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BRITISH EMBASSY,

JEDDA.

1l February, 1970,

10/5

Arms Sales to SaudiArabia

When we met at Ray Brown's last September, it was I
believe your first day in the Ministry of Defence; but I am
sure that by the end of lunch you were alreasdy aware thst
selling arms to Saudi Apabia 1s not simple. It is

certalnly not geiting any simpler.

2. In a letter of 15 October to Hubert I promised that
we would try to take a general look at prospects. We have
since been corresponding with your department and the
B.C.0, about various possible purchases on which there has
been activity stirring (notably tanks and the navy). But
we have now produced for you and the ¥,C.0. (and enclose
with this letter) a comprehensive paper in which we have
tried to set out and discuss all the main considerations
concerning the sale of arms to Saudi Arabia. Annexed to
it are (E% a table setting out all the information we

have been able to gather about present commitments and
future plans for arms purchases; and (B) a note giving the
factual background (insofar as we can get at the facts) to
present troubles over sales to the National Guard, as an
illustration off what can happen when there is inadequate

consultation between your department and us.

Bis The question of corruption is obviously crucial and I
have therefore dealt with it frankly and at some length:

for this reason, I hope the circulation of the paper will be
restricted. One possible course of action not mentioned in
the paper is that we should go to King Feisal, tell him what
is happening, and ask him to intervene. We have considered
thls before and rejected it on the grounds that we would be
unlikely to succeed, and that in falling we would antagonise
both him and his brothers. The compromise (in all senses
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of the word) that we recommend is however very much a

pis aller. Commercially and politically the "system" is at
best an infernal nuisance, and it is potentially explosive -
s time bomb under the regime I have called it elsewhere.

If there were a practicable way of extricating ourselves, we
should take it.

l,. Since I started this exercise (and started drefting this
letter) I have heard that the Saudl Arabien Government

has decided to hold a "defence review'; and invited the
Amepicans to assist in it; and that the Americans hope to
have a team coming in about two months' time. At first
sight, this looks like a nimble move by King Feisal to
postpone a bit longer decisions on arms purchases. It may,
of course, be to provide a sectoral plan for the Five Year
Development Plan by which future capital expenditure is to be
guided. Either way, the defence review should in theory clear
up much of the confusion set out in our memorandum; but I am
verysceptical of the possibility that it will. We shall

keep F.C.0. and you informed as we hear more about this.

\jzibkﬁdﬁ El*“;‘*”°L“ J

(W, Morris)

Copy to:

A, A, Acland, Esq., Arabian Department, I'.C.o.
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Memorandum by H.M. Ambassador, Jedda

Arme Sales to Saudi Arabia

The attacned table sets out the infommation we have been
able to gather about resent commitments and ideas for the
purchase of amms by tae Saudl Arabian Government between now
and June 1975 (the end of the Saudi budget year 1394-1395).

The totals for the period under the heads "actual®, "imminent/
desirable”, *"favoured" and "germinating™ are respectively ,-
£199m., £37.9m., £159m., -£108m.: a total of about £500m.,
£300m. of it uncomnitted. I start with the assumption that,
‘other thinge being equal®™, we would like to see as much as
possible of any new expenditure that materialises ?ent on
Brivisn equipment. Butl what are the "other things", and how
oqual are they? The relevant considerations seem to me to |
divide into (a) political; (b) financial; (c¢) the British o
reputation; (d) Saudi absorptive capacit{; (e) local prac-
tlce in the arme business. I will comment on these separately:—

(a) Political

=

c. 1t 1s in HMG's interests that the present régime in Saudi |
Arabla should last for the next few years; and this interest
outwelghs any likely profit from arms sales. Since lavish J
BX‘Eenqll'bure_on ams 1s lil{@%ly to reduce the chances of survi- |
val, 1t is in our interest that the Saudis should restrain

taelr expenditure on ams. It is arguable (though less and |
less arguable as the Air Defence Scheme staggors along its e
disastrous way) that there is a marginal political advantage

in the Saudis buying from us rather than others, but the 1'.9311:
or tae argument for our Eell:m% 18 wer_ﬁrdwlmmgiy conmercla.t.
Iaus (a) our political interest is against stimulating the ,
appetite for arms; (b) our commercial interest lies in sell-
- g at_a profit anything the Saudis decilde To buy.

