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emorandum by the Secretary of State for Defence

c;:;>: A NEW BASIC TRAINER FOR THE ROYAL AIR FORCE

gzpizster of 18 December'1984 to the Chief Secretary, Treasury, which was
5 dt? some other 9&?1net colleagues,’descr%bed tbe position then
i Fe in the cg m¢)1tlon for a ?ew'ba51c trainer aircraft for the Royal
SUbseorce (RAF) (E‘ =p1?ce the‘ex1st1ng Jet Provost fleet. We
Compegl}ently ann n a Written Answer that our evaluation of the four
Britis;ng tenders W&d shqwn tw? of Fhem A the PllaFus PC9 proposed by
Ticans Aerospace -ﬁ conjunction with the Swiss, and the Embraer
Proposed by Sh¥rAfs conjunction with the Brazilians - to have
rest, Those two firms were accordingly

Eii?r‘CUt advantages o
1ted to submit best al offers, The other two contenders -
ings with the Firecracker - subsequently

g:itlands with the A20 and
ed to do so and this wasd
2°e r:S"""ﬂluﬁticm of the four b
eValuai?lts are summarised in tHs
e thon shows the PC? and the

€ A20 and the Firecracker

final offers has now been completed;
x to this memorandum. In brief, the
to be technically acceptable.

Paper. but : ‘ e minimum specifications on
flOWn,wh? h carry ma;or.technlcal r .‘;’p-cause_the formef has not yet
that ey 1le the laFter is now'offer?m a~version very different from
Firecraziently flying. itdhat is declSI hat-the A20 and the

erefor €r are substantlal%y.more expend . With some rggret,
shoulq be’ t@at the only ?rltlsh—de31gne ontender, the Flrecracker,

- 3xc1u§ zeJected, I believe that both th¥ A20 and the Firecracker should
OPtion h? from further consxderatlo?. 'I also propose to dlSC&Fd the.

s 10; ;therto kepF open, of refurb1s§1ng Fhe Jet Provost. This option
S“bﬁtanfi €en recognised as less economical in ng run, and with the

al price reductions achieved as a resul Qmpetition it is now

€asj .
€L to fund a new purchase from the defence bu
3.

In te":E are thus left with the two front runners, tha P¢p g
job Mlcal and performance terms either aircraft is ¢4pgh

o : 3
eingatlsfactorllys though the PC9 is preferred by my myliy

nd the Tucano.
of doing the
advisers as

. 5
taskg More suitable on handling and performance grounds for training
enging Th? Tucano carries some programme and technical ris that the
timeSCaYarla“t now proposed is not yet in service, but desp tight

i Costse for introduction into service the risk is consideregZafodptable.
g the Tucano at final bid is 10 per cent cheaper to buy\?
Slightly cheaper to run. Even though BAe reduced their<
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ays, with the PC9 bringing benefits mainly to Humberside (320-350 jobs)
nd Scotland (210-230 jobs) and the Tucano to Northern Ireland (630-680
AN Attractive offset proposals from the engine manufacturers Pratt
itney could give the PC9 a slight edge in job terms but the Garrett
e for the Tucano will effect 100 per cent offset. Success is
: ly more important to Shorts' corporate strategy than to that of
regards sales prospects, whichever aircraft were chosen would be
q;g;hompetitor in world markets. On paper the PC9 appears to have
Ki e, but it is very hard to judge and there are more United
tngdo s attached to each Tucano sold. Whichever firm loses there
e adverse or beneficial effects, as the case may be, on our

ith Switzerland and Brazil; and these will require careful

cﬁﬁicmnt)- In terms of impact on industry and jobs there are arguments both

relationsg
handling,

The situation_js thus very evenly balanced. My military advisers'
PC9. This, however, is arguably to judge the
test than the minimum standard the bidding

meet in the specification issued to them. In any
acknowledge that the Tucano meets the

Specificat: S :
Pecifications laid dg hat they have not had the opportunity to fly

t x .
€ aircraft with the
to turp

th : i : 3

fa559f°r9, greater weight Eggﬁ? necessarily be given to non-operational
Ors than would otherwi he case,

De

The Our procurement policy g e strongest emphasis to competition.
= Present competition has be xtremely lively and successful one by
Standards and we would have e good reason for turning down the
a

lo .
f'west bid, 1In this regard, Shor 2% a clear advantage, whether on a

ired standard, In making the choice,

r;zzgozr firm pr?ce basis. The fir e ig); ‘of course, the more
set thes Commercial test, §nd the plac of the firm price contract would
get aye Sgandard that we wls@ to see efence contractors follow, to
arrangei rom tbe era of variation of p 1au§es.an§ into contr§ctual
prESSureents which impose upon the c?mpa e discipline of managing cost
reSOuchs themsa}ves rather than coming td\the Government for extra

