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Vendor participants in INPUT’s survey undertaken for this report had
some very sharp impressions of the characteristics of the federal market
customer. From the point of view of IT outsourcers, they had a number of
positive characteristics, including:

« The government’s concept of seat management is evolving and
becoming increasingly comprehensive. Eventually, it will become
gomething like BPO in the commercial market. This process will take
4-5 years. At present, they are putting out to bid increasingly
extensive pieces of work.

« Management considers the public sector (including federal) market
unattractive because of excessive bureaucracy and the slow pace of
change. Applicast wants to work with customers that are ready to
transform themselves, and quickly. Applicast management perceives
the public market as lacking in opportunity to achieve innovative
implementations in a short timeframe. Conversely, it is seeking to
build a client base among fast-growing, innovative commercial
companies. It would rather expand into complementary vertical
industries.

« Convergys doesn’t believe there is a place for it in the federal market
because it specializes in mission-critical applications. Its customers
prefer its solutions because they are field-tested. Respondent doesn’t
believe that the kind of work that the company does has a wide
application in the federal market, except perhaps at the IRS. In his
view, “the federal market is a world unto itself.”
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The DoD, among other agencies, appears increasingly willing to
change existing budget allocations in order to roll up GSA task orders
and other BPA contracts in to evermore comprehensive “bundled”
large contracts for a wider range of work.

....as well as some that made the federal market significantly
unattractive, including:

For some federal customers, seat management contracts are used as a
back door vehicle to buy hardware when they can’t access a capital
expenditure budget. HW purchases are built into the seat
management contract under the guise of periodic equipment “refresh”
and using existing GSA schedules.

Federal budget politics often requires agencies to spend money on a
time & materials basis even when this is contrary to the best interest
of both the government and the taxpayer.

Even if there is a great deal of similarity between the business
processes of government agencies and commercial businesses, vendors
can trip on unforeseen differences in approach. For example, Getronics
prepared TCO studies for its seat management solution (a common
practice on the commercial side) only to be told that they violated FAR
9.5, which prohibits vendor conflicts of interest. (Solution: these need
to be prepared by a third-party, not the vendor directly—especially if
based on privileged information that is available only to qualified
federal contractors).

One obstacle to federal business that was cited by numerous vendors
in the federal market was the anti-outsourcing lobby. Respondents
believed strongly that union-led efforts to kill federal outsourcing
would lead to di The A-76 hinery in place that attempts to
verify the cost-effectiveness of outsourcing is not working well because
of the many difficulties in the way of computing federal costs.
“Savings” can be deceptive, primarily because they ignore the need for
technology “refresh.” The desire of federal employees to assure their
job security is understandable, but doomed. The skills shortage will
grow ever more acute. Also, the federal “customer” is incapable of
foreseeing technological advances. The slow procurement cycle
ensures that almost whatever is purchased will be obsolete, or almost
obsolete by the time it is implemented.

The federal skills shortage will worsen—which also exacerbates the
ability of federal market vendors to serve the federal customer.
Vendors ask why young techies would want to work for the
government, “when they typically have more computing power on
their wrist watches, or in their PDAs than they can find on many
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