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A
new think tank study confirms
what many federal services ex-
ecutives have known for some
time: the middle market is a
tough place to play.

The Center for Strategic and Interna-
tional Studies’ report, “Structure and Dy-
namics of the U.S. Federal Professional
Services Industrial Base,” chronicles the
rise of the federal services market, from
$102 billion in 1995 to $167 billion in
2004, the last year the study considered.
Information and communications services
were the fastest growing segment of the
market, expanding at a 14 percent com-
pound annual growth rate between 1995
and 2004.

Conversely, the report also documents
the dwindling market reach of middle-mar-
ket services providers, which CSIS defines
as being larger than government-defined
small businesses and below the $1 billion
revenue threshold.

According to CSIS, midtier companies
commanded 44 percent of the federal serv-
ices dollars in 1995, but their slice of the
market had slipped to 29 percent by 2004.
During that time, the market share of large
businesses grew from 37 percent to 49 per-
cent, while small businesses stabilized in
the 19 percent to 22 percent range.

“We’ve been seeing a squeeze on mid-
tier companies for the last five years,” said
Jim Kane, president and chief executive of-
ficer of the Systems and Software Consor-
tium. Kane, who was briefed on the CSIS
report, said the study quantifies the trends
that many have observed.

The study raises questions that must be
considered, said Stan Soloway, president of
the Professional Services Council, the in-
dustry association that requested the CSIS
study. Soloway said he hopes not to see an
environment in which the only way to sur-
vive is to be either a giant company or a
small company with a protected market.

“Can we maintain balance in the mar-
ketplace?” Soloway asked.

The middle sector is the most problem-
atic in the federal services market because
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T
he small Alaskan firm Aleut
Technologies outbid competi-
tors last year to win a support
contract for the Missile De-
fense Agency’s Sea-Based 

X-Band Radar (SBX) platform, which
will be stationed on the Aleutian island
of Adak. Now the company hopes to 
take advantage of that contract to up-
grade its operations
and capabilities.

Aleut Technologies
entered into a partner-
ship this month with
Boeing under the De-
fense Department’s
Mentor-Protégé Pro-
gram. Under the three-
year agreement, Boeing
will provide training to
Aleut Technologies in
areas such as business
development and pro-
gram management.

The DOD Mentor-
Protégé Program, which Congress man-
dated in 1991, receives about $26 million
in appropriations each year for assisting
minority-owned contractors, which in-
cludes companies run by American In-
dians, Alaskan natives and Hawaiian na-
tives. DOD recently expanded the
program to include companies owned by
women, service-disabled veterans and
companies located in historically under-
used business zones.

Unlike a similar program the Small
Business Administration runs, the DOD
program focuses on technology transfer.

DOD also looks for small companies
with some government experience

whose capabilities match current needs,
said Victor Ciardello, mentor-protégé
program manager. “If you’re a start-up,
you’re probably not going to get into the
DOD program, which is looking for
[companies] that are somewhat devel-
oped and have the potential to really
grow,” he said.

Aleut Technologies intends to use 
its agreement to gain management, pro-
gram development and strategic devel-

opment training from
Boeing, said Grandin
West, president and chief
operating officer at Aleut
Technologies.

“The Mentor-Pro-
tégé agreement will al-
low Boeing to provide
Aleut Technologies with
significant training op-
portunities in various
disciplines,” he said.

Aleut Technologies
holds a $16 million a
year renewable subcon-
tract to provide support

services for the SBX, an advanced radar
system mounted on a sea-going platform
that can track and assess long-range bal-
listic missile threats. Aleut Technologies’
support includes providing an escort ves-
sel, the Dove, along with refueling and
other services.

When the SBX platform is in its new
home at Adak, about 1,200 miles south-
west of Anchorage, in late spring or 
summer 2007, Aleut Technologies will
be the primary provider of support 
services. It is also involved in redevel-
oping the former naval station into a res-
idential community and fishing facility
there. �

Aleut Technologies gains foothold
in DOD mentoring program
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Midsize firms feel the squeeze
Although contract actions and market share have grown for large and small
contractors, midsize firms have declined in both categories, as shown in the
charts below.

Percent of contract actions Percent of market share

Source: Center for Strategic and International Studies

“The Mentor-
Protégé agreement
will allow Boeing to

provide Aleut
Technologies with

significant training
opportunities.”
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