8. The in-service costs of the Tucano are also slightly lower.

6.
ratheuﬂre generally, I have the clear impressio;gi:3§ Shorts have put

e dorszore effort into this competition than hg{ye Rde and would'contin?e
. : Such an impression
or so spread over
Department

ant for Shorts

O i not }east.in seek%ng sales in world ma b

L yearUrPr131ng‘31nce, while an order of ElSO.m1 (f
SPendq ET is marginal to the turnover of BAe (with Yk
(witp (S 30 million a ygar?, it is very mu?h more s9 >
king ie0m ve spend £37 million a year). While small 4 t of this
More neat$Ut§1de the mainstream of BAe's business, they ch
o Y 1nto the existing operations of Shorts who havge is

.
ut a 5 i . /
Ordersuseful niche in the market for simple straightforwar

Uniteq ifom the United States Army, from China and from air
ingdom (British Midland) and abroad. The Tucano orde well

CONFIDENTIAL 75




CONFIDENTIAL

©

c?i;; give'the company just the boost they need to cement what appears to be a
Pr0@151ng partnership with Embraer which may well spill over into other
IOjects, more than offsetting any potential sales losses in Switzerland.

I accordingly propose to purchase the Tucano for the RAF and I seek
dgues' agreement accordingly.

Y
<

Minigtry of Defenc

19 March 1985
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ANNEX

COMPARATIVE ASSESSMENT OF CONTENDERS : . |

1 - b £
Four aircraft have been considered in the final round; . . 5

thr'e .
€ of thep are products of overseas manufacturers who have’ g
€nte
*ed into 4 teaming arrangement with a British company
With
& view to manufacture in the UK, while the fourth

ir‘e
Cracker) is a British product, The f6bur aircraft are:=-

(a)

2 s

the Pilatus PC9 (Swiss), to be manufactured

by British Aerospace (BAe);

Wy = s S

(b)

the Embraer Tucano (Brazilian), to be

Manufactured by Short Brothers Ltd;

(e
) the Australian Aircraft Corporation A20

(Australian), to be manufactured by

Westlands Ltd;

(d)

the Firecracker NDN-IT, to be manufactured

by Hunting Engineering Ltd.

1 c E N _CO NCE
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l'l'l
Following an earlier round of bidding, "best and fFns

nd
offers were invited from BAe and Shorts. Westlands 2

. was
Huntings asked to join in the final round, and this 7
agreed.

' nat
2, The results of the best and final offers confirm £2s

n technical

-]
y 1ie

the A20 and the Firecracker are uncompetitive o

and cost grounds, and that the choice effectivel

r

the
between the PC9 and the Tucano. The latest proposal for

; Us
. he
Tucano includes a new and more powerful engine fronm k

etter
firm Garrett, which is judged to give the Tucano 2 b

performance than the Pratt and Whitney engine Previ

; ene
o
proposed; all references to Tucano below relate t

Garrett version.
‘.
h a o
nd pLEis
ve!?
RAF

N, Both the PC9 and the Tucano meet the

specification prescribed by MOD. Both have been exten

flown and evaluated by a wide range of experienc®

the
is
pilots, who have unanimously concluded that the PCY

dy
better aircraft. The PC9 is marginally superiorl in :
. . thoub
especially at high altitudes, and in rate of climb;
would

the Tucano, with a somewhat greater fuel capacity,

C ENTIA OMMERCTIA N_CON




ENTTIA MMER N_CON ENCE

Provide rather more flexibility in the pattern of training
Sorties., The PC9's performance, and particularly its
handling characteristics, are more akin to those of
frontline aircraft; by providing a greater challenge' to
Students, therefore, the PCY would in the RAF's view make
PoSsible Speedier development of training skills and quicker
identification of students suitabie or unsuitable for combat

]

aire '
raft. This said, the Tucano too would provide training to

an a0

Ceptable but less exacting standard. *
4,
The Garrett engine proposed for Tucano would be a new
varia

Dt of an existing engine and the RAF would be the launch
GuSto 3

Der. This creates some technical risk but not in MOD's

Viey
an Unmanageable one. And the Garrett engine would

mpPOV
€ the performance of the Tucano.

The 220, unlike the other three aircraft, has not yet
britiland its performance can therefore be judged only fromla
il B The latest proposals for the Firecrackér
tzcz::°Pate extensive design.changes, including new engiﬁes,
Prove performance and design standards. It is not

Qohai
3 ,
®red that Huntings could produce the aircraft within

tim 3
; €Scale required, ie with deliveries commencing in
98?/38.
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Cost

’ it
6. In the final round competing firms were asked to subm:

es:
offers for 130 aircraft on two alternative price D25

mic
fixed price (ie subject to variation for changes in econei="

conditions) and firm price (ie in cash terms and not subject
to variation). The results, including ancillary costs'F’e
as follows:-
EM_VAT EXCLUSIVE
Fixed i Pr
Price
PCY 126.8 164 .9
Tucano (with Garrett 13 5.4 158.9
engine)
A20 - 168.2 None quoted
Firecracker 160.5 198.3
It will be seen that the A20 bid is over 30% higher thal Fhe
cheapest bid, and the Firecracker bid some 25% hishe:;
Prices were further reduced by British Aerospace 20 $hed
by mid-day Thursday 14 March to give the following:~
)
PC 9 125.4 162.9 (late bid 5
Tucano 122.2 147 .3
ENT. RC N_CONFIDEN
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7.
Of the main contenders, and on the basis of the latest
Pri >

