
Item: 18719 - Library and Archives Canada

http://www.bac-lac.gc.ca/eng/discover/politics-government/cabinet-conclusions/Pages/item.aspx?IdNumber=18719

Item: 18719

Title: Allocation of contract for Lockheed F-104G airframe

Meeting Date: 1959-08-14

Reference: RG2, Privy Council Office, Series A-5-a, Volume 2745 Access Code: 90

Item Number: 18719



,.. 

S::.CRET 

- 4 

(c) If estates were author ized to 
purchase Canada Savings Bonds there would 
be some l oss in the market for regular 
bond issue s, since estates had been major 
inve stors in regular issues . Furthe rmol'e , 
as the savings bonds were redeemable at 
any time , even the i nitial ne t gain might 
shrink later t hrough resal e o f savings bonds . 

(d) On the other hand, the admission of 
e states as e ligible purchase rs 1·1ould remove 
an unnece ssary re striction ,·,hich might have 
been an irr i t ant in some quarters . Estates 
appeared le ss l ikely to redeem savings bonds 
quickly than most other kinds of purchasers. 
Moreover, their inve stment in savings bonds, 
though perhaps offset to a degree by r educed 
purchases of regular issues, would still 
l eave a net gain in borrowings . 

11 . The Cabinet,-

(a) approved the recommendation of the 
Minister of Finance for t he i ssue of Canada 
Savings Bonds, including an i ncrease in 
individual sale smen's commissions from 
3/4 pe r cent t o l pe r cent; and, 

(b) agreed that e state funds, but not 
other forms of trusts, be authori zed t o 
inve st in Canada Savings Bends . 

(An order in council 1·1as passed accordingly ; 
P .C. 1959-1043, Aug. 14) . 

Al l ocation of contract for Lockheed F-1C40 a i rframe 
( Previous reference Aug . 7:"3T·----·-

12 . The Prime Ministe r suggested that a final 
r eview of the considerations afficti ng the allocation of 
t he contract for the production of t he Lockheed F-1040 
would be useful. 

13 . During the discussi..2!)_ t he following points 
we re raised: 

(a) Award to A. V. Roz would make 
ce r t ain the operation of t he Malton plant 
for at l east two or t hre.:e years, and would 
offset t he local disappointment about the 
abandonment of the J..rrow programme . 

(b) Di s regarding second.ary economies, 
the A.V. Roe proposal had quoted the lowest 
pri ce . On the other hand, on an overall 
basis the proposal of Canadair was the lowest 
by a margin of $9 , 350,000. This net saving 
would be achieved t hrough lowe r overhead 
charge s on other government work if the award 
,.,e r e made to C anadai r . 
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(c) As a matte r of policy, it was 
de sirabl e to divide the work be tvieen the 
comix, t1 tors in d1ffet'cnt areas . The 
contract for the engine had already been 
awarded to Orenda, a subsidiary of A. V. 
Roe . This would add some 3,, 600 workmen 
to the working force at Orenda . The 
engine r~presented 31 per c ent of the 
cost of the aircraft, and t he airframe 
36 per cent . Therefore , if' the airframe 
we: re allocated to Canadair the di vision 
of the work between the Toronto and the 
Montreal area would be approximately equal. 

(d) If the award were .not made to 
Canadai r, up to 8 , 000 workroen would be 
laid off there in 1961 unless the plant 
mean\'lh1le obtained additional order:i . 

(e) The fundamental question was 
whether Canada could afford to maintain 
three major aircraft plants . The i ndustry 
was overexpanded, and it seemed unlikely 
that requirements for pilot ed aircraft or 
for missiles in the foresee .able future 
would be sufficient to keep all thre e 
plants in full operation. 

(f) The Canadair plant, though o•ined 
by a U. S . parent company, could reasonabl y 
be regarded as a Canadian c ,stablishment . 
It received no orders f rom the parent 
company . 

(g) Canadair had taken the initiative 
of seeking private orders , whereas A,V, 
Roe had failed to do so and had merely 
disintegrated . 

(h) If give n the contract, Canadair 
would give subcontracts on a widely 
decentral ized basis, ranging from the 
Maritime provinces to Fort William. 

( i) An award to A. V. Roe at this time , 
several months after the cessation or the 
Arr ow programme, would be cri tic1ze d . 

( j) Even if A. V. Roe ·rece ive d the 
contract it would merely postpone the 
evil day . It would inflate the working 
force for a brie f period, with a serious 
readjustment of employment being required 
once again 1n a relatively short time . An 
a1·1ard t o Canadai r, on th(! other hand, would 
hel p to provide the basis for a stable 
aircraft industry . 
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14 . The Cabinet agreed,-

(a) that the contract for the 
manufacture of the Locv.heed F-l04C 
airframe should be allocated to 
Canadair; 

(b) that a public announcement 
should be prepared as quickly as 
possible by the Ministe rs directly 
affected, and submitted to the Prime 
Minist er for approval . The release 
would be made by the Minis t e r of 
Defence Production; and, 

(c) that the announcement should 
refer to the general policy of spreading 
government contracts between diffe r ent 
geographical areas wherever possible ; 
to the fact that the engine contract had 
r-acently been awarded to Orenda, a 
subsidiary of A. V. Roe; and t o the fact 
that the award of t'\e airframe contract 
to Canadair wou].d save the Treasury about 
$9,350, 000 . 

Pan American Games 1963; request from City of \·linnipeg for 
financial assistance - -------"'-== 

15. The Minister of Finance said t hat a reque st 
by the City of Winn:fpeg tor financial assistance in connection 
with the 1963 Pan Am~rican Game s had been considered by the 
Treasury Board . As the City had not yet been selected as the 
site of the Games, the Board had recommended that no commitment 
o f assistance be made a t this stage . A reply t o this effect 
had been drafted . 

The Minister recalled that no assurance of aid 
had been given to the City of Vancouver until after its 
official selection as the site of the British Empire and 
Commonwealth Games . Hinnipeg had requested the sum of' 
$600,000 each from the Federal and Provincial governments . 
Tha Premier of Manitoba had written stating that the Province 
would contribute $200,000 and recommending t hat a matching 
grant ba made by the Federal government; ha had further 
r equested that up to $100,000 be made available to assist 
athl~tes from various parts of North and South America with 
t he ir travelling expens2s . 

16. During t he brief discussion it was noted that 
a non-committal response-might make ·n·1mpossible for the City 
to proceed •.·:ith its application . 




