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Another factor is the prospect of po-
litical change in the midterm congres-
sional elections.

But industry executives say the short-
term discomfort and uncertainty will yield
to solid prospects in the long haul. Many
believe tighter budgets will translate into
an increasing tendency among agencies to
outsource projects. Demographics also
point to increased contracting opportu-
nities because large numbers of govern-
ment employees will likely retire in the
next few years. In the meantime, contrac-
tors eye the market warily. Here’s what
they are watching.

Human resources constraints
The ability to obtain security clearances
remains a problem for IT services con-
tractors, even though the Defense Secu-
rity Service is back in action after a 60-day
shutdown earlier this year. Executives said
the backlog has eased but added that the
clearance process continues to be slow.

“It takes quite a while to get clearances,”
said Dennis Kelly, president of TechTeam
Government Solutions. “And that just
makes it harder for us to staff positions.”

Jim Sheaffer, president of Computer
Sciences Corp.’s federal division, said con-
tractors’ ability to quickly address gov-
ernment requirements is constrained
when the clearance process lags. CSC has
a sizable roster of cleared employees and
subcontractor relationships
to keep pace with the gov-
ernment’s demands, Sheaf-
fer said.

Charlie Erdrich, vice
president of business devel-
opment at Avineon, said
smaller companies have it
harder than larger companies in the clear-
ance department.

“You can’t have somebody sitting on
the bench” waiting to be cleared, he said.
“You need to find people who already have
the clearances.”

Companies of various sizes face the
same predicament. As a result, the Wash-
ington, D.C., labor market has become ex-
tremely competitive.

Renny DiPentima, president and chief
executive officer of SRA International, said
finding and retaining good people are
among his chief concerns, adding that

those include employees with high-level
clearances.

“We are all recruiting for essentially the
same people,” Kelly said. He compared
competition for solid hires in the Wash-
ington labor market with the situation at

the height of the Internet
boom. At that time, Kelly
ran a government con-
tractor in New England
and competed with com-
mercial firms in the
Boston area for software
development talent.

“The competition for resources is just
as stiff ” now as then, Kelly said. Employ-
ees with clearances aren’t the only limit-
ed resource, he added. Some types of pro-
fessionals, such as information security
specialists, are in short supply.

Contractors use different strategies to
overcome market constraints. Some com-
panies seek to deliver services from areas
where competition is less fierce and labor
rates are lower. Kelly said some customers
insist that contractors maintain employ-
ees in Washington, but he added that oth-
ers may look for cost efficiency and allow

some work to occur out-
side the local market. He
said help-desk operations
fit that profile.

DiPentima said moving
work to less expensive ar-
eas in the United States
makes sense when the cus-
tomer has no objection.
The practice is sometimes
called “inshoring” in con-
trast to “offshoring,” or
moving jobs to other
countries.

“I think it is going to be
difficult to compete on
some large, bundled jobs”
without inshoring, he
added.

SRA actively pursues
work in West Virginia and
parts of Maryland and Vir-
ginia away from the Wash-
ington metro area for that
reason, DiPentima said.

SRA offers training
services from locations
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>>>Top 25 government IT contractors
Input, a market research firm, assessed the
top government information technology con-
tractors and determined that Northrop
Grumman is No. 1.

Input analysts compared fiscal 2005 data
from the Federal Procurement Data System
with a list of 65 technology-related product
categories.

The list at right ranks each prime con-
tractor based on fiscal 2005 IT dollars, not
total federal dollars for fiscal 2005 or total
company revenue, according to Input. It re-
flects mergers and acquisitions that closed
on or before Sept. 30, 2005 — the close of
the fiscal year. Examples of such transac-
tions include L-3 Communications’ acquisi-
tion of Titan and General Dynamics’ acquisi-
tion of Anteon.

Here are the top 25 government IT 
contractors.

RANK COMPANY

1. Northrop Grumman

2. General Dynamics

3. Lockheed Martin

4. Science Applications
International Corp.

5. United Space Alliance

6. Computer Sciences Corp.

7. Raytheon

8. EDS

9. L-3 Communications

10. ITT Industries

11. Dell

12. Booz Allen Hamilton

RANK COMPANY

13. BAE Systems

14. Harris 

15. CACI International

16. Accenture

17. SRA International

18. ARINC

19. IBM

20. Verizon 

21. Boeing

22. GTSI 

23. Apptis

24. Honeywell International

25. Jacobs Engineering Group