"S5. I teke it that although HMG are in favour of a total ams
embargo on the supply of arme to (unspecified) countries i
tle Middle East, Egia general aspiratlon/not affect our general
willingness to supply whatever the Saudi® are prepared to buy
from us: unlike, e.g. the U.S. Government who for reasons ol

. internsl end external politics actively discourage Saudi
interest in arme purchases.
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4. The disappearence of tae "Chieftans for Israel" theme
from the Arab prese and radio has removed & potential block
to all ame sales, and I do not think the recurrent publi-
city for Centurion sales Lo Lsrael has much effect here.

But there is no guestion that tie pro-Arab bias of French
Middle East policy gives the Frenca a nead start politically
in competing for arme orders, Altdough the only concrete
result seen so far has been the sale of Pamhard armoured crs,
we should expect further French successes in some field.

The Saudic caare the general Arab sense of obligation to tae
French for their policy and of tae need Lo keep 1t tae way
1t 1S,

. 5. The Saudi Ambassador in London harps on the theme that
.;..@‘w we ought to sell our arms here ofifering & political "guid pro
s uo", i.e. by adoytin%pollcies in the Arabian Peninsula
P{J

TS ich appeal to King HFelsal. For reasons set out in para.d

A 0 (111) of my letter number 10/22 of 2 December o McCarthy

=" WM about Vickers tenks, thie means very little. Without a com-

P o &  plete reversal of our policy of milltary disengagement, the
o> disenchnantment of King Feisal with HMG over Aden and tae

>V /w Dersian Gulf will continue Lo set tae tone; all we cen expect

&rr h to do 1s to mitigate 1t.

N W,; 5. Another Kind of political consideratlion is relevant. In
M"l tne light of evente during the past twelve months, we believe
’;,,/ - that the odds against a successful military coup here have
¢ - Dperceptibly chortened. We still reckon that the régime 1s
probably good for another five years; but there are risks
Pﬂ“’- wnilcn now appear to us greater than a year ago, IIf there were
M & coup, then the quantities of arms already in service would
make 1T difficult for the Saudis to shift their sources oI
supply suddenly or drastically: they are far more deeply
comnitted than Libya. But I am quite sure that a main subject
of revolutionary interest and fervour would be past arms pur-
chases and the corrupt dealings surrounding them. The moral
of this is that commitments are to be avoided if possible
walch are either exlended in time for much beyond I'lve years,
or which during that time leave firms heavily out of pocket
at any point.

(b) FPinanecial

7. Saudi defence expenditure has doubled in the past seven
years. But this expansion took place at a time when Saudl
revenues were expanding at corresponding rate (oll revenues

increased by 50% between 19684 and 1968). For uie first/gilggé
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since Feisal took over the current budget eiows a deficit -
of SR.419m. - and according to confidential information
from the Arabian ﬁn?g;}‘oan hll Ggmp‘&.n.g (%BAMGO) the %yaudid

e exchange noldings have been declining sharply an
gg@ r]ig.'li down to SR.2 billion (U.S.)% Meamlg%le, 01l revenues
have levelled off. ARAMCO are being pressed to do better:
but. so are the oil companies in Iran, Kuwait, Libya ete.
The market ie limited, and there 1s no progpect of a return
to the spectacular rate of inecrease ol recent years.

8. loreover, the Saudi Central Planning Organisation (or
rather, their American consultants) are weiting a five-year
development plan which is supposed Lo be put into operation
from September next year., This will call Tor decisions on

a division of the Saudi natilonal cake between cecurity and
development. It assumes a rate of growtd of the economy
wnich 18 Erob&bly over optimistic. There 1s no doubt in our
minds that a prudent monarca would choose development expen-—
diture over security expenditure, for various reasons wailch
I will not go into. We taink that ne will %robabl,y do the
opposite. Nevertheless, twiere will be conflictlng pressures;
and these will be reflected in pressure for cuts 1n prices,
and extended credit terms, for any arms purcnased, The
vaudie will also no doubt Try o conduct buten auctions
among prospective suppliers. With the Alir Defence Scheme in
mind, [ hope that any of our fimms wihich become involved will
have anticipated this and stick to their bottom price. The
bottom price should also take full account of local operating
conditions., As said above, the justification of arms sales
1s almost waolly commercial; and a lost coentract 1s taere-—
fore preferable to a losing contract. I doubt 1f "“loss
leaders" here will lead to anything but fresh losses.

9. Of course, all the schemes listed are unlikely to come
to fruition and any time-table here is merely a starting
point for speculation on inevitable delays. Even tae sum or
£300 million spread over 5-10 years is not all that outrageous
in relation to Saudi resources. But the Saudis have already
aceunulated a debt burden of £200m. Tor East. purchasegs of
arms; and the place of every scheme that aborts is likely

Lo be taken by a new conception.

