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Good afternoon. 

I’d like to thank the ITPA for inviting me to speak today.   

My topic is “How to Survive in Today’s Crazy Market Environment”, so what better way to start off than 
with some scary stories – after all, Halloween is just around the corner. 

Last week a senior executive from a well‐regarded corporation in our marketplace told me that he will 
have to cut half of his marketing and sales staff, including many of his most knowledgeable senior 
business developers. 

Here’s another one for you.  The well connected President of one small business told me last week, 
“Every big guy I know in town is laying‐off high priced talent.” 

I could go on, but I think you get the point.  The scary story on the industry side is primarily about 
cutbacks and layoffs driven by a fear of budget cuts and greater price competition.  This has been 
exacerbated by worries about sequestration, but even if Congress kicks that can down the road, worries 
about the budget and price competition won’t go away any time soon.  Nothing here is completely new.  
I can think of many other companies that have been cutting back, including the IT divisions of two major 
weapons systems manufacturers, who wiped out most of their BD team more than a year ago.  The 
difference now is that the layoffs have spread to so many players around the beltway that it looks more 
like a panic than a trend.   

I’ll come back in a minute to talk about the impact of these cutbacks on the competitive landscape, but 
first, let’s look at this horror story from the government’s perspective.  Or, to put it another way, can we 
blame this panic on something the government is doing? 

The top level numbers sure don’t look like the sky is falling.   According to one reliable source, over the 
period from Fiscal Years 2013 through 2018, there will be a one percent increase in the Federal IT 
market’s compound annual growth rate (CAGR) in current dollars, and a 0.9% decline in constant dollars.  
This represents a significant improvement compared to the growth rate from Fiscal Year 2008 through 
2013, when the CAGR in current dollars only rose 0.3% and, in constant dollars, it fell 1.6%.   In other 
words, the sky isn’t falling ‐ things in the IT space are actually looking up. 
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applications, will grow at a significantly greater rate than overall federal IT spend over the next five 

years.   Furthermore, the rate of growth in these segments will increase as the government shifts 

spending from high cost custom system design, development, implementation and operation towards 

more efficient enterprise communications, cloud services and cloud applications.   As part of this trend, 

we expect that the government will shift more resources away from government-owned-government-

operated and government-owned-contractor-operated facilities and towards contractor-owned-

contractor-operated facilities and associated cloud services.  In other words, not only is the overall IT 

market growth improving, but the spending on systems and services associated with networks and 

related technology will grow at a faster rate by cannibalizing opportunities in other segments of the 

marketplace. 

So what’s going on here?  Are the ghosts and goblins real?  What’s the source of the panic around the 

beltway? 

There are four letters that capture a lot of what’s going on.  No – it’s not one of those words.  The letters 

are LPTA.  As just about everyone in town knows by now, LPTA stands for Low Price, Technically 

Acceptable – and it represents an acquisition strategy that establishes a fixed set of technical 

requirements, and then awards contracts to the lowest priced bidder who meets all of the technical 

requirements.   

The biggest recent example of an LPTA acquisition is the Navy/Marine Corps $5.2 Billion Dollar Next 

Generation Enterprise Network program, NGEN, which is currently under evaluation.  This replacement 

for the Navy/Marine Corps Intranet (NMCI) contract represents the largest outsourced IT program in the 

federal government, and it is incredibly intricate, involving keyboard-to-keyboard services in complex 

administrative and mission critical environments, with many cyber-security and operational challenges.   

NGEN is only the biggest example of an LPTA deal.  There are LPTA acquisitions being issued in all shapes 

and sizes throughout the government.  The government is using LPTA for fixed priced contracts and, 

strangely enough, they’re also using it as a cost containment mechanism for cost-type contracts, even 

though LPTA assumes an unambiguous, stable operating environment and cost-type contracts are 

designed for uncertainty.  In one recently awarded LPTA example, the government acquired 

sophisticated professional services, involving the maintenance and operation of gear, including complex 

communications security equipment, in support of mission critical network operations.   Not only did the 

government make the award based on an LPTA evaluation, but they said that they would first open the 

price volume, then select the lowest priced offer, and then see if this offer was technically acceptable.  If 

it was, they wouldn’t open any of the other proposals.  In other words, if you didn’t come in with the 

lowest price, your proposal wouldn’t just lose, it wouldn’t even be considered. 