€S quoted by BAe and Shorts, the Tucano is cheaper than

the
PCy, If the Tucano were successful Shorts would receive

cent
T8l Government grants of £4.6M; the Treasury advise that
the ¥
se Should be-left out of the. comparison. Shorts have

off
fred HMg a 2,5% levy on the price of any aircraft sold

OVeP s
S€as; BAe have offered 1.5% on any sales in which they

tag ,
¢ the lead, Shorts' price could be abated by some £2.5M

if Mo
OD diq not take up the proffered warranty and instead

felje ;
d on Statutory and common law rights.

On the basis of 25 year life cycle costs, discounted,

Ein sy
tiference bLetyean the PC9 and Tucano bids, although

Pelaty
Vély Small, favours the Tucano.

e actor
gl

T : ;
R PCOR G o 0ok Bin  budllt at Bnonghy : Himbenalas and at
Festyy !
¢k in Scotland; the Tucano would be built in Belfast.

BAe
. a PCo order would account for only a small part of
0

Be 1 dealing with thei bl f acit B
o eir problem of over-cap Y ~4BY
mpa?iSQn
]

2y an order for Tucano would have a proportionately
ch

bi
88er impact on Shorts' business, and DTI judge that it

CONFIDENTIAL COMMERCIAL IN CONFIDENCE

but would provide some limited and temporary
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would fit in better with the company's long term stratesy

th
than would an order for PC9 in the BAe case; the 1ink "?

_ £
Embraer is considered to be capable of useful developmeP

tor
An order for Tucano could strengthen Shorts as a competi

it
for refurbishment and support work for MOD. Against thi R

om
could be argued that by giving the order to Shorts (for who!
MG

no further military new construction work is in prOSPectr

try
would be promoting an extension of capacity in an indus

’

where over-capacity already exists.

engine'

10. The PC9 is offered with a Pratt and Whitney

Pratt and Whitney have offered two forms of industria
] e
ncreasé -

ernatt

in the event of PC9 being chosen: they would i

UK content Q; this engine, and they would set up ab oy

theY
facility for maintenance and overhaul of the ensines

t0
ve
manufacture. They would also have an increased incenti
he RTH 3?2

undertake licensed production in North America of t ;
gak®
helicopter engine in which Rolls Royce have a major i

e
: e cas
though they may well decide to do this anyway. In th

: el
of Tucano, Garrett have made a firm offer of a 50% of £5 a2
he
way of work placed in the UK, against the value of B
: e
ple
engines, plus a "best endeavours" undertaking vie

further substantial work in the UK.

co ENTIA ERCIA N_CON
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14
Employment opportunities are assessed to be as follows:-

ECY. Tucano
Dj
T€Ct jobs: from RAF order 495 565
from exports 307 358
802 923

200-250 200-250

£

1002=1052 1123-1173

(of yi
(F Whicn . g4 Brough 320-350 )
( at Prestwick 210-230 )
in Northern 630-680 )
Ireland
Incr
che:aged UK content of 100
ratt g Whitney engines

1
Whigne, SIBERt of a Pratt and 200
facilityenglne overhaul

€xely farrett offset,
Undertazfngﬁst endeavours i

*
Setinaysy | 5001360 1\SE—I-K
to be potentially up to 115.

Sales

12-

Al .
5 hough assessment of sales prospects is difficult, the
St

ing
°Pmation available suggests that 265 copies of the

E A ENC
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: o
BAe PC9 could be sold abroad, compared with 200 copieés of ¢t

or
Shorts Tucano. BAe would get 40% of the airframée work f

nt

PC9s jointly marketed with Pilatus; British equipm®
: the

companies would also benefit. BAe see the combination °f,

A age
PCY9 and their own Hawk jet trainer as an attractive packah

for overseas customers.

ave
13. Under their agreement with Embraer Shorts would hav.

ies,
exclusive rights to market the Tucano in certain countr

r

but would be excluded from a number of Middle Eastern ma

» BDOEER

rkets

because of a separate arrangement between Embra¢

Egyptian company.

. fects :
14. Whichever choice is made there could be adverse e:

cas®
in the losing country - Switzerland or Brazil as the

® rs would

might be . . prospective Swiss order for Land Rove
theé

useé

probably be lost (though this is uncertain anyway becd
for

decision rests with the Swiss Parliament); the climate
sales of Hawk to Switzerland would also be soured: e
proportion of sales to Brazil, which currently aVerase 8%
£50M a year, could be put at risk if Tucabl

chosen, Brazil is potentially a large ma

sales, which selection of Tucano for the RAF would

a
n any case

but restrictions on credit terms for Brazil are i

major constraint on sales prospects.
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