zenith service is more 
convenient to the caller, but provides a potential for abuse since 
agencies have no way to screen inappropriate calls. If properly 
implemented and managed, this type of service could provide data on 
traffic levels and patterns that would be useful in designing a 
permanent system of toll-free access.

The estimated costs for this service are base on the assumptions 
that 227 agencies will receive 10 5-minute calls per day.

ANNUALLY

Zenith Service $2,222,784
Collect Calls 1,648,020

5. Other Options. The options listed previously are only those 
which can be implemented fairly rapidly without large capital expendi­
tures, long-term contracts, or other financial commitments.

An integrated State Telephone System connecting state agencies in 
Anchorage, Fairbanks and Juneau could provide direct telephone access to 
major state offices.for most of the population through local calls. To 
implement such a system will require considerable expenditure, time and 
money for planning, design, procurement and construction. The 
Department's 5-year plan for telephone communications includes a 3-city 
telephone system.

The State could solicit private industry for proposals to set up 
and operate a system to provide toll-free access to state offices. The 
present difficulty with this, in the eyes of the Department, is that 
without better data than we now have, it would not be possible to 
specify parameters in terms of traffic handling requirements or to 
knowledgeable evaluate proposals in a knowledgeable manner.

A mini-network to handle public calls only could be constructed by 
the State. This would, be similar in layout to the tri-city network of 
the 5-year plan, but would be limited, in configuration and capacity, to 
handling calls from the public. This would require time, and money for 
engineering, implementation and as operation. As with other system 
options, the difficulty lies in trying to design an effective system 
without clear knowledge of traffic handling requirements.



Recommendations

The Department of Administration recommends the following:

1. Establish directory information operations in Anchorage,
(Governor's office) and Juneau, (see Toll-Free study, 
attached). FY 84 cost: $38,000 capital, $170,000 operating.

2. Set up a toll-free calling (to agencies) pilot program. When
sufficient data has been collected, the Department will 
recommend a longer-term program. FY 84 cost: $1,648,020.

3. Continue toward development and implementation 5-year
telephone switch. FY 84 cost: 1 million.

TM/bb



J f i ! § K L 2 E x S B 2 7  S B i l 2  H B S 7  I S  T 0  I M P R 0 V E  A C C E S S  T O  S T A T E  G O V E R N M E N T

P R O P O S E D  S O L U T I O N  

T O L L - F R E E  T E L E P H O N E  C A L L S

T H I S  S O L U T I O N  HAS A N U M B E R  O F  L I M I T A T I O N S :

1 .  H I G H  A S S O C I A T E D  C O S T

2 .  A D D I T I O N A L  B U R E A U C R A C Y

3 .  L I M I T E D  D I R E C T O R Y  A S S I S T A N C E

4 .  H I G H  P R O B A B I L I T Y  O F  T H E  P E R S O N  N O T  B E I N G  A V A I L A B L E  T O  
T A K E  T H E  C A L L

5 .  B U S Y  T E L E P H O N E  L I N E S

5 .  D I F F I C U L T Y  M O N I T O R I N G  C O S T  E F F E C T I V E N E S S  O F  SYSTEM.

E C V . I O H
4 / H / 8 3



T O L L - F R E E  A C C E S S  T O  L E G I S L A T I V E  I N F O R M A T I O N  O F F I C E S  AND T H E  
U S E  O F  T H E  E X I S T I N G  E L E C T R O N I C  M A I L  S Y S T E M  S E R V I C E S  E X T E N D E D  
T O  T H E  O T H E R  B R A N C H E S  O F  G O V E R N M E N T

HOW T H E  S Y S T E M  C O U L D  WORK

1 .  P U B L I C  A D V E R T I S I N G  O F  T H E  L E G I S L A T I V E  I N F O R M A T I O N  
O F F I C E S  T E L E P H O N E  N U M B E R S  V I A  S T A T E  T V  AND L O C A L  M E D I A .

