
Beleaguered GTSI sheds reseller model
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TSI, a bellwether of the gov-
ernment information tech-
nology market, has been strug-
gling to find a business model
that will allow it to shake re-

cent financial challenges. It is trying to shift
from its old role as a reseller and become
an IT services provider.

The company has discussed services for
several years, but under the new leadership
of Jim Leto, who became GTSI’s president
and chief executive officer earlier this year,
company executives say it is successfully
making the transition.

GTSI plans to concentrate on IT solutions
and “let others fight it out for the direct sales
market and [its] very low margins,”Leto said.

“In most cases, large commodity buys
are not part of solving a problem for the

government,” he said. Because much of
GTSI’s business was already in solutions
that combine products and services, “we
decided, not only are we in the solutions
business, but we’re going to make it the cor-
nerstone of everything that we do.”

The move was not unexpected. Some
observers predicated a new direction for
the company when Leto succeeded Dendy
Young as president and CEO in February.
Leto had spent three years as CEO at the
consulting firm Robbins-Gioia.

Mark Amtower, founding partner of
Amtower and Co., called Young the mas-
ter of the traditional reseller channel in the
government market. But Leto “is better
equipped to develop services,” he said.

GTSI’s new business plan calls for mi-
grating from a vendor-led fulfillment busi-
ness to a customer-focused solutions busi-
ness by 2007, dropping low-margin

commodity products in favor of high-
margin differentiated solutions.

Leto said the cornerstones of the busi-
ness strategy include becoming a systems
aggregator that sells solutions and com-
mercial products and winning high-mar-
gin deals with flexible financing terms.

Leto said 2005 was an unmitigated disas-
ter that prompted him to take the reins of the
23-year-old government vendor in February.

He blamed the company’s dramatic de-
cline last year on the failure of the earlier
strategy and on government procurement
changes. In addition, he said, Hewlett-
Packard, an important supplier for GTSI,
started selling directly to federal agencies,
costing GTSI some $70 million in revenue.

At the same time, he said, the former
management team decided to seek greater
market share and double the size of the com-
pany by 2007. The plan called for imple-
menting a market-based pricing model and
a pledge not to be undersold by anybody.
Management significantly increased the sales
force from about 700 in 2004 to 950 in 2005.
It also installed an end-to-end, state-of-the-

After suffering a ‘perfect storm’ in 2005,
company officials steer new course
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Once primarily a product reseller, GTSI has apparently made progress in
its effort to turn itself into a solutions provider. A year into that effort,
financial results show some accomplishments.

1st quarter 2005 1st quarter 2006
Total value of orders 
worth $1 million or more $36.9 million $75.5 million

$1 million+ orders as 
percentage of total orders 20% 44%

Total number of $1 million+ deals 24 28

Average deal size $1.5 million $2.7 million

Source: GTSI

GTSI switches to services
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