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Regs and smarts moderate year-end buying
The frenzy is gone
and soon the dollars
will be, too
B Y D AV I D H U B L E R

ith the government’s fiscal
year ending and industry
analysts forecasting a reduction in government
information technology
spending in fiscal 2007, agencies are spending what remains of their fiscal 2006 IT
budgets more judiciously than in years past.
But for many vendors, it’s business as usual.
Bill Vajda, chief information officer at
the Education Department, is in the thick
of year-end purchasing. “Everybody’s doing it,” he said. “I can’t really share a lot with
you about anything that’s in the pipe because it’s all acquisition-sensitive.”
Vajda said he is unaware of any special
vendor promotions or discounts. “By law,
[vendors] are supposed to be giving us their
lowest price already.” If they’re discounting
beyond their posted prices, he said, they
could be violating the law.
When asked whether he has seen any offers for free products from IT vendors, Vajda said, “There are statutory bans on the
government accepting that kind of free
service or free product. I don’t know of anything like that in government. I know that
we are not doing that here.”
Federal buyers have become smarter
about year-end spending, said Teresa Carlson, executive director for civilian government agencies at Microsoft Federal. “We’ve
gotten a lot better, and I think the government has gotten a lot better about planning.”
Carlson said agencies are not waiting
until September to start shopping, and
they’re spending more year-end dollars on
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training programs and additional copies of
software they are already using.
For example, Red Hat reported brisk sales
of its operating system training programs.
The company’s annual year-end discounts
might have helped, said Mike Byrd, director
of government channel sales at Red Hat Linux. “Every year we do try to do something
special for the federal fiscal year end,” he said.
Increasingly, however, the year-end rush
to buy is ebbing. Carlson said agencies that
once gave little thought to their year-end
purchasing until the last moment are now
assessing what they need much earlier. “I
don’t see the panic I saw in years past,” she
said.

Michelina LaForgia, director of the
Army Small Computer Program at Fort
Monmouth, N.J., agreed. “There isn’t the
year-end frenzy anymore.”
The major service commands have
budget restrictions and procurement guidelines that regulate how their funds are
spent, LaForgia said. For example, deadlines on purchase orders make the procurement process more orderly.
“It’s not like the old days in procurement when whatever money that was left
at the end of the year was obligated on lastminute purchases,” LaForgia said. “There’s
a lot better control on budgets, and the
buying is spread out through the year.”

Looking ahead to fiscal 2007 security spending
$5,470

$4,412

Congress has not yet passed fiscal 2007 appropriations bills for most agencies. But the Defense Department most likely will be the biggest spender on
information technology security. In its requested
$30.5 billion budget, DOD has allocated $2.8 billion
— or 9.2 percent — for IT security.

Here is how much money other selected
agencies plan to designate for such
spending.
Source: White House; dollar amounts are in millions.
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Military purchasing may be a little slower than last year because of Defense Department restrictions, she added.
Katherine Valltos is a chief acquisition
manager at GovWorks, the Interior Department’s Federal Acquisition Center that
helps agencies with buying. She said that
despite cuts in some DOD programs,
spending for war-related technology remains high.
DOD clients account for almost 70 percent of GovWorks’ acquisition activity.
“We’ve seen a significant increase in procurement activity over the last month,” Valltos said. Indeed, agency-imposed controls
and governmentwide regulations appear to
have helped rather than hindered year-end
buying activities by homing in on best buys
and good deals.
In their pursuit of good deals, Byrd said,
the intelligence community and the Commerce Department’s National Oceanic and
Atmospheric Administration are among the
biggest buyers of Red Hat’s Linux OS training programs, Success Pack and Blended
Learning, which can lead to Red Hat certification for systems administrators.
Both programs are sold through Red
Hat’s distributor, DLT Solutions, at discounts of 10 percent to 20 percent, Byrd
said. The company offers an additional 10
percent discount for purchasing Blended
Learning’s in-classroom training and
e-learning module, he said.
Others have deals, too. “We’re always
busy at the end of the fiscal year” because
the feds are major year-round buyers of Dell
laptop and desktop computers and accessories, said Troy West, vice president and
general manager of Dell’s federal segment.
He said Dell created a rapid response call
center two years ago to handle year-end
purchasing. “Essentially, the idea is to eliminate hold times [on deliveries] and really
focus on execution and being responsive.”
“We’re right on schedule in terms of what
we anticipated” for calls to the center and
sales, West said. “We’re looking at our contract pricing [plan] constantly to make sure
that it’s competitive. And we do offer special pricing for larger-volume purchases.”
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West declined to provide call numbers,
sales figures or pricing strategies, citing
company policy. He said Dell’s call volume
has increased every year, and the company
likewise has expanded its market share. “So
it’s natural that we’d anticipate an increase
in call volume and a [price] quoting activity to occur now,” he said. “We’re seeing that
actually happen.”
Dell also gears up in the late summer to
handle special orders. West cited the Energy
Department’s complex shipping, delivery
and security requirements. “We can tailor
our processing to meet those requirements
at end of the fiscal year,” he said.
But Dell does not sit back and wait for
orders. “We’re proactively contacting our
federal contract officers to support end-offiscal-year orders,” West said. “We have a
very large database of customers, and we’re
reaching out to them.”
Randy Zewe, regional manager for the
government channel at Sun Microsystems
Federal, said he has seen sales activity increase significantly in the past couple of
weeks. “We’re seeing a pretty strong pipeline
in our business,” he said.
Zewe said Sun’s 73 government resellers
are selling products on contracts such as
NASA’s Scientific and Engineering Workstation Procurement, the Army’s IT Enterprise Solutions-2 Services contract and the

Air Force’s Network Centric Solutions contract and on blanket purchase agreements.
“We feel we’ll be able to take advantage of
all the IT infrastructure requirements that
the government year end is going to offer
us,” he said.
To boost sales, Sun is running several
promotions, including a double trade-in
offer that could be worth up to 20 percent
on Sun’s UltraSPARC II server and a free
rack with the purchase of four or more
Sunfire X4500 or X5600 servers.
For one small vendor who is experiencing the year-end market for the first time,
sales have been good. Mike Kieran, director of sales and marketing at MXI Security,
a division of Memory Experts International
based in Montreal, said the company
launched its portable security storage and
mobile identity devices Stealth MXP and
Outbacker last November.
Kieran said government sales are outstripping commercial buys, and he cited defense and homeland security agencies, DOE,
the Social Security Administration and the
Federal Aviation Administration as his leading customers.
“We’re noticing a significant amount of
incoming queries on the devices,” he said.
He attributed that to MXI’s information
campaign of e-mail messages, fliers and
phone calls. 

Federal IT spending priorities
A three-year look at federal information technology budgeting shows a
decline in defense spending and an increase in homeland security IT
spending. (Dollar amounts are in millions.)

Defense
Homeland Security*
Other
Total

FISCAL 2005
ACTUAL

FISCAL 2006
ENACTED

FISCAL 2007
REQUESTED

$31,177
$11,227
$19,772
$62,176

$30,439
$11,595
$20,508
$62,542

$30,542
$12,461
$21,286
$64,289

*Includes intelligence and warning, border and transportation security, defending against catastrophic threats,
protecting critical infrastructure and key assets, and emergency preparedness and response.
Source: White House
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