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Rolls Royce and Airbus-q‘xf pdb(’ T

Lord Carrington has been faced with a somewhat awkward
request from RR, at board level, that he should send a
message of support to the appropriate Saudi Minister (Prince
Sultan) backing RR's efforts TO have the RB 211 engine
chosen for the Alrbuses That the oaudis are said to be on
the point of ordering. Your Secretary of State minuted to
the Prime Minister on the subject on_ 30 September.

As you know the value of the order would be substantial:
£100 million initially with the prospect of a further £150
million for follow-up orcers with Saudia. Also at stake is
RR's position as sole supplier of engines to Saudi Arabian
Airlines hitherto. Furthermore this may be RRE's last chance
of Taunching their engines on the Airbus with significant
prospects of further business in the Middle East and else-
where.

For all these reasons Lord Carr;ncton is disposed to do
what he can to help Rolis Royce. A personal message to
PrInce sultan, whom he knows well, might help to tilt the
baTARCE* in RR's favour although we understand that Pratt and
Whitney are currently making the running with a very
attractive financial package.

The complication arises from the negotiations with our
Airbus Industrie partners on the production financing
arrangemcents wnich would be needed if Rolls won the order,and
which are explained in your Secretary of State's minute.

Lord Carrington understands why this tiresome problem cannot

be resolved until the contract is secured since it would be
impossible to force our partners to negotiate on a hypothetical
case, But he is concerned at the risk that HMG might find

the conditions unacceptable at the end of these further
negotiations and RR would therefore be prevented from carrying
out the contract. The consequences for Anglo/Saudi relations
and his own standing with Saudi Ministers if he had sent a
personal message would obviously be unfortunate.

It is clearly not reasonable to ask that Ministers

/should
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should give a blanket assurance that if the AI negotiations
did not go our way, HMG would cover the additional costs
of fulfiling the contract. But before taking a final
decision Lord Carrington would be grateful for your
Secretary of State's urgent comments on whether the risks
of him acting as proposed are acceptable. I should be

s

grateful for a reply by close of play on 3 December.

I am copying this to Michael Alexander, who may also
wish to comment.
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(G G H Walden)
Private Secretary

I K C Ellison Esq
Department of Industry
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Fromthe Secretary of State
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I'yr Secretary of State does not wis eopen the question of
the letter to Ior > Ffadzean for which iﬂ' Prime Minister's
approval was given in Tim ILankester's letter of 6 October. He
' ' ‘ ' ment which might be of
\ture.

general will hardly be
approaching a potential
down the circumstances and conditions
1 d > whether a sale might take place. He would
:dﬁgjhu o O“MFVF,ole to have decided whether in the
resort the Government would be prepared to underwrite the
so that Rolls Royce could press their case without any
Zs3; it would have then been up to the Saudis to negotiate
with Airbus Industrie and for the Government and British
Aerospace to extract the best deal possible from the airbus
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