2 .  E S T A B L I S H I N G  AN E L E C T R O N I C  M A I L  L I N K  B E T W E E N  T H E  3 0 0  
L E G I S L A T I V E  T E R M I N A L S  AND T H E  1 5 0 C  E X E C U T I V E  B R A N C H  
T E R M I N A L S  A T T A C H E D  T O  T H E I R  I B M D A T A  C E N T E R S .

3 .  P U B L I C A T I O N  O F  A D I R E C T O R Y  O F  T H E  S T A T E  A G E N C Y  O F F I C E S  
AND T H E  F U N C T I O N S  T H A T  T H E Y  P E R F O R M  AS W E L L  AS T H E I R  
E L E C T R O N I C  M A I L  A D D R E S S E S .

A .  T O L L - F R E E  C A L L S  I N T O  ANY P E R M A N E N T  L E G I S L A T I V E
I N F O R M A T I O N  O F F I C E ,  W H E R E  T H E  I N Q U I R Y  I S  F O R W A R D E D  
E L E C T R O N I C A L L Y  T O  T H E  A P P R O P R I A T E  O F F I C E .  C O N F I R M A T I O N  
O F  R E C E I P T  O F  T H E  I N Q U I R Y .  T H E  R E C E I V I N G  A G E N C Y  I S  T H E N  
R E S P O N S I B L E  T O  D E T E R M I N E  T H E  F O R M  T H E  R E S P O N S E  S H O U L D  
T A K E ,  E I T H E R  A T E L E P H O N E  C A L L  O R  A M A I L E D  R E S P O N S E .

5 .  W H E R E  D I A L O G  I S  N E C E S S A R Y  T H E  A G E N C Y  C O U L D  C A L L  T H E
R E Q U E S T O R  T H U S  P O T E N T I A L L Y  R E D U C I N G  T H E  T E L E P H O N E  C A L L S  
N E C E S S A R Y  AND E L I M I N A T I N G  A D D I T I O N A L  B U R E A U C R A C Y .



A D D I T I O N A L  C O N S I D E R A T I O N S

1 ,  T H E  E X E C U T I V E  B R A N C H  I S  E X P L O R I N G  T H E  E S T A B L I S H M E N T  O F  A 
L I N K  B E T W E E N  A L L  O F  T H E  E X I S T I N G  S T A T E  E L E C T R O N I C  M A I L  
S Y S T E M S ,  T H E Y  C U R R E N T L Y  H A V E  A P R O P O S A L  F RO M A P R I V A T E  
F I R M  T O  P R O V I D E  T H I S  S E R V I C E ,  T H I S  WO U L D  A D D :

T H E  U N I V E R S I T Y  S Y S T E M  

M A R I N E  H I G H W A Y S

R U R A L  E D U C A T I O N  N E T W O R K  &  &

2 .  E X P L O R A T I O N  O F  A V O I C E  M A I L  P I L O T  I N  T H E  L E G I S L A T U R E
W O U L D  A L S O  E N H A N C E  T H I S  A P P R O A C H  B Y  P R O V I D I N G :  7 2 , 9

I N T E R N A L  L E G I S L A T I V E  T E L E P H O N E  C O M M U N I C A T I O N S

P U B L I C  A C C E S S  T O  C O M M I T T E E  S C H E D U L E S  AND I N F O R M A T I O N

P L A N S  C A L L  F O R  T H E  I N T E G R A T I O N  O F  T H E S E  T E C H N O L O G I E S  I N  
T H E  L E G I S L A T I V E  N E T W O R K

3 ,  D I A L  U P  C O M P U T E R  A C C E S S  C O U L D  B E  P R O V I D E D  I N  J U N E A U ,
A N C H O R A G E ,  AND F A I R B A N K S  T O  T H I S  N E T W O R K  F O R  P U B L I C  U S E ,  1 0 , C

