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EXECUTIVE OFFICE OF THE PRESIDENT

BUREAU OF THE BUDGET
WASHINGTON 25, D. C,

BULLETIN NO. S5els - Janvary 15, 1955

T0 THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Commercial=industrial activities of the Government providing |
products or services for governmental use

1, Parpose, This Bulletin initiates a review of those commercial-
industrl ype activities conducted by the Government that provide serve
ices or products for its own use which could be procured from private
enterprise through ordinary business chamels (heresfter called commercial
activities), It also sets forth Government policy with respect te both
the starting and carrying on of such activities,

The fact that this Bulletin does not deal with products or services
provided directly to the publie in no way relieves the agenclies of kesep-
ing such activities under constant review and reevaluation as to the need
for the Government to csxwy on such activities. The results of such rew
evaluation will be reflected in the legislabtive and budget programs.

2. Policy, It is the genersl policy of the administration that the
Federal Government will not start or carry on any commercial activity to
Provide a service or product for its cwn use if such preduct or service
can be procured from private enterprise through ordinary business channels,
Exceptions to this policy shall be made by the head of an agency only
vwhere it is clearly demonstratad in each case that it is not in the public
Iaterest fo procure such preduct or sexrvice from private enterprise,

3+ Respansibility. In furtherance of this policy, the head of sach
agency sh give perdonal. direction to the accomplishment of the review

(inventory and evaluation) of the activities of his agency whiech fall
within the stcope of this Bulletin. He 5hall agsign to a member of his
key staff the responsibility for direction and coordination of this
Program throughout the agency. '

L. Scepe and coverage of review, fThe review wlll comsist of two
phases: (a) zn Jmmediate iinven ory of all commereial activities, and
(b) an evaluation of these activities, to be spread over a longer period
of time, e Iirst evaluation will cover manufacturing activities as
sel forth below. This will be followed periocdically by similar evaluas
tions of other commercial activities, such as wholessle and retail trade,
repalr and business services, construction, transportation, commmication,
public utilities, agriculture, forestry, fisheries, and mining, Instrc-
tions for later evaluation raports will be lssued subsequently, but
agencies may proceed with a program of evaluation and action as fast a9
time permits,
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Inventory of commercisl activities, Each sgency shall prepare
an inventory of g%I COMmerclal &RCTAvLLIes,  The inventory shall identify
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The following rules will prevail ss to coverage of the review:

b,

b.

C.

d,

(="

5,

The review will cover activities carried on in the cantinental
United States and in the Territories of Alaska snd Huwaii,

In determining whether an activity is "cemmercial in nsture

and *could be procured . . ., through ordinary business channels, !t
reference may be made to the Standard Industrial Clazgification

Manual and to ordinary business practice with respect to pro-

curement of Services or products, The inclusien of an activity

in the manual will be generally considered indicative that it
may be procured commercially, There will be excluded From

coverage as noncommercial, however, those functions which are

& parl of the normal menagement responsibilities of g Gorern~
ment agency or a private business of comparable size (such as
aceounting, psrsonnel work, and the like),

Any sctivity at any one locaticm which involves an equipnent

investment of less than §5,000 and a product or service with

an approximate amual value of less than $25,000 shall be ex-
Qludedn

"activities conducted by the Government® will exclude Government-

owned, contractor-operated facilities ss far as evaluation is

concarned, but will include such facilitles for purposes of the

inventory report.

"Rctdvities . . , for its own use" will inelude the gctivities
of producing a service or product nrimari%z for the use of the
Govermment (whether the same agancy or othar agencies), even
though some portion of the product or gervice is sold or given
Yo the public, The coverage will include activities wWhich are
to provide a service or product for the use of & Governrent

agency in its officiel duties, even though the agency is engaged
in carrylng out g Service to the public (e.g., it will include

the manufacture of mail bags or the generation of power at a

wammthHmmm.waw,memwmgwﬂlaQMewe

activities of producing a service or product primarily to be
sold or given to the public (evge, 3% will exclude the genersg~
tion of power for sale to the public),

the sctivity in terms of the Standard Industrial Classification Manual,
the number of installations or the locations where the activity 1s con-
ducted, the capital asssts invested in the activity, and the average
mmber of employses engaged in the activity. Exhibit 55-LA4 indicates
the format for reporting this inventory to the Bureau of the Budget.
Instructions for this report are contained in Attachment A, :

