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SECRET 

- 2 -

Arrow (CF- 05 ) ; s ... a te□e _t . ants 1r 
oper,at .; disc ussions wii;ii compan~ offiC'1als 

( Pr evious :reference Feb . 23 ) 

L The Minis er of Fi ance repor ed o. • t he 
:-thei .. ('.lisc ussions roiste rs ha<'f T.ern 'ol.T i t h rro 

officials with a view to the r etentio emp o~•men 
of a ucle us of the design ad research staff of 
he company . I had been tentative y agreed tat the 
ovet:>nrnent and the compan ould share eque.11 t he 

cos t of ma1 taining for a six mon t hs period , from 
arch lst j 1959J the essen i a m1n1 .. um n leus oersonnel 

of A.vro Aircraft L1m1 ted, and Orenda _ogines ... 1m1ted, 
on t he fo ll owing terms,-

(a) t he parties ~-muld share 
equall:.r the payroll costs of emplo ees 
not chargeable to other contracts or 
term1na tion cos ta of the Arrow and 
Iroquois; 

(b) the arr angemen would appl y 
to not 1ore tha 450 employees per 
onth; end ~ 

( c) the tota government 11a bi H t 
wo ld not exceed 1, 650 , 000 for the 
six mon ths per1o . 

The t nister he su m1t ed a draft 
a. nounc·emen o be made in Par liamen concerning the 
proposal ad deta ls r elated to it. The purpose of the 
sta teme·nt , apar from showing t hat he go rernrnen was 
doi ng what l t could to aee that t e la ts co t 1nue 
t o opera e, was t o provide gui de.nee o t he compa.n:· for 
1 scuss ons to be he d with its employees as to the 
natur e and extent of futur e oppo,rtuni ties of employment. 
To 1nd ce some of the techn1,cal workers o r e a n with 
Av o andl Orenda they had to be shor. n tha " there w>re 
such oppor 1.m1 ties, For t his reas on , the com a y 
hope no refere ce would be made o he a, Lmt of 
money invo ed n sharing payro l costs . The statement 
t-. ad been dra fted w _ h the se points n ~ and , t ere fore, 
it ap eared to be r 1e t y vague . I n a dd ition ., the Mi nister 
fe l t hat Par 1amen t should be more i' ,1 " inf ormed of he 
de tails of a arrangement 1nvol vine: financ i a l co ·· 1 t 1neots . 
The Pr::.me -11 ister had see t he d raft a nd had also 
expressed co cern over he fact tha" . t con a1ned no 
:refer,ence to the cos -sharin arran e rr.en . He had also 
ra15ed the question or when the anno noement mi gh be 
made. I 1n1sters who had been deal1n wl h the pr,oblerr. 
fe 1 1 t had to be made tha da • o r e 11eve .any f r t he r 
uncer ta1nt · at alton. On t he firs poi nt, r . Fleming 
had prepared a paragraph conta i n1ng mort" detal ed 

nformat1on . 
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2. Dur ng he disc ssion the f ollow ing 
pcl ts eme :rge : 

(a) Thee was some doubt as t o 
1 ,1 ethe·i:- he plan co1.Ld be 1m emented 
unde the au t, or1 t y of the pre sen 
est1 ates . S0 parate and s ecific 
a u· r1~ · would robably e required 
r om Pa:rl a e and> before an • ac on 
could be taken, a contract for the 
purpos,e would have to be .ad e with ro. 

(b) ~ en the announcement was made, 
t ere •1as bou d to be critic sm of the 
government for not taking steps alo g the 
lines proposed before the .Arro.-; uas 
cancelled . However , the words 1n t e 
statement s l ould not 1 vite this ki n 
of comme nt . I n ans1er1n ~ co me ts such 
as this, it could be said at the com any 
had not ma'e any ser1o s , ro osals about 
add i ional w rk until now. 

,( c) The co pany had sought the 
governmen s advice on whether 1 should 
sign an .agreement w1 h em lo:i,·ees ne got1a ed 
last autumn~ which provided for a re roacttve 
r~age increase a d i m roved severance pa.:i,r 
b t rhich t e employees had reJe ted . 

ow when the, wer e face d N1 th be1 g laid off, 
t he emplo ees t-1anted what the compan~: ao 
the unio representa 1ves had earl er 
agreed upon. Thi~, was a ma tter for 
ma.nagement ana : ts t·:orkers. The government 
should not ob·ect to 1t but should say 
nothing a. bout the matter. , e ne ~, contrac 
1ould provide a pay increase from as t 
Oc tober . 

( ) Offering to shar-e the payrol1 
costs of a company which was ar t or a , 
or antzation that had made substantial 
pro~ ts in Canada 1n the pas few years. as 
quest 1 enable . Howe er, there i~as a precedent 
in the case of Bri tan 1a lines in British 
Columbia , r11 th w o ,. the government had made 
a similar arrangement 1n Febr u.ary , 1958. 

(e} Avro had warned the gover.rnen 
several months agt tha t it nould be in 
difflcu~ti es in the not oo distan fu t re~ 
notwithstanding the Arrow contract . 
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3. The Cabinet~ -

(a) a greed that the .aJrol 
cost of certa i n tech ica l pers onnel 
of Avro Aircra.f • Llm:tted , a nd Orenda 
. ngines L1m1 ted , be shared equa.11:: .-,1 h 
he companies for a per1 d o.r six months 

beginning March 1s t , 1959 , on the under ­
stand ng ,-

(1) that these cos s were 
no cha..rged t o other contracts 
held b the co paoies or t o 
termination costs of t .e Arrow 
or Iroquois pro rammes, as 
determined in ac ,c ordance wi tb 
artic es 26 and 3 or the De at­
ment of Defence Produ.ct1on costing 
memorandum; and , 

(ii that the cost -sharing 
arrangement apply to no more than 
450 persons per month, and that 
the ota" government liability 
not exceed 1,650 , 000 forte a1x 
mo nths period ; 

(b) approved the statement , as 
rev ised during the 61scuss1on, regarding 
this arrange ient; a d, 

( c) noted 1th approva 1 t hat Avro 
would a gree to a labo r contract~ egot1ated 
l as t su er, and previously a_pro ed by h.e 
co pan and union representatives ut ot 
b the e plo ees providing for h'1gher 
severance pay and a wage increase e ffective 
last October . 

e l ease of Jacques Rousseau from the governmen se vice· 

. The Cabtnet approved a recommendation 
of the easur y Board that Jacques Roussea , . 1rector , 
Hu.man History Branch, National Museum of Canada, be 
released from t he govern et service , ffec t ive 
Feb•r ar..,r 2 th , 959. 

(An order in council was passed accordingly; 
P. C . 1959- / 247 , Feb . 27. ) 