4 ,  C O N T I N U E D  E X P A N D E D  U S E  O F  T H E  E X I S T I N G  T E L E C O N F E R E N C E  
N E T W O R K  W I L L  A L S O  P R O V I D E  O P T I O N S  F O R  C O N T A C T  W I T H  S T A T E  
G O V E R N M E N T ,  T H I S  A P P R O A C H  W I L L  I M P R O V E  A W A R E N E S S  O F  
T H E I R  E X I S T A N C E  AND S E R V I C E S ,

5 ,  C O L L E C T  C A L L S  T O  I N F O R M A T I O N  O F F I C E S  5 0 , 0

* T o t a l  p u r c h a s e  c o s t  of h a r d w a r e  1 8 8 , 0  
«



A D V A N T A G E S

1 .  U S I N G  E X I S T I N G  D E D I C A T E D  N E T W O R K S ,  S T A F F ,  AND H A R D WA R E

2 .  LOW S T A R T U P  C O S T S

3 .  P R I N T E D  Q U E S T I O N S  AN D  V E R I F I C A T I O N  O F  D E L I V E R Y  C J S E  CAN 
B E  T R A C K E D )

H. D I R E C T O R Y  A S S I S T A N C E ,  H E L P  W I T H  F O R M U L A T I O N  O F  
Q U E S T I O N

5 .  E L E C T R O N I C  M A I L  A C C E S S  T O  H U N D R E D S  O F  E X I S T I N G  
L O C A T I O N S

6 ,  H I G H  P O T E N T I A L  F O R  R E A C H I N G ' A  L A R G E  P E R C E N T A G E  O F  T H E  
P O P U L A T I O N

7 ,  H I G H  P E R C E N T A G E  O F  L O C A L  C A L L S  V S  L O N G  D I S T A N C E

8 .  E L I M I N A T E S  P O T E N T I A L  F O R  A B U S E ,  S C R E E N I N G  O F  F R I V O L O U S  
C A L L S  AND H A R R A S I N G  C A L L S



MEMORANDUM State of Alaska

TO. Honorable Bill Sheffield 
Govemor^elect

DATE: December 3, 1982

FILE NO:

TELEPHONE NO: . 465-2200

FROM: Lisa Rudd / '  f  
Conmissioner-designee 
Department of Administration

SUBJECT: Inproved Telephone 
Access to State 
Government - Interim 
Options

The Department of Administration is planning a telephone network 
which will, in the next few years, improve telephone access to State 
government.

In the meantime, however, there are short-term solutions to the 
access issue which can be implcmeritea at relatively low cost before the 
long-term plans are c.rpleted. There are two major items which can be 
addressed now:

A) Develop the Juneau Centrex operator's office to 
include an information service.

B) Install a toll-free (Zenith) telephone line to the 
new Juneau Information Service.

Develop Juneau Information Center

Juneau already has the first portion of the long-term network 
because of the Centrex telephone system that is in place now. Along 
with that system there is a Centrex Operator located on the lobby level 
of the State Office Building. The operator's primary duty is to answer 
directory assistance calls that ring on liar switchboard. She does not 
officially act as an information operator, but does provide limited 
information without special resources available to her as time and her 
own knowledge permit. There is very little time, however, to extend 
this extra service due to the high volume of directory calls. In 
October 1982, (last month), the Centrex Operator handled 6,157 calls, 
369 of which were long distance.

02 001 (Rev. 5/75)



Honorable Bill Sheffield
Governor-elect
Page 2 December 3, 1982

It is recommended that another operator be placed in the 
highly visible State Office Building lobby booth, with the Centrex 
Directory Operator. This operator would handle information calls and 
inquiries from the public who frequently pass by the booth.

Zenith Lines

Zenith telephone numbers merely provide long distance calling 
by reversing the charges. The State would pa” for incxxning information 
calls rather than the individual long distano .• caller having to pay. A  
flat fee per month is charged by Alascom for the dedicated toll-free 
number, as well as a charge by the local interconnecting telephone 
utility.

It is recommended that one Zenith line be installed in Juneau 
at a total annual cost for the line of about $3,400.09.

Additional cost to the State would be for the actual calls. 
Typical m s t s  would be about $70,000.00 per year, Installation is a 
one-tine charge of $32,000.00 and .'Includes equipment, booth remodeling, 
advertising and training.