€
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6. EBvaluation of manufscturing sctivities. Fach agency shall make
an evaluation of all 1ts commerclal actlvities which are classified as
mamuf acturing in the inventory., GCovermment-cwned, contractor~operated
activities ineluded in the inventory report required under paragraph 5
sbove are not required to be evaluated at this time,

The evaluastion should determine whether or not sach of these manu-
facturing sotivities shouwld be continued by the Government in the light
of the objectives stated in paragraph 2 above,

The relative costs of Government operation compared to purchase from
private sources will be a factor in the determination in those cases
where the mgency head concludes that the product or service cannot be
purchased on & competitive basils and cannot be obtalned at reasonable
prices from private industry, In those cases it will be necessaxy to de-
velop detailed data on such costs. In deing so, the costs of Government
operation should be fairly computed and complete, covering both direct
and indirect costs, including elements not wsually chargeable to current
appropriations such a3 depreciatlion, interest on the Governmen$is ine
vogtment, the cost of selfw~insurance (even though it is unfunded ); there
shall also be added sn allewance for Federal, Stabe, and locsl taxes to
the extent necessary to put the costs on g comparable basis, Care must
also be exercised to see that the coests of procuring material from
private scurces are falrly computed and complete, being truly representa-
tive of the lowest price the Government would pay for the quantity and
quality needed, and taking account of any applicable indirect costs of
the Government for such procurement.

The evaluation will also review the legsl suthorization for each
sctivity and determine whether congressiongl action is necessary to perw
mit discontinuance, Except where such congressionzl action would be
required, activities should be disc¢ontinued as scon as the agency head
determines that it 1s reascnably possible to do so, Where congressionsl
actian would be necesssry to permit discontinuance, the agency head shall
seek such action promptly, submitting drafts of legislation or appropria-
tion language, as may be required, to the Puresu of the Budget in the
usual manner,

The evaluation should proceed promptly so that a report of the re-
sulis may be made as provided in paragraph ¢ below, The report en each
manufacturing activity conducted during amy part of fiseal years 1954 and
1955 shall be submitted on exhiblt 55-LB, showing what the agency hesd
decides to do about the elimination, curtailment, or continuation of each
activity. The form is divided into three sections. Ssetion 4 shall be
campleted on all reportable activities, Section B shall be completed on
those gctivities which are being curtailed, eliminated, or procured from
commercial sources, Section € shall be completed for all activities which
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will continune as Government operations, Applicable questlons cnly need
to bo answered. The justification for contlnuation as = Government op-
eration must be complete. Instructions for this report are contalned in
Attachment B,

7. Applicability to Department of Defense., Inasmuch as the Depart~
ment of De§ensa 5 Tanted 1ts own Teview of these activities some months
ago, specigl inmstructions will be issued for that department in order %o
take full advantage of the work already done.

8, Ouestions and interpretations. Any questions regarding comple-
tion of the Iorms or erpretation as bo coverage should be presenved

to the respective Durean of the Budget examiners,

9. Reporting dates, The name of the individual designated to
direct the program and three coples of whaltever implementing instruc- -@
tions gre issued by the agency shall be furnished the Burean of the ”
Budget by February 15, 1955. Three copies of the Inventory reports
(exhibit 55-LA) shall be submitted to the Bureau of the Budged on or
before April 15, 1955. Three coples of the reports on evsluatlon of
manufacturing activities (exhibit 55-4B) shall be submitied to the
Buresn of the Budget on or before July 15, 1955. Coples of the evalus
tion report form may be secured in limited quantity from the Buream of
the Budget Publications Unit, code 189, extension 616, @%3

By direction of the President®:

RCWLAND R. HUGHES
Director

Abtechments
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Bulletin No, 55k

INSTRUCTIONS FOR INVENTORY HEPCRT ON
CMERCIAL aCTIVITIES

Prepare the report on letter-size paper in the format appearing on
the reverse,

4 separate report shall be submitted for each buream, Service, oxr
other major administrative unit within the sgency,

Llst cn separate pages and designate appropriately (a) those activi-
ties or services wlhich are Government~operated, =nd (b) those which are
Government-owned but contractor-operated.