The LPTA mentality has infected many other types of federal acquisitions on both the civil agency and 

Defense Department sides of the government.  These days, even when agencies award contracts based 

on “Best Value” evaluation criteria, the competitions usually come down to price, because agencies 

rarely have the backbone to justify the award of contracts to anyone other than the lowest bidder.  
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We’re seeing LPTA strategies applied to full and open competitions, as well as to task order 

competitions on a wide range of indefinite-delivery, indefinite-quantity or IDIQ contract vehicles.    

The point here is that budget concerns are pushing agencies to encourage contract competitions based 

primarily on price, and it’s the resulting price pressure that’s the main driver behind the changes in 

corporate leadership, the reorganizations, and the waves of voluntary and involuntary layoffs around 

the beltway.  There are new CEOs moving in around town because corporate boards are desperate to 

get their prices down, which means they have to get their costs down.  They know that the best way to 

slash costs is to bring in a new top dog – generally one from the outside who will move more quickly and 

more aggressively to implement major staff reductions and other cost cutting measures.    

There’s a paradox here, because just as the industry cost reduction reaches a panic stage, the 

government is beginning to realize that they’ve gone overboard on this LPTA stuff, and they’re starting 

to make adjustments.  First, agencies are getting smarter about their definitions of “Technically 

Acceptable”.   They’re setting the bar higher for technical acceptability, and this has helped to screen 

out low-ball, unqualified bidders.  But the senior leadership in the government acquisition community 

has realized that, for complex requirements – particularly the types of IT, communications, and 

networking deals that we care about - LPTA-type strategies are a bad idea.   We will soon be seeing new 

guidance that will push the government towards more balanced acquisition strategies, and away from 

LPTA.  In other words, the pendulum is beginning to swing back towards an approach that will place 

greater weight on the quality of solutions and that will be less totally focused on cost.  The government 

acquisition community is also recognizing that fixed priced contracts don’t work very well for purchasing 

complex IT systems and services, so they’ll be introducing more flexibility into contract pricing 

strategies.  

Now with the federal government, the pendulum never swings quickly, but the shifts in the marketplace 

are already starting to catch some competitors flatfooted, and this will get worse.   The companies who 

have cut their business development, sales and marketing staffs to the bone aren’t getting positioned in 

time for upcoming deals.   When you’re late to the fight, you usually can’t attract the right teammates 

you need to win as a prime.   If you decide that you’re too late or that it’s too expensive to go after a 

deal as a prime, being late to the fight means that it’s harder to get a place on the right team, and even 

if you can find a prime to team with, you’ll have a tough time maximizing your work-share because too 

much has been already promised to those who got there before you.   When your company has 

decimated the ranks of those who can charge to indirect accounts and all of your talent is assigned full 

time to direct-billable project work, you have a hard time assembling the talent needed to put together 

a winning proposal, particularly as the government is raising the bar for technical acceptability.    

In the current climate, agencies are pushing more of their requirements under IDIQ contracts.  It saves 

costs and time compared to initiating full and open competitions, it gives agencies a greater sense of 

control over each deal, and it gives them a degree of cover from administrative and political scrutiny on 

task order competitions after the initial IDIQ has been awarded. There has already been fallout on 
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important recent IDIQ contract awards, where prior incumbents and major competitors haven’t made 

the final cut.   So, as panic spreads around the beltway, there’s mounting evidence that if cost cutting 

isn’t handled carefully, companies will cut their future revenue potential along with their employees.    

 For similar reasons to those behind the emphasis on IDIQ contracting, we’re also seeing a significant 

increase in the use of small business IDIQ vehicles, including GSA’s Alliant Small Business and DISA’s 

recently established Encore-2 Small Business set-aside contracts.   At the Veterans Administration, for 

example, they are setting aside contracts for small, disadvantaged, veteran-owned businesses as their 

top acquisition priority.  This adds to the panic around the beltway, because it’s hurting large business 

incumbents, who are being forced to give up at least 51% of the action on follow-on competitions.   

Large incumbents not only lose half their revenue on these re-competes, but they also lose control over 

key aspects of the proposal as well as ongoing positioning at the customer interface.  

So, given the crazy market environment I’ve described, what should the companies in this room do to 

survive?   The answer is clearly different depending on your specific marketplace niche.  I’d like to spend 

the remainder of my remarks discussing how small businesses and large businesses in the IT services 

sector, hardware and software system providers, and carriers can weather the storm.  

