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The	   Two	   Faces	   of	   IT	  
Contract	  Labor	  	  
It's common practice to contract labor 
resources for short-term or multi-year IT-related 
projects. What's less common is deploying a 
strategy that creates the most value from these 
contracting relationships.  

There are two distinct IT contract labor models 
that serve different business needs and 
generate different value. They are the IT 
consulting model and the IT staffing firm model. 

Government organizations that better 
understand how these models work and build 
flexibility into how they award IT-related labor 
contracts will get more than completed IT 
assignments. They will produce significant, 
long-term cost savings. 

IT	   Consulting	   vs.	   Staffing	  
Models	  
Consulting firms are often hired for their 
expertise in managing highly complex projects. 
Sometimes, when the exact solution is 
unknown, the government relies on these firms 
to design, propose and implement solutions. 
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These needs are met with multi-year 
engagements and end-to-end deployments 
involving a large team of IT professionals 
coordinated by a program office operated by 
the consulting firm. 

Other needs are not nearly as complex, and 
call for short-term contracts offered by staffing 
agencies. This is typical when solutions are 
more obvious, tasks can be completed in less 
than twelve months, and only one, or perhaps 
up to a few, resources are needed. Such a 
project could include data entry, for instance, 
when the customer has tens of thousands of 
records that need to be entered into a 
database within the next three months. A 
contracted data entry specialist could be 
assigned to enter these records. Another 
example would be a requirement to run test 
scripts to meet a pressing deadline. In that 
case, a specific contracting scope could be 
developed to onboard resources to complete 
this assignment. 

Each of the examples above uses a distinct 
segment of the IT contract labor market, which 
is served by IT staffing firms. These firms 
obtain resources from the same labor pool and 
pays roughly the same rates to workers as IT 
consulting firms. However, the two types of 
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firms are fundamentally different in their 
approach to business, which leads to two 
completely different cost structures. 

Consulting resources are direct employees of 
the firm, which is a high overhead model 
resulting from: 

• Salaries paid to consultants when they are 
not working on client projects  

• Office space provided to consultants, used 
for business operations and sales  

• Management structure used to oversee 
the organization  

• SG&A costs associated with business 
development   
 

Staffing firms have a notably different 
approach. In this model, resources are free 
agents, meaning that they are only paid when 
working on client projects. Office space and 
other costs are not associated with these 
workers.  

From a cost perspective, the net result is that 
consulting firms have rates that are 41 percent 
higher than those of the staffing firms as shown 
in Figure 1 and Figure 2 primarily as a result of 
the higher overhead costs.   

Leading	  Sourcing	  
Strategies	  in	  IT	  
Contract	  Labor	  
Generate	  Significant	  
Savings	  in	  Federal	  
Government	  
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Although consulting firms' rate may be higher overall, the contracted IT 
workers generally earn the same pay. Regardless of the type of firm from 
which they are obtained, the resources are paid approximately the same 
wages for a given set of qualifications. The fact is that the market drives IT 
worker pay rates, not the firms that hire them. Should one model pay a higher 
rate, the workers would migrate to this model driving pay lower. This 
equalization of pay neutralizes any argument that consulting resources are 
higher paid, and thus deliver better quality than their counterparts from 
staffing firms. In fact, a number of consulting firms rely on staffing firms to 
provide resources during periods of peak demand. This confirms the quality 
of staffing firm resources is equal to that of the consulting firms. 

Another major difference between consulting and staffing is that staffing firms 
have a unique ability to source talent very quickly, a characteristic that is 
critically important when filling short-term project needs. Staffing firms track 
thousands of resources using proprietary databases and have instantly-
available access to valuable information on qualifications, current project 
status, status of security clearance, and other pertinent characteristics. This 
capability allows staffing firms to respond to task orders by presenting 
resources for staffing within days versus the months-long task order process 
using the agencies' IT consulting Blanket Purchase Agreements (BPAs.) The 
lightning fast recruiting ability is another reason the largest consulting firms 
augment their bench strength by obtaining resources from staffing firms. 