Includs all commercial activities conducted during any part of fiscal
years 195l or 1955, .

Colum 1 -~ The type of activity or service should be classified as—
cording o the Standard Industrial Classification Manual (obtainable from
The Buperintendent of Documents), giving the industry .classification num—
ber and the industry title as shown in the Marmmual, and be followed by
such additional words or phrases as will help to identify the specific
activity or service. Where a major installation is itself a commercial
activity and hss a nurber of commercizl activities as components, the
instellation should be listed by its overall functions and the component
activities listed under it, Nudber each major activity comsecutively
beginning with the figure "1™ en each page,

Colurm 2 = If the activity is confined to éne or a fow Locations,
list Yhem individually, If there are many locatlons, the number of sepam
rate facilities will be sufficient if accompanied by same general indica-
tion of locations,

Column 3 = Estimate the value of cepital assets used primarily for
the acti . Use only one figure for the total of land, bulldings, and
equipment, Use same figures as reported to the General Services Adminis—
tration in its Inventory of Federal Resl Property Holdings, to the extent
possible, For those activities not covered in the General Services
Admnistration report, use same valuation basis (original cost) a5 used
for that report,

Colum Ui ~ Show the average number of pervons employved anmua on
the particular activity, fThis figure ean bg computedpb;y averaginﬁhe
fipures reported to the Givil Service Comuission on Standard Form 113,
If the operation is Geasonal, show the average employment for only the
months during which the activity was performed and indicate in paren-
theses the number of months during which the aclivity was performed.

Golurm & - Use this column for any special information considered
pertinent from the Standpoint of the development of an inventory. Do
1}0'% try to Justify the conduect of the activity here, Wherever Necess ary,
Justifications will be developed through subsequent surveys,
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To Bureay of the Budgs
Bulletin No, 554

INSTRUCTIONS FOR EVALUATICN REPORT ON
MANUFACTURING ACTIVITIES

SECTION 4, This section is to be filled out on all namifacturdng activi-

ties, Aiswer only those questions which are applicable,

Le Use the industrial title frem the Standard Indusirial (Massifica~
tion Mamual which deseribes the activity at the highest organization level
that can be analyzed as s separate commercial activity, even though it ngy
have a number of comercial activities as components, For exgmple, a
shipyard would be the indostrizl activity and not the Individual activie
ties which make up a shipyard, such as foundries s machine shops, ete,

2. Use the ¢ode number correaponding to the title from the Standand
Industrial (lassification Manual.

3« Refer to the proper pags and line of the agencyts inventory re-
port previously submitted,

L. This should be the number of similar installations, Exclude
those reported elsewhere as a part of another major activity.

5. If there are relatively few such instsllations ; glve their loca-
tion, If there is a lerger mumber of such installations, use some de-
Scriptive term, such as "at all dam construction sites" op "one in each
sedboard state,t

6. Show as subordinate sctivities the types listed in the Standard
Industrial Classification Mamual which form a part of the major activity
]..isted' in NO. l. ' .

7. This should be an estimate of the tokal expenditures attributable
to the actlvity for the fiscal Year 1954,

8., This should be an estimate of the totdl expenditures attributable
to the activity for the fiscal year 1955,

9+ Show the number of emplayees assigned to the activily who were
included on the Standard Form 113 report to the Civil Service Commissien
and the number of military persomsl assigned to the activity.

10. If the number of employses shown in No., 9 is not representative
of the normal or seasonal size of the operation, explain the seasanal

“character and give figures which reflect the maximm employment during

the peak season,

11. On =& percentage basis, account for the dispostion made during
Tiscal year 1954 of the products manufactured,



FIART L TS L

eliminated, curtailed, or otherwise modified.

