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The temporary spending compromise that
will keep the federal government open another
six weeks has brought little relief to a large
contingent of Washington area contractors
who said the failure to resolve the budget de-
bate is delaying billions of dollars in new con-
tracts.

“It appears the [confract} awards- process
has been indefinitely deferred” at some federal
agencies that do not have approved budgets,
said Donald E. Ziegler, treasurer of Computer
Data Systems Inc., a Rockville-based provider
of high-tech data and record management ser-
vices. “Agencies are saying that they are on a
month-to-month appropriation and they are
not going to do anything until that’s resolved.”

“We have heard from the contractors. The
ripple effects are enormous,” Environmental
Protection Agency Administrator Carol M.
Browner said at a Senate hearing last week.

The EPA, which awarded $294 million to
Washington area contractors in fiscal 1994,
according to the Federal Procurement Data
Center, said it has sharply scaled back its con-
tract awards because it does not know how
much it can spend this year. )

Federal contracts are a vital source of in-
come and jobs in the Washington region. Al-
though economists cannot yet pinpoint the fi-
nancial effect on contractors of two partial

government shutdowns and the slower flow of
pew contracts, they count the disruption
among the main reasons for the local econo-
my’s poor performance.

See CONTRACTORS, A7,Col 1

CONTRACTORS, From Al

- Stephen S. Fuller of the George
Mason University Institute for Public
Policy projects that the metropolitan
Washington economy will grow by a
hittle more than 1 percent this year—
roughly half last year’s growth rate.
An economy that grows by less than 2
percent a year usually will not create
enough jobs to keep unemployment
from rising.

The slowdown in contract pay-
ments primarily involves nine Cabinet
departments and several dozen agen-
cies that still do not have approved
budgets for the 1996 fiscal year,

“which began in October. These offic-

es purchased $4.3 billicn in goods and
services locally in fiscal 1994—about
one-guarter of total federal procure-
ment in the Washington area.

Under the agreement worked out
by the White House and Congress last
week, many of these offices must lim-
it spending to 1995 totals or less, or
to 1996 funding levels set earlier by
House and Senate budget conferees.

Budget managers hope to approve
appropriations for some departments
and agencies before the current
agreement expires March 15 but ex-
pect that others will remain dead-
locked.

“Nine major agencies are in a hell-
ish state of ambiguity and irresolution
n terms of what they’re going to be
permitted to do. And we’re three to
four months into the fiscal year,” said
Bert M. Concklin, president of the
Professional Services Council, an as-
sociation of federal contractors.

. Randy Dove, a spokesman for Elec-
tronic Data Systems Corp.’s govern-
ment services group in Herndon, said
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it might be another week before the
company sorts cut the implications of
the spending deal on its federal busi-
ness. “Qur concern is the long-term
impact—-the delay in contracts being
awarded and procurements moving
forward}” he said.

The shutdowns and .the unresolved
budget debates “have created a lot of
u'ncem%ty, and that slows down the
whole contracting process,” said Hank
Steininger, a senior partner with the
Grant Thornton accounting firm who
headed a study of the issue for the In-
formatign Technology Association of
America.

Federal contracts will continue to
undergird the local economy, but the
rapid in¢rease in government spend-
ing that fueled so much of the past de-
cade’s growth is a thing of the past,
Fuller predicted.

“We’re not going to have the good
old days,” he said.

Between 1984 and 1994, federal
purchases in the Washington region
shot up|by nearly 130 percent, 10
times the growth rate for such pur-
chases i} the nation as.a whole.

Put another way, half of the entire
increase|in federal spending nation-
wide sin¢e 1984 went to Washington
area conftractors, who capitalized on
the government’s demands for out-
side technology services and manage-
rial expertise—and their own proxim-
ity to federal decision-makers.

In 1994, government purchases of
products|and services pumped nearly
$18 billion into a $150 billion Wash-

ington regional economy. The growth
of federa] spending in just one fiscal

year, 1993-'94, exceeded $1.8 bil-
lion—or tlose to the revenue of Poto-
mac Elegtric Power Co. in that peri-
od.
“The between the economy’s
growth and federal spending is clear,”
Fuller said.
The growth rate of federal spend-
ing already had begun to taper off un-

der the Chnton administration’s

But this year’s start-and-stop budg-
et debate has caused innumerable
leaks in the spending pipeline, compa-
ny officials said.

Gary Betrazuollo’s troubles are an
Hlustration of that.

His small company, Avanti Corp. in
Annandale, won contracts worth $1.5
million last year from EPA to help de-
velop pollution restrictions for the pa-




per industry and study ways to pro-
tect marine life from toxic chemical
spills. A

For short-term projects such as
these, it makes far more sense for
EPA to temporarily “hire” the chem-
ists on Petrazuollo’s payroll than to
add permanent federal employees
with those skills, Petrazuollo said.

His troubles began last summer,

when EPA froze spending on one of

the contracts that was on the target
list of congressional Republicans
seeking to scale back EPA regula-
tions. Petrazuollo had begun hiring
chemists and technicians required for
the project and had rented new office
space when the spending freeze was
imposed.

“We didn’t see any work assign-
ments [on that contract] until late
September,” he said.

Work resumed then. But the con-
tract—along with the others—was
put on hold for three weeks during
the December government shutdown.

Petrazuollo continued to pay his
employees for two of those weeks. “I
don’t want to lose them,” he said. Fi-
nally, he sent them home. “I had to
furlough myself,” he said.

The delays have cost his company
about $40,000, he calculates—equal
to half his entire. profit for 1995.
“We’ve been hit pretty hard,” he ac-
knowledged.

Petrazuollo wants EPA to at least
pay him back for overhead expenses
such as rent, but congressional aides
said that looks like a long shot.

He said he is glad a third shutdown
was averted last week. But his confi-
dence in doing business with the gov-
ernment has been shattered.

“I don’t know where this is head-
ed,” Petrazuollo said. “I'm not buying
things like supplies. There are com-
puters that need to be purchased, fax
machines that need to be replaced.
P'm not doing that. It’s very difficult
to plan.”