(¢) The Britieh reputation

10. This means the Saudi Arabian Air Defence Scheme, and
the objective fact to be faced about it is that at. present
our name stinks in the nostrils of Saudis who count Ior arms

purchases, Wnether rightly or wrongly is another matt.aﬂh ,
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19. It would be useful if we could list Saudi priorities,
and base our selling effort on it. Bul in Saudi Arabia,
government does not work that way: witfl boti Coastguar
and Frontier force and tue National Guard, co-ordinated
programmes of expansion nave been or are being drawn up:
in both cases p rchases have been end are likely to be
piecemeal and haphazerd. What taen saoould tne Sritisa
cales effort concentrate on?

(A) Alrcraft?

Failing a complete collapse of' the Air Delence Schaeme,
the sale of additional Lightnings and BACLE7s siould be
assured. For the next generation, tide atmosphere 1s av
present impropitious and one should hope that notaing comes
of current interest in Phantoms and Mirage IlIs., At tae
precent stage of development of the RSAF, talk of absorbing
additional more sophisticated aircpaft is on all rational
grounds premature - thouga no doubt we must try to Keep
interest in the Harrier alive.

(B) Army: tanks

~_ See my letters numbers 10/22 of & and 25 December o
McCarthy. The keen interest the fixers have recently ‘taken
mlglckera lately suggests that Vickers stand reasonably
well, _

(C) Navy

See my letter number 10/11 of 9 December to McCarthy
and subsequent correspondence. Emir Turki firmly rejected
our overtures last month., The French interest has been
promluent 1in the past year and it is pogsible that tae
Saudis may turn to a co-operative French/Pakistani eflfort.
But their first choice is U, S. hB%.P; and the field mey be
more open when the U.S. reply on tals has been given, —
Meanvwhile, any interested Tirms might be encouraged tO risn
for themselves — the Saudis will not close the door to taem
even if only to put the Screw on others in the field.
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at this level is not easy. I-Iowever,' 1t would be useful
for us to have a chance Lo go over tae ground with him.

(iii) A British Ministerial visit

22. For similar reasons, I would not favour a sales
mission Lo saudl Arabi&a only by a British minister.

(iv) Appointment of a Defence Sales Representative f
MRE'CITJ;_ 6 Last (Mr, Hubert's sug"g'e-§‘51;0u) | §
23. Unless HMG were prepared to negotiate commissions on |
benalf of Tirms, his role could only be to collect infor-
mation and offer advice. Whatever our shortcomings as an
Embassy in this Tield, I do not think a sales representa-

tlve visiting from Beirut could add significantly to
available information.

S

General conclusions and advice on operating methods |

4. There 1s no single golden key (or golden fixer) to
open the door to an orderly, if crooked, world of arms
cales in Saudi Arabia. It 1s a jungle inhabited by beasts
of prey in which one must move with caution and uncertainty. iz
1he magnates are (justifiably) suspicious of one another =
and their agents; alliances and rivalries amongst both $
are constantly aniftiﬂ%. Our efforts, therefore, should |
be based on the general guldance outlined in paragraph 16 I
above. Also: (a) firms should be encouraged to regard the |
Embassy as a confessional rather than a branch office. The i
more they tell us , Ule more they are likely to learn, Tae e
separate "ishing" approaches to several members of the
Embassy and the ™hold-my-hand all the way to X' requests :
snould be discouraged. Firms should make their calls on Y
Saudi officials in their own rignt, establisning and main- R
talning confact which ensures freedom of access. They |
saould not simply wait for appointments to be made by the
Embasgy or others. They will not get business by the Six-
montaly whistle-stop tour - e,zqgecially in the major deals
when competitors are prepared to put in a man for months
Just 1o aceclimatise himeelf, let alone push through a deal.
By the end of that time he 1s more likely to be in a posSi-
tion to assess the local scene and Eersonallmes involved,
and to have fomulated the essentials for reaching agraement
Witlh local agents or "advisors®;
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b) early conslderation sould be given Lo

fm uld be govermmen LW gi or £ir mim
In the M%L Lﬂﬁiﬁgﬂm 1, Mould
1rm Elta[.-

entéred the field, In the latter, mummm "_

(as in the case of Vickers) be re-affirm
ment assurance of approval for Ue poteatia
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