WOl UFFH 2823955185 P.18

-2 -

S

12, The value of land and buildings should be the same (initial
cost) as reported to the Geperal Services Administratdon in comection
wlth its survey of resl properiy holdings, For those asseis disposed
of before or acquired afber December 31, 1953, which are not ine
cluded in the GSA survey, use the same concepb of inifial cost, or the
best estimate thereof, in setting the amsset figure. This concept should
slso govern the value placed on equipment which was not covered by the

G3A survey.

13, Check the block which indicates the anthority and circumstances
under which the activity is conducted. If it is required by law clieck
"Required." If it is specifically authorized but not required by law,
check f"Specifically suthorized,® If it is not specifically authorized
or required but has been the subject of specific congressional approval
in appropriation acts or some other legislation, check "Cengressicnal
approvall and explain the circumstances, If there is no specific ap- 9
proval, but the sgency cansiders that its basic legislation authordzes “
the activity, check "Genersl suthorization.” Use the "Other® block only
if noreof the previcusly mentioned categories is gpplicable, and explain
the circumstances, Wherever there is legislation under which the activity
3¢ authorized, give the U. 8. Code citatiocn,

1)y, Indicate by a check what the agency head determines is %o be
dene gbout the continuation of the activity. Check the block “Eliminate" ™
if the Goverrment operation is to be closed and the facilities disposed
of. Check "Curtaill® if the velume of activity is being reduced but ths
activity will continue as a Government operation, "Continue" will be
vsed to denote the decision that it is in the publlic interest for the
activity tc be conducted as a Government operation. CF, ck "Other if
the activity is being converted to a contractor-operated basis or Some
cambination of ways of procurding the product, If the "Other" block is
checked, give a brief explanation of what is wo be done, ' @

SECTION B, This section should be completed for all activities on which
Wo. 1 18 not checked "Continue, " '

15, State exactly what is to be doe,

16, Show the date on which the activity has been or will be

¥

R rEBLr L S e s —t o evaege s

A7) If the agancy head's detexrmination is not yet in ef-féct,, in-

‘dicate the exlent to which negotistdons or other actior> have nrogressed

cn the date of the report.

18, If the agency head's determination carmot be carried out bhe~
cause of existing law, summarize any legislative proposals beirg sulee
mitbed to the Buresn of the Budget. o
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19, If the assets which were used in the conduet of the activity
are to be sold or otherwise disposed of, so indlcate, If they are not
to be disposed of, give ressons,

20. I any of the assets have been disposed of, show the anount
recovered from their sale, If they have not been but will be later,
indicate an estimated amount to be recovered, adding "estimate,®

21, Use the same basis for determining the value of the sssets
bedng retained 25 was used in estimating the value of the capital assets

in ¥o. 12,

22. There will normally be an entry on line 2 end in addition there
may be one on lines 1 or 3, depending on the action beinp taken. The
first line should show savings. The second should show amounts formerly
spent for Government operations which hereafter will be spent for pPro=
curement of the preduct by direet purchase or contractusl arrangements.
The third lime should show any incresse in out-of-potket costs of prom
curing the product, whether o» not additional appropriations will be .
requested, The last line will be used for any obher circumstances which
will prevail. These need not be exact figures developed by a cost study
but may be estlmated amounts.

23, The changes in the numbers of persons engaged in the activity
will be related to ‘the answer on No, 9, The number eliminated does not
NeceSsarily mean that employment of the particular individuals will be
terminated but it does mean that the persomnel requirements of the agency
will be reduced to that extent so far as the activity is concerned,

SECTION C. This section is to be completed whenever the agency head de=
cides that the activity is to be continued as & direct Government operaw
tion,

2L, This justification must be complete, showlng the reasons why
the agency head has decided that thers is+a clear demenstration that it
is not in the public inberest to procure such product from private enw
terprise,

25, If unavallability of the product commercially is a reason given

© in No, 2k, this item will be used to indicate the circumstances under

which the product is provided by private enterprise under normal busiw
ness conditions, It should also Indicate whether the geographical loca-
tion of the activity is such that private enterprise is not in a position
to £111 the agency's needs, This should be answered only after spec¢ific
analysis of the problem and must include a description of the mteps
which the agency has talken to be sure that private industry either can
or cannot furnish the agency s needs.
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26, If cost is a reason given in No, 2k, this item will be used to
indicate the comparative costs. Since cogt shonld not usually be the
deciding facter in determuining whether to continue the operation as &
direct Government operation, this statement should show both the resvlts
of the comparative coet anslysis and the elementa which have been wsed in
determining the Government cost, both as a direct operation and if the
product is secured from private industry.
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) ON GOVEANMENT ORERATED MANUFACTURIKG AGTIYITIES

