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( b) If the undertaking 1·1e!'e repudiated, 
the 6as ;rnd oil 1ndust!'ies in the west ,1ould 
be 1n an immedia te uproa!' . Careful thought 
must then be given to the decision. It 11as 
a!'gued forcefully , on the other hand, that 
representations from priva te sources• 
respecting the question should be disregarded , 
b·Jt th1t the position of the i ndustry as a 
whole should be kept much in mind. 

( c) '.vhen Mr. Howe sent his twc letters 
he w:is exce~ding the powers granted b::,· 
Parliament . Therefore i t could be sai d that , 
if and when Midwcstern •s application to 
import were approved by the U.S . F.P .C., the 
situation would be considered on the basis 
of the then eAisting facts . 

22. The Cabinet noted the reports of the 
Prime Minister and the Acting Minister of Trade and 
Cow.merce on the assurances given by the M.inister of 
Trade and Commerce in the previous government !'eSpect1ng 
the e,cport or gas by Trans-Can:sda Pipe Lines Ltd . , and 
agreed that it be considered further as a matter or 
urgency and that , pending this study , any questions 
respecting it in the House or Commons be t aken as notice. 

1\Vro-Orenda l ay-offs; continuation of the 
CF-105 ~rogramme 

(Previous reference Oct. 25) 

23. The M<nister of National Defence reported 
thc1t the problem or lay- offs at orenda Engines Ltd . and 
-it Avro Urcruft Ltd. had been further studied by hlm and 
the Acting Minister of Defence Product i on wi th thei r 
officials and with officials of the two compani es, i n an 
~t tempt to reach a programme whlch 11ould be acceptable 
to the R.C.A.F . and at least reduce the lay-offs . 

Officials of Orenda Engines intimated there 
would 'be :m immediate lay-off of 1 ,120 men, and further 
ones u~ to a t ot a l of 1 , 370 by next June . By accelerating 
work o n the I roquo13 engine, transferring some work from 
de Havilland•s at Downsview, producing additional engines 
for 20 CF-lOO •s, :lnd by transferring some work from the 
United Kingdom, the lay- offs at Orenda would be reduced 
to 450. For t his programme $5.8 million would be required 
1n 1957-58 and $6 mi l lion in 1958- 59 . The funds required 
in 1957- 58 could be met from the present R.C.A. F. vote . 

As regards Avro Aircraft , a new programme of 
oool improvement and the production of 20 additional 
CF- 100 Mark V• s would r.educe l ay-offs by next June from 
2,100 t o 1,075 . Normal attrition would take care of a 
portion of these lay-offs . In 1957-58, $2 .5 million 
would be required and in 1958-59, $7.25 million. The 
R.C.A .:F . had no requirement for these extra CF- lOO•s 
but they would probably be acceptable as mutua l aid for 
some N. A.T .O. countries . 
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These twc> proposs.ls t·tere based on .the assumption 
ths.t the CF-105, or Arro<•r programme, t ogether with work on 
it:: Spr.rrow miasile , ,-,ould continue. r; decision on this 
important project was therefore requii:-ed now . The CF-105 
\·1:;s a ;,upersoni c fighter designed t o encounter the anticipated 
bomber threat the Russians might have :t:n the 196o •s. By 
!farch 51st, 1958, $226, 260, 000 would have been spent on 
its devel opment. It had not yet flown , and fu rther 
development and testing was required befor e a decision 
could ioe made to gc) i nto production for squadron service. 
An est imated $172,612,000 was required during the next 
fi::c:-.1 year for the Arrow and related equipment , including 
-:he Sparrow I I missile. The production programme might 
begin the year following . 

The pre-pr~duct1on programme anticipated 
construction of 29 aircr,ft. Some of these , no doubt, 
could be t :iken into squadron service if it were decided 
to equip the R .c. A . F. with this aricraft. The program.me 
for the CF-105 and its intended Sparrow missile had been 
re-assessed. It had be~n confinned that the Arrow oromised 
to be superior to any other known contemporary fighter and 
it 1•::,.s consi dered :m essenti,11 requirement or the R .c. A. F. 
The Chiefs of Staff :i.greed that the work on 1t should be 
carried forward. 

The Minister recommended that the development 
prcgramme for the CF- 105 ~nd Sp.irrow II missile proceed 
fo<- a further twelve months and a decision be then made 
.1s co 1.·;hether t he government embark on procurement. He 
; :so proposed th:,t the p rogrammes t o reduce l ay-offs e1t 
•'.lrenda Sngines and cwro Urcraft be implement ed . 

An expLrn.1tory memorandum was circulated . 
(Memorcndum, undated, un:iigned , headed "AVRO-OREND.~ Lay- Off" ) 

24 . Mr . Pearkes added that the CF- 105 programme 
coul d be stopped Ir new developments ,-,arrant1ng such i, step 
occurred . He recognized that an enormous amount of money 
1-1as in-.rolved but he could suggest no alternative. 

emerged : 
25. During the di.scussion the follo'1ing points 

(a) So fa r as the lay-offs were concerned, 
the solut ion suggested went a long way towards 
solving the problem. 

(b) As foi:- proceeding with the CF- 105, 
it w;,s a tremendous gamble . $400 million 
·,,ould have been spent before i t was known 
if the aircraft could be put into use in 
the R.C . ~ .F . However , there was no time to 
stuciy 2nd 11eigh tl1e programme 1n its 
entirety. Meanwhile , the situat i on could 
be closely watched a nd the programme stopped 
1f neces~ary . 
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(c) The Prime Minister of the Uni ted 
Kingd-,m had sa id a few <iays before that 
central ·osnki ng policy in his own country 
and probably in the U.S. and Canada would 
have to be modified. The fear of inflation 
had been r epl aced by a growing fear of' 
widespread unemployment . The lesser of 
t,,o evils was t o deal appropriately , and 
1n time, witn the question of money suppl y . 
"strong stand would have to be taken with 
the Bank of C~nada. 

(d) The transfer or some work by 
Orenda Engines from the U.K. was going to 
occi;r in any event , so there was no question 
of reducing U. K. purchases. 

(e) As regards the employment situation 
generally , an additional amount ol' money to 
the $150 million made available for low- cost 
housing should be provided. 

26 . The C~binet noted the report of the 
Minister of National Del'ence on the l ay-offs at Avro 
A1rcrert, Ltd. a nd Orenda Engines, Ltd . in Tor onto and 
on the CF-105 programme , and appr oved , -

(a) the continuation for another 
12 months of the development programme 
for the Arrow (CF- 105) aircraft , inc l uding 
th~ ordering of 29 pre-production a ircraft, 
improvement of tooling for the ~ircraft, 
~ccalerat1on or the development of the 
.Iroquois engine , and continuation of the 
necessary related progr ammes; 

(b) the continuation of the Sparrow II 
miss i le programme; 

(c) the procurement of an additional 
20 CF- 100 Mark V aircraf t and the 
,convert i on of the Orenda engines necessary 
:for them; and , 

(d) the t r ansfer of certain engine 
repair and overhaul work to Orenda Engines, 
Limited. 

Legislation; War Veterans Allowance Act 
amendment 

(Previous refe rence Oct . 24) 

27 . The Min~ster of Vete rans Affai r s said 
t,1at 1,;; would be desfraol e !'or t he cnanges in t he benefits 
to come into effect on the same date as the i ncreased 
benefits in the other social security measur es to be 
introduced t his session, that is, on November 1st. 

28 . The Cabinet agreed t hat the approved 
bill t o amend the War Veterans Allowance Act be furthe r 
revised to provide that the incr eased benefits beccme 
effective November 1st , 1957 . 
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