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Allocation of <'ontract for Lockh,•ed i"-1•'4G 
(Prev!ous reference Au&. 10) 

3 . The t~in i ster of Dc!'ence Pr:>ducti~n ret:"~n~ted 
that tenders for the manufacture of the L~ckheed F-i04G 
had been received from de Havilland , Canadai•• and P..vr-o 
air-craft . The bid of de Havilland wai; almost. 5C [.'er cent 
hic:he-r- than the other two who had provided almost identical 
te,,ders . D<l Havilland apparentl d i ci not ha,·e facilities 
to manufacture the plane 1 t3elf anc: had to 50 to sub-contract 
for most or the wo:•k . T·he f i gure of Avro wa s slightl,· 
l ower than that of Canadair bu t din not appear realistic . 

4 . Mr . O'Hurle· pointccl out t ha t the t i me 
e l Jl'le nt was of essence a nci, of t he three companies , Canadalr , 
owint:; to the fact t ha t it haci past experience in ;,roducine 
Lockheed aircraft under l icence, l•!as in a more fa vourable 
position . A dec i sion had to be reached on the allocati on 
of the contract prior to the 17th of Auc;ust if contracts 
in connection with the manufacture of 66 Lockh eed a ircra ft 
for W-est GE.-rmany were to be obtained . 

It was t he vie1·1 o:: t he Departm2nt of Dafence 
Prodiuct i on that i t 1·1ould not be possible to support three 
r.-,ajor a i rcraft, fir1.1s in Canada . Canadair Ltd . had been 
1c.a rked l y r.-,01·e successful i n commercial sales than Avro 
,ohich seemed to have made no efi or, in obtaining corr:nercial 
contracts. If the contract were a-,arded to Canadair other 
i,;:,vernment contracts would benefit as a result of lower 
overhead , whic h 11ould mean a savin6 uµ to $12 . 5 n:illion 
over a five -·.,1ear period; fu~--ther more , the compan~.1 would 
be- i n a position to assign cxpcriericed workers to this 
programme as other contracts phased out . Avro, on the 
oth er hand , ,.-,ou!d have to build u::, a large labour f orce 
a gain for a short period of time arij then reduce to probably 
less than 1 ts present manpower level . On the other hand , 
an a,·rard to Avr:, •.-1:,uld be of benefit to the Canadian 
11:overnment in that th~ Crown ~;uul,: oe re 11eved of t he 
pa:•mer.t of $ 2 nillion under the- terms of the Car.-i t al 
Equipmen~ Agreement . On the overall baois award of the 
contra ct to Canadair woul d r esul t in a savine of approximatel:: 
$9, 75C,OOO . 

5 . The M1n13ter of Finance sai d that allocation 
of this contract had been carei'ully exami ned b the Treasur :­
Boa rc' . Th; Boar(] had come to th~ conclusi on that the 
proposal by Canadair was the most advantageous to the Crown 
in te rms of cost , realism of the estL.iate a nd demonstrated 
abi l i ty to perform generally and to manufa cture on a l icence 
art·ang,•ment 1n particular. The Board has also noted that 
the manufac t ur e of the engine , of almost equal dollar and 
empl o:,ment size to the, a irframe manufacture was being 
allocated to Orenda Engi nes of Malton , Onta rio . The Board 
had a i so agreed that the manufacture of the aircraft by 
Canadai r would pr:>Vide a more stable aircraf't industry , 
while award in;, it to iivro 1·1 ould rt>quire a rebuildinr, 
of that company':, work f orce with a serious re -adJustment 
of e 1~ployment be1nf r,;<quired once a ;_ain in a relative 
short period of tine . 
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Ee also pointc·6 Ol"t. ~hat t~h> Board had 
f';- lt tha-; th'2' r.1ain terms of a nv contrac t 1..;i th a s~cce-ssf~l 
company shoul d be accepted befor e t11c ciloice i<as final l 
made . T!10 f i rrr.~st possibl e arrangem0nt s:lould be Jecured 
in order to place upon the company the responsibility for 
successful rnana .:;ement of the contract i n financial as w<el l 
a:; t e chnical te rms . The Board had r cicommended that Canada i r 
be off ered the first opportuni t ~· to ma ke i ts proposal a 
fir rr. bid on ti1e basi s that i ts proposed cost l'iOuld be a 
ce i l i n:;- price , the co3t to the- Cro,,,n to be the actual cost 
of manufactur..? up t') that amount, wi th the manufacturer t~ 
r ece i ve a r ca3onablc proportion of the savings which would 
ari ~e i f the actual cost fell bel0\·1 the ceiling . On such 
terms , thE· company would have to accept financial respons ibilit,, 
for compl e t i on of t he contract on tht: basis of i ts own 
proposal . 

6 . Mr . Fleming , in addition, po i n ted out t hat, 
in orde r to limi t the incidence of change i n desi~n (the·, 
had been frequent dur ing the development contracts of t he 
CF-105) , the Board had suggested that 1n i ts approval of 
any contract tha t major chanses would have to be approved 
b the Board or the Cabinet and that t he cour se of the contract 
be monitored closc1,. b'." a sen1.or com[1ittee of officials 
from th?. Depar tmen t · of Nati onal Dafe nc:: , t he Depar tment of 
Defence Producti on and the Treasur: Board Secre tar iat . 