»

A
T (AEERCY) {EUREAD ) A (OATE)
ADDITIONAL INFORMATION WILL BE SUPPLIED BY SUBMITTED BYs (Stek)

NAME
{time)
TITLE TEL. HO.

SECTION A (70 BE COMPLETED ON EAGR AGTIVITY EVALUATED)

Te INDUSTRIAL ACTIVITY TITLE 2+ INDUSTRY COOE HO. 3« JHYENTCRY REFURT REFEREMGE
PAGE LikE

4. KO. OF [NSTALLAT (OHS S« LOCATION OF INSTALLATIONS

Y
N

6+ COMPONENT ACTIVITIES

T. EXPENDITURE FI3CAL YEAR 1954 § B« EXPENDITURE FISCAL YEAR 1356 ¢
9. 0. EMPLOYEFS JUNE 30, 1954 10« EXPLAIN ANY SPECIAL SEASONAL AGTIVITY
CiVILIAN
@ MILITARY PEAK EMPLOYMENT: CIVELIAN ' MILITARY
11. DISPOSITION OF PRODUCT DISTRIBUTED TO PUBLIC S0LD 10
FISCAL YEAR 19%4: - GOVERNMENT USE 4 FREE % PUBLIC
12, YALUE OF CAPITAL
ASSETS: LAND 2 AUTLOLNGS § : EQUIPMENT 8
13.  LEGAL AUTHORIZATION: SPECIFIGALLY CONGRESS HOKAL GENERAL
REQUIRE /7  AUTHORIZED /77 APFROVAL /7  AUTHORIZATION /7  OTHER q
' {(EXPLAIN) (EXPLAIN

Y. 5. CORE REFERENCE OR EXPLANATION

\GEWGY DETERMINATION: ELIMINATE /7 curtaiL /7 CONTINUE /7 OTHER [;
Al

“ {ExPL
S
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STOTION B (10 BE COMPLETED OR ALL ACTIVETIES ON WHIGH NO. 14 IS NOT GHECKED ™CONTINUE®)

—

-

i JEGIFIC AGTION 16. EFFECTIVE DATE OF ACTIN
17. STATULS OF ACTION 18, EXPLAIN ANY LEEISLATION NEEDED TO EFFEGT ACTION
18, DISFOSITION OF ASSETS 20. AMMUNT RECOYERED §

21, VALUE OF ASSETS RETAINED §

22, EFFECT OF ANNUAL EXPENDITURES 29. REOUCTION N NUMBER OF PERSOMMEL
$ LESS WiLL BE SPENT CIVILIAK
—— FEWER EMPLOYEES WILL BE
WILL BE SPENT IN A DIEFERENT MILITARY} MEEDED
MAKNER (AS FAMMENTS TO VENDORS -
OR CONTRACTORS RATHER THAM FOR OTHER (EXPLAIN) ‘@

PERSONNEL AND FACILITIES)

FDRE WILL 'BE SPENT

OTHER (EXPLAIN)

Y 10N C (T0 BE GOMPLETED FOR ALL ACTIVITIES ON WHiCH NO. 14 1§ CHEGKED NCONT INUE™ )

24. REASON FOR DEGISION TO CONTINUE AS GOVERNMENT OPERATION {IF MORE SPACE |5 REEDED ATTACH A SEPARATE SHEET ).

25, IF URAYAILABTLITY OF PRODUCT OR SERVICE COMMERGIALLY 18 REASN .EIVEN IN NO. 24, EXPLAIR.

26, IF COST IS REASON GIVEN IK ND. 24, |OENTIFY ITEMS CONSIDERED IN G0OST COMPUTATIONS AXD SCURCE OF COMMERCIAL
COSTS USED IN COMPARISONS.

@

TOTAL P.13



