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SAUDI AIRFORCE PROJECT = ECGD GUARANTEE

Thank you for your letter of 2nd May.

I regard it as of the highest importance to the Saudi Airforce
project that I take the opportunity of my visit to commit the Saudis
to the arrangements necessary for the project to go ahead as planned

I am most anxious not to prompt a limitation to the scope of

the project or the rate of deliveries. The Saudis have made very

clear that they don't want this either, not least after recent events

in Libya and in view of their growing concern about the conflict
between Iran and Irag.

project as a whole.

To force it upon them could prejudice the

To continue as planned British Aerospace need very substantial

funds quickly. We cannot wait till after Ramadan to make arrangements.

The limit we have agreed to the amount of the overdraft leaves a

substantial gap, and we cannot put ourselves in the position of seeming

to try to prevent the saudis, who themselves do not want a bigger over=
draft, from bridging this. Given the Saudi perception of this
country's part in the recent decline in oil prices - which is what has

1ed to the present problem - they would find this particularly f
difficult to stomach.

The Rt Hon Peter Walker MBE MP
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term, but to divert revenue to the

contracted for. I anm certainly in n

company, nor would I give the Saudis the impression that I was,

for the Project to go ahead.

I am sending copies of thisg letter to the Prime Minister, to

other members of OD, the Chief Secretary, and to Sir Robert Armstrong,.
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