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Background of South China Sea dispute 

For most of the world’s largest economies, the South China Sea is a vital maritime crossroads for trade. 
Among the largest economy in the world, over 64% of China’s maritime trade transits the waterway as 
does 42% of Japan’s maritime trade, while it’s just over 14% for the United States in 2016.  

Data by Centre for Strategic and International Studies (CSIS) shows that a total of US$3.37 trillion of 
international trade, passes through the South China Sea – equal to one third of the global shipping 
in 2016 – which points to the importance of the seaway as a key transportation route linking Asia with 
Africa and Europe, not to mention that its seabed is rich with natural resources.1 Additionally, the South 
China Sea also contributes to 10% of the world’s fisheries, making it a crucial source of food for 
hundreds of millions of people in the region. 

                                       
Due to that, China and many countries in ASEAN started to claim islands and coral outcrops in the 
South China Sea, such as the Spratlys and Paracel Islands, which possess rich natural resources. 
According to the US Energy Information Administration, the South China Sea is estimated to contain 
about 190 trillion cubic feet of natural gas and 11 billion barrels of untapped oil as well as rish fishing 
areas. Hence, China has begun exerting sweeping claims of sovereignty over the South China Sea 

                                                             
1 https://chinapower.csis.org/much-trade-transits-south-china-sea/ 
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which conflicts with competing claims by Malaysia, Brunei, the Philippines, and Vietnam and Taiwan 
resulting in overlapping, and contestable territorial claims, based on different accounts of history and 
geography.  

The claimants have seized control of a raft of sea features, including islands, rocks and low-tide 
elevations over the decades. China claims almost 90% of the South China Sea through its “nine-dash 
line” demarcation used initially by the Kuomintang government of China (1912–1949) that stretches 
hundreds of miles south and east from Hainan island, China’s most southerly province. Meanwhile, 
Malaysia and Brunei have claimed sovereignty over some part of the Spratly Islands and southern parts 
of the sea. Vietnam also claims sovereignty over the Paracel Islands and the Spratly Islands while the 
Philippines asserted ownership of the Spratly archipelago and the Scarborough Shoal. 

China’s detailed its claims on the Spratly and Paracel island chains in 1947 based on a map known as 
Nanhai Zhudao or the South China Sea Islands published by the Republic of China’s Land and Water 
Maps Inspection Committee in 1935. The map indicated both island groups falling within its territory. 
When the Communists took over China in 1947, these areas became the joint claims by Kuomintang 
Taiwan and Communist China.  

There are many who argue that China has not clarified its claims adequately as the “nine-dash line” 
demarcation which appears on Nanhai Zhudao maps covering almost the entirety of the South China 
Sea provided no coordinates. It is also unclear whether China claims the entire body of the South China 
Sea or only land territories within the “nine-dash line”.  

Vietnam stormily disputes China’s historical account, as it said China never had claimed sovereignty 
over the islands before the 1940s, but it was Vietnam, which had “actively ruled over both the Paracels 
and the Spratlys since the 17th Century peacefully” until they were invaded by Chinese armed forces, 
and Vietnam even claims to have the documents to prove its ownership. 

In the Miscellaneous Records of Pacification in the Border Area by the scholar Le Quy Don, both 
islands were defined as territories under the Quang Ngai District. In the map of Vietnam published in 
1838, Spratly islands were shown as Vietnamese territory. Vietnam had performed many geographical 
and resource research of the islands and the results of this research have been documented in 
Vietnamese literature and history published since the 17th century. 

For the other main claimant, the Philippines, it established sovereignty based on its geographical 
proximity to the Spratly Islands. The Philippines asserts ownership of the Spratly archipelago and the 
Scarborough Shoal or known as Huangyan Island in China, because it is just 100 miles (160km) from 
the Philippines as compared 500 miles from China. 

Malaysia and Brunei also lay claims to the South China Sea as some of the Spratly Islands and 
southern parts of the sea falls within their respective Exclusive Economic Zone (EEZ) established under 
the United Nations Convention on the Law of the Sea (UNCLOS). It is noted that Brunei does not claim 
any of the disputed islands, while Malaysia claims several islands in the Spratlys.   
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Figure 1: Conflicting claims in the South China Sea 

 

China’s actions in the South China Sea 

No global maritime dispute has garnered more interest than the contest over the islands, reefs, and 
waters of the South China Sea. China’s behaviour came under global attention for its aggressive nature 
in asserting its claims.  

China’s actions in the disputes seas have contributed to undermining the international law such as 
UNCLOS. This has created discomfort among all nations especially the claimants which have vested 
interest in ensuring that competition stays within the parameters of international law, while upholding 
stability and lowering the risk of conflict. It also ruins China’s reputation as they appear willing to 
sacrifice reputational damage to ensure strategic military and economic gains. Furthermore, China 
believes that it can influence outcomes of regional disputes through pressure and inducements via the 
economic realm. 

China’s behaviour can be examine in several cases. For instance, in the arbitration case launched by 
the Philippines in January 2013 over China’s expansive claims and activities in the South China Sea, 
an arbitral tribunal constituted under UNCLOS backed the Philippines’ claims, saying China had 
violated the Philippines’ sovereign rights. The case was awarded to the Philippines in July 2016. China, 
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however, had boycotted the proceedings and called the ruling “ill-founded” and says it will not be bound 
by it.2  

Surprisingly in September 2019, the Philippines is reportedly considering a U-turn as Philippines 
president, Rodrigo Duterte said he willing to ignore the international court’s ruling and plough ahead 
with joint oil and gas exploration with China in the South China Sea, following his trip to Beijing.3 Many 
analysts believe the president was pushed further by China to nullify the Philippines sovereign rights 
and offered a controlling stake in a joint energy venture to develop gas deposits at the Reed Bank, 
located within the Philippines’ EEZ.  

