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Cholee of ailreraft to replace F-86 for the Alr Divisicn
__dn Europe T ST Y .
{Frevious reference Jun: 19)

1. The Minister of Defence Produetion reported
on the studies hZ 'and his adviscrs had made of the problem
of choosing between the Grumman F11F-1F and the Lockheed F-
104G aircraft for replacement of the F-86 presently in
s2arvice in 8 of the 12 squadrons in the Air Divisicn in
Europe, For the Grumman the order of magnitude of cost
for 214 eircraft was $445 million; the figurs for the
Lockhszd was $420 million. Thesz costs assumed that
Sparzs and support, enginzering charges and engineering
and tooling manpower levels would be restricted and
controlled. The figures did not include allowances for ’
missiles, nuclear warheads or other armament. In either
case the alreraft would be manufactursd largely in Canada.
At the peak of production 3,500 persons would be added to
present lavels of employment in the case of the alreraft
plant and 1,450 for the enginz. Supporting facilities
would, of course, also benefit.

Substantially the complete airframe of either
aircraft could bz built sconomically in Canada. Other
than a possibllity of free tooling which had not as yet
bzen chosen by any other country, there was no indiecation
of production sharing possibilities in regard to ths
Grumman. Howzver, the Loekheed had been chosen by West
Germany, who had ordered 66 and would build 200 under
licence, If Canada chose the Lockhzad, the company would
place in Canada a substantial amount of the work invelved
in the 66 for Germany, provided the Unit:d States Air Fopoe
agreed and the Canadian government had approved tha

‘contract for the Air Division replacements by August.

Any mutual aid offers would alsec be filled from the
tooling placed in Canada for this purposz. The engine,
which was the sams for both aircraft, could also, in

large part, be built economically in Canada. The bulk

of the items for electronice and fir: control were within
the capabilities of the Canadian electronics industry and
ne recommended that they be produced in Canada, A4s
regards production sharing generally, it was intend=2d to
offszt what procuremznt had to be done in the United States
o¥ using every effort to have sub-contract work for common
programmes or for Ameriecan procursment pleeed in Canada.

There were three possible methods of cheoosing
the eontractor for the airframe: allocate to Canadair on
é& negotlated price basis; request proposals from Canadair,
de Havilland and Avro with firm prices on as many elements
of the programme as possible, in corder to asscss the
competitive position of each company; or allocate to
Avro on a negotiated price basis.

Canadair's manpowsr level was 9,300 now but
by 1961 it would be reduced to 1,000, This level would
be uneconomic, but the company had to bz maintalned in
operation as it would be supporting most of the other
alrcraft used by the R.C.A.F. Canadair had a successful
record of manufacturing under licence with several firms,
ineluding Lockhesed; it had made successful inroads in the
commercial fizld, and any serious drop in employment would
adverscly affect its ability tc continus in this field.



The contract for items in the BOMARC programme would

be seriocusly affected if employmant wers to deeline
drastically; and, finally, if Canadair reczived the
alrframe eontract, the Department of Dafence Production
would snsure that a rsascnabls shares of work would be
given to Canadalir's =2xisting sub-contrzctors,

If de Havilland wsre the successful bidder,
it would have to act as a programms manzagsr, subcontracting
the majority of the work becauss it did not have sufficlent
space for manufacturing.

I Avro recelved the contract, the company
would have to bulld up & larg:e labour force again and
then reduce again to less than the pressnt levels.
Avrc had no firm programms for the futurs., If it, or
de Havilland, received the business, th= Canadair problem
would remain to be solved. :

Id=ally, requesting the three companiss to
bid on a fair price basis was the best approach. But
firm price bidding was unreallstlic in the present
circumstances.

As for the englnes, there were two possibilities
for production: Canadian Pratt Whitncy or Cranda Engines
Limited. It would, however, be an incompatibl:z situation
if 2 subsidiary of Pratt Whitney were chosen to manufacture
a General Electric engine, as the two firms were direct
competitors in the United States.

The Minister recommended, -

(a) that th: Locknezd F-104G be
gzlected as the replacement for the Sabre
squadrona in Europe;

(b) that the airframe contract be
gllocated to Canadair Limited on an
inecentive typz contract; and,

(e) that ths engine contract be
&lloecated to Urenda zZngines Limited,
on a firm price basis,

An explanatory mcmorandum was circulated,
(Minister's aide memoire, undated).

2. Tha Miniater without Portfolioc (Mr,
lacdonnell) said that it was the Minister of Finance's
undsratanding that this matter would not be consideresd
in his absencs.

3. The Minister of Natlional Defence said
it would be very cmbarrassing tc him when his =stimates
wzre b2fore the Housz on Thursday next toc announcz that
th: Air Division was bzing re-equipped but not to be able
to say with what aireraft. Ths Minister of Finanes was
more concerned with the allocation of contracts and tha
details involved, not ths cholece as such.
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4. Mr. Pecark:s added that th: Cabinet
Defence Committés had had the report of the Minister
of Defence Production before it at its last m2eting.
Since then the Chiefs of Staff had discuss:d the
matter further with Defence Production officials,
and had stated that they would be willing to =zo
along with a decision to re-equip th: Air Division
with the Lockhesd F-104G.

2. During the discussion the following
pecints emerged:

(a) If it were decided to acquirs
the Lockheed, $14 millicn worth of work
would be placed in Canada in respect of
the 66 machines being purchas:d by
Garmany.

(b) It was undesirabl: for Canadair
to be given most of the work, in vicw of
the fact that it was fairly busy now and
in the light of Avro's position following
the cancellation of the Arrow. The
Minister of MNational Dzfence, in his
opening statemznt on his estimates,
should makes 1t quits clear that the Arrow
could not have b2en uszd for the striks
attack role in cZurop:.

(e) The implication of the vieows of
the Chiefs of Staff was that they would
prefer a better aireraft than the F-104G
if more mon:y were availabls., It would
bz highly embarrassing 1f, at some time
in the futurs after the government had
announced a decision to purehas: the
F=104G, it bacame known that the Chiofls
of Staff were, on military grounds, in
favour of a different and presumably
more =fficient type of zireraft. The
Chi:fs of Staff shculd be askzd to
submit a firm recommendaticn on the
F-104G, taking into account all the
factors involved, befor: th: Cablnect
r<ached a decision.

(d) Assuming a decision was taken
now on the type of aireraft, the iir
Division would nct be completely re-
2quipped for five years. It would
probably bz another five years after
that bzforz the Loeithesd or the
Grumman would c=2ase to be effective,

6. The Cabinet approved the cholies of the
Loekhaed F-104G €C re-equip 8 squadrons of the Air
Diviszion in Europ: subject to ré¢eiving a firm recom-
mendation from the Chiefs of Staff for it, and subject
tc discussion of the matter with the Minister of Pinancs
before announcement.