Getting	  the	  Most	  From	  Both	  Models	  	  
In aggregate, the U.S. federal government spends more than $20 billion1 on 
IT contract labor each year, with many of the largest agencies each spending 
more than $500 million1. A substantial portion of this spending is through 
GWACs, IDIQs and BPAs with large and small IT consulting companies. 

These spending vehicles provide a familiar way for companies to compete for 
IT consulting services contracts, but they only address the consulting 
segment of the IT contract labor market.  

Thus, these vehicles are not always the most appropriate for less complex 
and short duration needs in which project resources and deliverables can be 
provided by a staffing firm. The result is that the federal government, by 
relying on legacy agreements, often misses the value associated with the 
staffing firms.  

There are other issues that arise from awarding IT contract labor 
requirements only through IT consulting agreements. 
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First, the existing agreements may not be the most effective vehicle 
when staffing a current project or filling short-term needs. Agencies 
have needs to staff projects of lower complexity or even to provide 
additional support in periods of peak demand. By using consulting 
agreements, the government is utilizing a relatively higher-priced cost 
structure of consulting firms for IT resources that can be provided 
through a lower-cost model while maintaining the same quality.  

Second, existing consulting agreements are structured for competing 
large deliverables-based IT projects and task order competition take 
weeks or months. When procuring short-term deliverables on less 
complex needs, the customer cannot wait. 

Additionally, typical existing agreements, BPAs, IDIQs or GWACs do 
not allow the government to see the rate variance across skills (e.g. 
Oracle versus Java). Rate variances can be dramatic, so the 
government may achieve sub-optimal labor rates depending on the 
skill chosen. 

Impact	   of	   Strategic	   Sourcing	   at	   a	  
Federal	  Agency	  –	  A	  Case	  Study	  
In a recent engagement at a large federal agency, we studied the 
usage of IT consulting services. Although 100 percent of the 
requirements were contracted to consulting firms, we found that up to 
20 percent would be more effective if procured from staffing firms. We 
found that task order competitions using the existing BPA or through 
new competition took months, making this process ineffective for 
short-term needs. Additionally, we found that existing BPAs did not 
provide rate difference by skill area. These BPAs were better suited 
for large projects and needs that were best met by IT consulting 
companies. 

The sourcing strategy we developed in close collaboration with the 
customer and the procurement department created a preferred vendor 
base to meet short-term, less complex project needs. Market studies 
confirmed the opportunity and identified capable vendors that were 
staffing firms. Jointly, the team agreed on the following program goals: 

• Selected vendors must have capability to provide a breadth of 
quality resources  

• The program must allow for the quick on-boarding of workers  
• The program must result in substantial cost savings to the 

government  
• The program should help to achieve small and diversity business 

spend goals  
• Task orders should be structured in a Firm Fixed Priced format to 

alleviate risk 
 
Within six months of developing the sourcing strategy, a new BPA 
with IT staffing firms was put in place.   The new BPA achieved rates 
that were 31 percent lower than previously used rates. The BPA 
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allowed the ability to compete, select and on-board IT resources for short-term deliverables 
within two weeks instead of months.  Additionally, the program achievements included:  

• Completion of the entire procurement from strategy to execution in half the time of similar 
projects  

• All reviews were passed in the first round with no major issues being raised  
• Price analysis and discussions were completed in only 14 days  
• 100 percent of the spend was awarded to HUB Zone and SDVOSB businesses   

 
Using IT staffing companies on 5% – 20% of requirements can generate significant savings. 
Such a vehicle can also provide better fulfillment of projects, increased program office 
satisfaction and significant cost savings to the government.  

About	  Privatin	  Consulting	  	  	  
Privatin is a consulting firm that focuses on driving extraordinary client outcomes in 
government and non-profit environments.  We enable our clients to achieve unsurpassed 
results by increasing productivity, reducing costs, and improving efficiencies through our 
strong subject matter expertise in Operations Strategy, Strategic Sourcing, Organizational 
Redesign & Change Management, and Program Management. 

We have helped numerous clients achieve cost savings in a variety of spend 
categories, including IT Services, IT Hardware, Software, Wireless, Professional Services, 
Security Services, Industrial Cleaning Services, Printed Materials, Office Supplies, and 
Furniture and Equipment, among others.   

 

 

1 Source: Federal Procurement Data System  
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