. Explanator y r.:emoranda we r e- c irculated , 
(Aide Viemoire , Aircraft Branch , Dc-partmcn t of Defence Produc tion 
Aug . 11,1959 and ~ierr.or andum, Chai rman , the Treasur·.- Board , 
Au6 . 12 - Cab . Doc . 21~3-59) . 

w0re ra i se d: 
7 . ~n;,- the disc ussion th<: foll01·1in,~ point s 

(a) It 1·1ould not be profi t able 
to obta i n a new fi gure rrom de Havi lland 
since the were obliged to sub- contract 
a ve l:'y l al',;;e part of' the wor-k . To i. or.11; , 
this mitht have the advantai.;e of spr r·aclin ;, 
the wor'.< a cro30 the country . This a dvanta ge , 
hot•h;ver ., wa s great l ;, of'f' .;ct b:, the fact that 
the de Havi lland ' :J fi gure wan almost 50 per cent 
hisher than its compe titors . 

(b) By awarding the contract to 
C:.nadair , the e overnmen-: wou l d , of course , 
find i tself in a positi on of hav i n?, to 
defend t he award to t he second 101,est bid . 
The Defence Production Depa rtment had a dded 
$3 .3 mil l ion to t he Canadair bid on the 
a3sumpti on that labour cost5 mi ght rise . 
However , Canada i r had i;iven t he assurance that 
there would be no escalation on labour or 
material. Ther efor e, by r emoving this 
amount of' $3.3 mi lli on the dif ference betw1een 
Avro a nd Canadair had been 1·educcd 1:0 ~l. 3 m:!, l lion , 
Ca nadair had a series of c ontracts l'lith the 
sovernment which would c aust· a reduction in 
ove r hea d over the· life of' the propo:ed contra ct . 
Avro on the o thc- r hand , had no prosp~c t:, for 
f u ture commercial work . This would , of cours,' , 
cause an i ncr·ca :;e i n ovcrhcal . . 
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(c ) Some felt ;;, .a i; t e t0ver m,ent 
would be subjt?ct to cr1tici::;m and wo•.1lci 
be accused of carr1 inJ its ao t a .:;oni :;m to 
Avro to t~1e point ~f not awardir,:,. 1 t t .... e 
C?ntract wJ;er, it was t·· e lo:·1est bidder 
by $1 . 5 million . In anm·Jt)r , J~owever, it 
could be oointed out t hat t :,e contract 
for t 11e eOi 1nes !1ad been awarded , i.•i1 thont 
tender , to 0renda, a subsi diar·· of Avr-o 
i:i t 1e t•ialton area. Trte en•-1ine represented 
31 per cent of t~e coat of t c aircraft 
and t e airframe 36 per ce 11 t . Ti1e number 
of people employed wo,1 l d be approximatel • 
t :~e same in t he two coritrac .. ,s . Attent i on 
s: ,oul d be drarm to this fact in annot1ncemen t 
of t ,,e awa rdin;: of t:-:e contract to Canadair . 
R:?f"erence s i10uld also be made to t l.e sav1nr, 
to tl1e Trea:;ur ; of over $9 1>illion a nd to 
t r.e ,-;eneral pol i c: of s pread ins 6overnrr.ent 
contrac ta bet1·1een clifferen t ·.eo -rap'1i cal 
areas 11!,erev(?r possible . I t. 1·1as evident 
t.1at t·.e stater.1ent t·Hlll ld r ave t? be most 
care full ··· drafted . 

(d) If t e award ,-,ere n:,:, made 
to Canadair, up t :, 8,000 workmen wou ld be 
lai d off t,1ere in 1961 unless t ,1e pla nt 
r..eanw.:ile obta ined addi t ional orders . 

8 . Tre Cabinet a~reed t o p ostpone to t he 
follm~i ,i-_ r.;eetin ,· dec151on on t r.e award1 n:,. of t :1e contract 
f or t he manufacture of t,;e Lock'-eet.l F-104G airframe and t:·.at , 
mea nwhile , t;,e Minister of Finance , t;-e Mi nister of 
National Defence a nd t :,e Mi ni ster of Defence Production 
W0l' l j draft a statement t ·1at would be appropriate s hould 
it be decided that t ;ie contract was to be a1·1arded t :1 Canada1r . 

Allocat ion of contrac t f or CC-106 0uerat1onal Flie;h t Trainer 

S' . The Minioter o:f Defence Producti on said t:1at 
t e de sirabili t:,- of calli n;; cor,,pe -c itive tender$ on tr.:: 
CC-196 0pera1-iona1 Fli .: ht Trainer rat ,,er t ,·an allocatinr 
t·,1s contrac t wi t .out, comoe t 1 t 1or, to Canadian Aviation 
Elec tronics as requested t>,· t his firm, :1ad been reviewed 
during t. ,e pa:;t sprinf. . I t i,ad been recomme nded to cal l 
competitive tenders and C. A. E . :~ad been advised acc ordinz l ,· . 
Bids ,ad been received from Red i fon Ltd . (a U . K. fir,n ) 
for a price of $1 ,07?, 978 .77 Lnd from C.A.E . for a price of 
$1 , 635, 752 . 00. Te bids were on a firm price basis . 




