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(1) A “new start” should not be initiated until possibilities of obtaining the
product or service from commercial sources have been explored and not until
it is approved by the agency head or by an assistant secretary or official of equiva-
lent rank on the basis of factual justification for establishing the activity under
the provisions of this Circular.

(2) If statutory authority and funds for construction are required before
a “new start” can be initiated, the actions to be taken under this Circular should
be completed before the agency’s budget request is submitted to the Bureau of
the Budget. Instructions concerning data to be submitted in support of such
budget requests will be included in annual revisions of Bureau of the Budget
Circular No. A-11.

(3) A “new start” should not be proposed for reasons involving comparative
costs unless savings are sufficient to outweigh uncertainties and risks of unan-
ticipated losses involved in Government activities.

The amount of savings required as justification for a “new start” will vary
depending on individual circumstances. Substantial savings should be required
as justification if a large new or additional capital investment is involved or if
there are possibilities of early obsolescence or uncertainties regarding mainte-
nance and production costs, prices and future Government requirements. Jus-
tification may be based on smaller anticipated savings if little or no capital
investment is involved, if chances for obsolescence are minimal, and if reliable
information is available concerning production costs, commercial prices and
Government requirements. While no precise standard is prescribed in view of
these varying circumstances a “new start” ordinarily should not be approved
unless costs of a Government activity will be at least 10 percent less than costs
of obtaining the product or service from commercial sources.

A decision to reject a proposed “new start” for comparative cost reasons should
be reconsidered if actual bids or proposals indicate that commercial prices will
be higher than were estimated in the cost comparison study.

(4) When a “new start” begins to operate it should be included in an agency’s
inventory of commercial and industrial activities.

c. Existing Government activities:

(1) A systematic review of existing commercial or industrial activities (in-
cluding previously approved “new starts” which have been in operation for at
least 18 months) should be maintained in each agency under the direction of the
agency head or the preson designated by him as provided in paragraph 8. The
agency head or his designee may exempt designated activities if he decides that
such reviews are not warranted in specific instances. Activities not so exempted
should be reviewed at least once before June 30, 1968. More frequent reviews of
selected activities should be scheduled as deemed advisable. Activities remaining
in the inventory after June 30, 1968, should be scheduled for at least one addi-
tional follow-up review during each three-year period but this requirement may
be waived by the agency head or his designee if he concludes that such further
review is not warranted.

(2) Reviews should be organized in such a manner as to ascertain whether
continued operation of Government commercial activities is in accordance with
the provisions of this Circular. Reviews should include information concerning
availability from commercial sources of products or services involved and feasi-
bility of using commercial sources in lieu of existing Government activities.

(3) An activity should be continued for reasons of comparative costs only
if a comparative cost analysis indicates that savings resulting from continuation
of the activity are at least sufficient to outweigh the disadvantages of Govern-
ment commercial and industrial activities. No specific standard or guideline is
prescribed for deciding whether savings are sufficient to justify continuation of
an existing Government commercial activity and each activity should be eval-
uated on the basis of the applicable circumstances.

(4) A report of each review should be prepared. A decision to continue an
activity should be approved by an assistant secretary or official of equivalent
rank and the basis for the decision should appear in the inventory record for the
activity. Activities not so approved should be discontinued. Reasonable adjust-
ments in the timing of such actions may be made, however, in order to alleviate
economic dislocations and personal hardships to affected career personnel.

8. Implementation: Each agency is responsible for making the provisions of
this Circular effective by issuing appropriate implementing instructions and by
providing adequate management support and procedures for review and follow-up
to assure that the instructions are placed in effect.
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