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Who Is Russia Secretly Supplying With
MiGs?

A secretive Russian arms deal could be set to save the struggling
MiG aircraft company - but the buyer remains unknown.

By Matthew Bodner

July 20, 2016

After years languishing behind competitors at home and abroad, Russia's iconic MiG aircraft
manufacturer has been thrown a lifeline. The company is now building 46 brand-new
MiG-29M fighterBjets in a contract reportedBto be worth at least $2 billion.

Yet despite the hints which haveBappeared in the Russian press over the past year,
officialBconfirmation remains elusive. The jets are being built for an unspecified buyer. Only
a shareholder’s report releasedBby a MiG component supplier has confirmed that the order is
real. TheBdocument outlines a deal for 92 engines used in the MiG-29. With twoBengines in
each fighter, the contract corresponds with reports of aB46-fighter contract in the works.
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Yet the key question remains — whoBare these fighters for?

Forty-six combat jets represents aBlarge arms deal, and one that the MiG company
desperately needs. TheBcompany has lost several major contracts to both foreign and
domesticBcompetitors over the past two decades, and is struggling to keep upBwith the
competition. It has also failed to deliver on signedBcontracts to major Russian customers
such as India.

“Russia has not formally announcedBthe deal because of previous delays on contracts. When
you announce aBdeal and something goes wrong, the damage to your image as a
reliableBprocurer is enormous,” says Yury Barmin, an expert on RussianBforeign affairs.

Who's Buying?

The leading candidate for the 46 MiGsRis Egypt. Speculation is largely fueled by enigmatic
statements fromBRussian defense industry officials at trade shows and pressBconferences
over the past year. The official line is that the MiGsBare going to North Africa, and that the
exact customer cannot yet beBnamed. Russia's Vedomosti newspaper in May last year
reported thatBthe jets were going to Egypt as part of a $3.5 billion arms dealBsigned by
President Vladimir Putin and Egyptian President AbdelHel-Sisi in April 2015.

Any potential deal with Egypt wouldBmake good, geopolitical sense. Moscow is working to
solidify its roleBas partner and arms dealer to Sisi’s government: taking advantageBof a void
left by the United States, which began distancing itselfBfrom Egypt after Sisi came to power
in 2014. Given that Russia’sBexport catalogue amounts to some $14 to $15 billion annually, a
S2Bbillion MiG contract — which appears to be scheduled to beBfulfilled over the course of
2016 to 2018 — is a big win forBRussia.

Egypt pursues a policy of diversifiedBdefense imports. Historically, it has maintained an air
force that isBpart French, part American, and part Russian. The United StatesBrecently

partially restored defense ties with Sisi, delivering aBdozen F-16 fighters. France too began
deliveries last year of newRjets to Egypt. Egypt's force of aging MiGs is due for replacement.

Russia has benefited greatly fromBWashington’s downscaled engagement with Cairo. When
France agreedBto sell two Mistral-class helicopter carriers — built for theBRussians before
sanctions — to Egypt, Moscow quickly stepped in toBsecure deals to supply helicopters
designed for service on thoseHships. Egypt has also expressed an interest in a variety of
otherBRussian-built weapons systems.

But Egypt is not the only candidate,Bhowever likely it appears to be. Russia has also been
courting Iran,Bwhich flies a vintage air force made up of 1970s American and SovietBaircraft.
The Iranians would make a good customer for 46 of theBlatest MiGs. Yet under the Iran
nuclear deal, offensive weapons dealsBwith Tehran can be vetoed by the UN Security Council
for the nextRfive years — something that could complicate a Russian-Iranian MiGEdeal.

The MiGs could theoretically be goingBto Syria, but it is not clear how Assad’s embattled
governmentBcould afford them. India too traditionally buys Russian aircraft, butBits bulk
orders typically go to Sukhoi, stipulate localizedBproduction to some extent, and MiG has
already lost out on a majorEfighter jet tender in India. China, which also buys Russian



hardware,Bdoes not appear to have need for fighters like the MiG-29 — a lightBmulti-role
fighter jet.

Good for MiG

If the MiG fighters are intended forBEgypt, the deal is a win for Putin and his ambitions to
reassertBRussia’s role in the Middle East arms market. It still remainsBunclear to what
extend Moscow can leverage Washington’s inattentionEto Cairo: Russian weapons sales to
Egypt in 2015 were abysmal.

Russian exports to Egypt dropped fromBS$75 million in 2014 to $30 million in 2015, according
to dataBcompiled by the Stockholm International Peace Research InstituteB(SIPRI). U.S.
exports saw a surge from $190 million to $585 millionRin the same year. Considering that
arms deals are often spread overBseveral years, it remains to be seen how the $3.5 billion
militaryBtrade deal signed by Putin and Sisi last year impacts theseBstatistics.

Vadim Kozyulin, an arms trade expert atEBthe Moscow-based PIR Center, said that Russia
would struggle toBovertake the United States as Egypt's key arms dealer. “[But],
theHrenaissance in military cooperation between Russia and Egypt willBmake two countries
much closer — not only in terms of the deliveryBof military hardware, but also education and
training for theBEgyptian military, supply of spare parts, upgrade and modernizationBof
equipment in the future,” he says. “There will also be certainBpolitical guaranties in case of
an international crisis and even someRBlevel of political coordination.”

While Russia's defense industry mayBbenefit as a whole from continued engagement with
Egypt, theB/6-fighter contract represents something of a lifeline for the MiGBcompany.
Since the fall of the Soviet Union, MiG has languished inBcomparison to its more successful
counterpart, the Sukhoi aircraft®company.

Since 1991, Sukhoi has exported 252Bfighter jets, making S15.4 billion, data provided by the
IHSHconsulting firm revealed last year. In comparison, MiG has exportedB185 jets to make a
profit of $8.6 billion.

Sukhoi enjoys several advantages overBMIiG. Its fighter jets are generally larger and more
adaptable toRvarious combat roles. There is also an element of reputation. MiG
hasHEstruggled to deliver on large contracts in the past: AlgeriaBnotoriously demanded a
refund on a $1.28 billion MiG-29 fighterBcontract in 2008 over quality concerns. Algeria was
given SukhoiBSu-30s instead.

Considering past performances, MiG'sBlandmark Egypt deal is by no means ensured to
succeed.

“While Russia has clearly moved intoBthe vacuum left open by the Obama administration in
Egypt and otherBcountries, Russia still has significant issues with product supportBon its
equipment,” says Mark Bobbi, a principal analyst forBmilitary aircraft at IHS. “They will not
make major inroads unlessBits awful product support and product quality is
improvedB®dramatically.”
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