Based on what I’ve just said about IDIQs, if you’re a small company with the right contract vehicles 

you’re in a sweet spot.  Your challenge is to maximize the value of these vehicles by stepping up to the 

plate with the resources needed to capture the growing number of task orders being shifted to these 

vehicles.  This isn’t just a question of resources, either.  Most small companies lack mature processes for 

business development, capture, proposals and pricing.   Lately, we’ve been seeing more large companies 

bankrolling their small business primes and providing the BD, capture, and proposal support needed to 

win.   This has upped the stakes on Small Business task order competitions, and puts the small guys who 

don’t have a big brother with deep pockets behind them at a disadvantage.  I think the bottom line for 

small businesses in the current environment is that if you have the right contract vehicles, get ready to 

make the most of them.   You’ll have a unique opportunity over the next few years to grow like crazy, 

but only if you can belly up to the bar with the resources needed to put together winning teams, write 

strong proposals, and price them to win. 

If your niche is IT services, you have a different set of challenges.  The game for IT services companies is 

largely driven by labor rates, so you should be placing your highest priority on pricing strategy.    All of 

the panic around the beltway is going to result in price competition unlike anything we’ve ever seen.  

You need to leave no stone unturned to end up in the winner’s circle as the bidder with the lowest 

evaluated price.   This includes a close look at the fundamentals – your fringe, overhead, G&A and labor 

costs.  But that’s just for starters.  You’ll also need to drive down the cost of equipment, spares and 

maintenance included in each bid, as well as your subcontractor loadings.   And don’t put off your bid 

pricing until the last minute - there’s too much work to do.   Pricing needs to be embedded in your win 

strategy and your solution designs up front.   
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So, given the growing intensity of price competition, can you win federal IT service contracts today and 

still make any money?  Well, if the reorganizations and layoffs are the scariest thing about the current 

market environment, the question of how to make money if you’re a winner is the ugliest part.  Until the 

government moves its central focus away from price and back to true best value, the only way to win 

and make money is to game the system.   Another way to put it is that, in today’s marketplace, you need 

a carefully designed win strategy, but without an equally carefully designed get-well strategy, you’re 

sunk.  You need to understand the customer environment well enough to know the difference between 

the evaluation model that the government uses to select the winners and the reality model, which 

reflects what you’ll be able to sell after contract award.  You’ll need a price-to-win.  You will also need to 

have insight into the difference between the letter of the requirements, as spelled out in the words of 

the RFP, and the actual, on-the-ground requirements and expectations of your customer.   The name of 

the game today is to bid a bare-bones solution that meets the letter of the RFP, but to know your 

customer well enough to anticipate the modifications they will want and need over the life of the 

contract.   

It’s tough enough, in a normal market environment, to understand and project how a contract will play 

out over a three to five year period.  Today, the challenge is multiplied because the professionals who 

have the customer insight and experience to help you understand the reality of the customer 

environment are the same people that you just laid off in your most recent round of cutbacks.  This will 

leave many companies around town with an impossible choice – either lose your upcoming 

competitions by bidding too high, or play bet-your-company by bidding low without a workable get-well 

strategy.  It’s like going into the battlefield without accurate intelligence or a realistic battle plan.   The 

bottom line for IT services firms is that, as you trim down to fighting weight to win the upcoming round 

of price-focused competitions, you need to continue to invest in resources that will allow you to win 

smart, not just to win cheap. 

Let’s now take a minute to turn to the hardware and software system providers.  On the one hand, they 

have a lock on the market since agencies need to renew their licenses and their O&M agreements or the 

government comes to a grinding halt.  Though the big software providers have pretty much guaranteed 

an ongoing revenue stream with the government through enterprise licensing agreements, both the 

software and hardware system providers, and their stock holders, have an insatiable appetite for growth 

that won’t be filled just by renewal business.  Here’s where the challenge comes in –where will the 

system providers find the next growth spurt?   

For the system providers, I think it comes down to two things.  The first is the business case.  The OMB 

has let agencies know that they’ll be holding back 10% of the IT budget to reserve it for investments 

with a compelling business case.   The ability of the system providers to put together and communicate 

the business case for next generation investments like Voice-over-IP will determine their fate.   The 

business case is the language that OMB understands, and that CIOs are beginning to learn – but they 

need help.  Regardless of who wins in November, any major new investments will receive serious 

scrutiny before government IT executives can command scarce budget dollars, and the business case is 
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the best way to shake these dollars free.   And with the growing emphasis on enterprise architecture 

and enterprise-level solutions, it will be more challenging than ever for government customers to hide 

below the radar scanning for rogue spending on IT systems. 