A  further recommendation is to advertise this service v'idely 
throughout the State, particularly with newspaper and short television 
spots. The television spots can be inexpensively created right in the 
Governor's own Media Center, with the Governor announcing the service 
himself, and shown on the State 9VP channel as well as urban stations.

Budget

The following is a breakdown for the needed funding:

FY '83 (Assuming Juntiau Information Services cou3d begin
February 1, 1983)

1) One-time start-up costs, (including equipment, 
advertising, utility installations, training and 
some structural modification to Juneau Centrex 
booth) $

2) Salary for Information Operator 
(5 months @ Range 10) $

3) Zenith Lines for .5 months $

4) Approximate toll charges for 5 months $

32,000.00

8.365.00

1.055.00 

29,100.00

TOTAL FOR FY '83 $ 70,520.00
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FY '84 (Annual Operating Costs)

1) Salary for Information Operator 
@ Range 10 $ 20,076.00

2) Directory listings $ 288.00

3) Approximate toll charges

4) Zenith line and utility costs

TOTAL FOR FY *84 $ 93,764.00

$ 3,400.00

$ 70,000.00

The FY '83 cost can be covered by $50,000.00 from the Department of 
Administration's funds. An additional $20,520.00 will be required from 
the Governor's funds.

The FY ’84 cost should be added as an increment to the FY '84 
budget submitted to the Legislature.

It is anticipated that, if this project is authorized immediately, 
it can be operational February 1, 1983.

LR/mjc



Developed by Division of Telecommunications Services 
Department of Administration 

April 19, 1983

VARIOUS OPTIONS FY84 ANNUAL COSTS TYPE OF SERVICE c i t i z e n  Ac c e s s  p o i n t s GOVERNMENT DESTINATIONS

Promote & advertise existing 
information services on TVP, 
ITV, in newspapers, radio. 
(See Attachment: "Existing 
Services")

$20,000 State government information 
services via telephone to 
local or regional offices; 
public opinion messages by 
electronic mail; inquiries 
referred to legislature, 
Governor, State Agencies.

Legislative Information 
Offices, Offices of the 
Governor and telephone.

' 1  J j

Legislators, Legislative 
Affairs Agency, Office of 
the Governor, selected 
State Agencies.

Toll-Free Zenith number to 
existing Centrex Directory 
Operator in Juneau.

$36,192.00 (fixed monthly 
charge + 50 calls per day).

Directory Service for Ai.y telephone -through long- 
State telephone numbers only, distance operator.

Directory operator for 
Juneau only numbers.

Toll-Free Zenith Number to 
Legislative \Only) operator.

$78,400.00 (Zenith service, 
equipment and 100 calls 
per day)

Legislative Information 
Service only; referrals 
to legislators when necessary,

Any telephone via long­
distance operator.
i

Legislative Affairs 
Agency, Juneau.

Expand existing L.A.A. 
electronic mail system (OMNICOM) 
to interconnect with other 
electronic mail systems: U of A, 
Marine Highway & Rural Education 
Network.

$60,000 Data terminal to data 
terminal.

19 state-wide Legislative 
Information Offices and 1 
L.I.O. in Washington, D.C.

*

Legislative information 
Offices, University of 
Alaska (many locations), 
ferry system offices, 
Department of Education 
and state-wide school 
districts. (300 
legislative terminals and 
1500 Executive Branch 
terminals).

Interconnect all existing State 
electronic mail systems to form 
one system plus have access to 
"Tymnet" system, an international 
data base.

$150,000 (capital funds 
already exist)

Data terminal to data 
terminal.

Legislative Information 
Offices, Governor's 
Offices, University of 
Alaska, school districts.

Same as origination 
locations plus.Department 
of Education, Department 
Administration, Marine 
Highway, Legislative and 
Executive Branch Data 
Centers and terminals 
(3U0 legislative terminal 
and 1500 Executive Branch 
terminals).