The second strategy available to the system providers is to ride the new wave of interest in cloud and 

capacity services.   Cloud and capacity services are not just trends – they represent new ways for the 

government to get their hands on technology with limited up-front investments, and they offer the 

promise of greater efficiency down the road.   Just last Thursday, September 27th, the Wall Street 

journal reported on a recent study that found, “…companies favoring the cloud model not only save on 

hardware and software purchases.  They also spend 40% less on consulting fees and 25% less on 

personnel costs over a three-year period than companies favoring on-premise solutions.”    Not only is 

this a compelling business case argument, but the growing adoption of cloud solutions by Corporate 

America will make it easier for risk averse federal decision-makers to follow.   

I’d like to conclude with a few thoughts on the carriers and related facilities-based service providers.  

Carrier solutions offer all the advantages of cloud and capacity solutions with one exception – they’re 

already there – connected into every government location with a government-wide, long term, 

relatively flexible contract vehicle.   You’d think that with this one-two punch, the carriers would be at 

the top of the competitive pack, but they’re still primarily providing the government’s agencies and 

departments with near-commodity Wide Area Network and access transport services.  Their challenge is 

to move up the value chain by leveraging their unique customer positioning and facilities-based model 

to offer more cost-effective solutions to agency administrative and mission requirements.  The recent 

acquisitions of Terremark by Verizon and of Savvis by CenturyLink create new opportunities for these 

carriers to move up the value chain and compete for the emerging cloud services opportunities.  The 

carriers’ unique positioning with mobile services provides another significant opportunity for growth.  

But the carriers, like the rest of the federal IT industry, are operating under serious cost constraints, and 

have had their own rounds of reorganizations and layoffs.  Will they be able to leverage their unique 

positioning to expand federal market share and move up the value chain?  Stay tuned. 

So there you have it.  Some scary stories, some data points indicating that the sky isn’t really falling, and 

some advice for how small businesses, IT service providers, hardware and software system 

manufacturers, and carriers can survive today’s crazy federal market environment. 

Thank you. 
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Warren Suss is President of Suss Consulting, Inc., headquartered in Jenkintown, Pennsylvania.    The 

company has been delivering results for leading corporations in the federal government information 

technology community for over 30 years and now provides consulting services directly to federal 

agencies.  Suss Consulting consists of over 70 senior professionals in federal IT, networks, and healthcare 

IT. Suss Consulting  provides corporate clients with strategic planning, market research and opportunity 

capture support, including capture management, price-to-win, competitive analysis, proposal strategy, 

planning, management, editing, and writing.   Suss Consulting has helped their corporate clients win over 

$50 billion in new federal contracts. 

The company has completed assignments directly  for  federal  agencies in areas including technology 

strategy, information management, local service strategy, CIO organization design, video 

teleconferencing, IT investment review, VoIP planning and implementation, ERP services and systems, 

call centers, financial management, “Get to Green” support,  and agency performance reporting.  Suss 

Consulting holds a GSA Federal Supply Schedule70 and a GSA MOBIS Schedule. 

 



suss (’sës) vt   1. to inspect 
or investigate so as to gain more 
knowledge—usu. used with out 
2. figure out—usu. used with out.

                                                                                               Merriam Webster’s Collegiate Dictionary

What do you look for 
in a federal IT consulting firm?  
A long, proven track record of 
delivering results with high value for 
its clients? Consultants who customize 
each project to address each client’s 
unique objectives, constraints and 
culture? Trusted advisors with the back-
bone to make sure clients understand 
risks and costs as well as opportunities? 
Respected professionals you are proud 
to be associated with, who will never 
violate client non-disclosure agree-
ments and are widely recognized in the 
industry for their trustworthiness and 
ethical standards of conduct?
 
Suss Consulting, Inc. has been deliv-
ering high value results with integrity 
for over thirty years. Suss Consulting 
specializes in helping corporate clients 
identify and capture opportunities 
throughout the Defense Department 
and civil agency IT marketplace. Suss 
Consulting has helped their corporate 
clients win over $50 billion in new 
federal contracts. Suss Consulting also 
provides services directly to federal 
agencies.   
Our services include:

•	 Strategic	Planning	

•	 Proposals		

•	 Opportunity	Capture		

•	 Sales	&	Business	Development	

•	 Market	Research	

•	 M&A	Due	Diligence	

•	 Competitive	Analysis	

•	 Black	Hat	Reviews	

•	 Color	Team	Reviews	

•	 Price-to-Win	

•	 Orals	Coaching		

•	 Technology	Strategy	

•	 Information	Management	

•	 Health	IT	

•	 IT	Security	

•	 Federal	Financial	Management	

•	 Proposal	Readiness	
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Helping clients “Suss it out” for over 30 years 