In contrast, China was looking continuously at bullying another claimant, Vietnam, in 2014 as Chinese 
state-owned China National Offshore Oil Corporation (CNOOC) moved its deepwater oil rig, the 
Haiyang Shiyou 981, into the disputed waters. The rig was temporarily removed in July 2014 but 
returned to the area in June 2015. The deployment of the US$1 billion deepwater rig about 120 nautical 
miles off Vietnam’s coast which is within Vietnam’s 200-nautical mile EEZ, led to a breakdown in 
relations between both countries which had fought a brief border war in 1979.   

In 2017, China put the pressure again on Vietnam – expressing a threat to use force – that resulted in 
the suspension of an offshore natural gas project known as “Red Emperor” between PetroVietnam Oil 
and Gas Group (PetroVietnam) with Spanish energy firm Repsol in the southeast of Vietnam’s EEZ, 
which China also claims.4 This time, however, China deployed the presence of Haijing 3901 which is 
one of the world’s largest coastguard ships, to patrol the disputed waters and actively harass 
exploration vessels hired by neighbouring claimant states seeking potential hydrocarbon resources in 
the disputed waters. This has now been China standard operating procedure (SOP) in the disputed 
waters: using its maritime law enforcement vessels to emphasise its claims.  

In the most recent case, Vietnam had lodged an official protest to China following the sinking of a 
Vietnamese fishing boat which was reportedly rammed by a Chinese maritime surveillance vessel near 
islands in the disputed area. The incident marks the second time within a year since another 
Vietnamese fishing vessel has been reportedly sunk by a Chinese vessel near the Paracel islands. 
Meanwhile, the operations of a Chinese oil research vessel in Vietnamese-controlled waters for over 
three months in 2019, has caused a tense standoff between ships from both countries.5 

With Malaysia, in December 2019, the West Capella – a drillship operated by London-managed Seadrill 
and contracted to Petronas operating beyond Malaysia’s 200-nautical-mile EEZ – was prospecting in an 
area claimed by both Malaysia and Vietnam as their extended continental shelves. According to a 
report by the Asia Maritime Transparency Initiative, the two countries submitted their claims to the UN 
Commission on the Limits of the Continental Shelf in 2009, and both nations recognised that the 

                                                             
2 https://www.bbc.com/news/world-asia-pacific-13748349 
3 https://www.scmp.com/week-asia/politics/article/3026795/dutertes-south-china-sea-u-turn-illegal-
climbdown-or-clever 
4 https://www.scmp.com/news/china/diplomacy-defence/article/2138619/vietnam-scraps-south-china-sea-
oil-drilling-project 
5 https://www.reuters.com/article/us-vietnam-china-southchinasea/vietnam-protests-beijings-sinking-of-
south-china-sea-boat-idUSKBN21M072 
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“Defined Area” which overlapped was disputed and agreed they were making claims without prejudice 
to its eventual delimitation.6 Petronas, according to AMTI, appears to be disregarding that agreement. 
The area also falls within China’s “nine-dash line”.  

Almost immediately, China deployed its China Coast Guard (CCG) vessels which detoured from its 
duties escorting Chinese fishing vessels to the position of the West Capella and split its time between 
harassing the West Capella and intimidating oil and gas operations closer to Luconia Shoals, the 
southernmost part of the Spratly Islands.  

In response, the Royal Malaysian Navy (RMN) dispatched a guided missile frigate, KD Jebat, to protect 
the West Capella and the offshore supply ships servicing it in January 2020. The automatic 
identification system (AIS) which is a tracking system that uses transponders on ships to ensure ship 
traffic safety at sea, showed China’s CCG vessel circling around the West Capella and its attending 
supply vessel, the Executive Balance, approaching to within 0.3 nautical miles of each other. The CCG 
vessel then pulled back, apparently in response to the arrival of KD Jebat patrolling 3.4 nautical miles 
away.7  

The West Capella then moved once more in January 2020, this time heading 31.7 nautical miles 
northwest to a field called Arapaima, which is well within the Vietnam-Malaysia joint defined oil 
exploration area. The CCG vessels again began splitting their time between harassing the West 
Capella again and patrolling waters near Vanguard Bank, claimed by Vietnam, to the west. This time, 
the RMN deployed KD Kelantan, a Kedah-class corvette to protect the West Capella.  

In April 2020, according to ship-tracking website Marine Traffic, a Chinese government survey ship, 
Haiyang Dizhi 8, entered waters near Malaysia. The survey ship was tagging the West Capella and 
Marine Traffic reported that the Haiyang Dizhi 8 entered Malaysia’s EEZ, about 337km off Borneo, and 
began a survey close to where the West Capella was operating. 

In reaction, Malaysia’s Foreign Minister Datuk Seri Hishammuddin Hussein, told Reuters in an 
interview: “While international law guarantees the freedom of navigation, the presence of warships and 
vessels in the South China Sea has the potential to increase tensions that in turn may result in 
miscalculations which may affect peace, security and stability in the region.” 

The incident also triggered reaction from the United States to call on China to stop its “bullying 
behaviour” in the disputed waters, citing concern over China’s provocative actions towards offshore oil 
and gas developments there. The US then deployed its amphibious assault ship, USS America, and a 
guided-missile cruiser, USS Bunker Hill, along with Australian warships to the area where the Haiyang 
Dizhi 8, was shadowing West Capella. Nicole Schwegman, US Indo-Pacific Command spokeswoman, 
the US Navy’s presence in the South China Sea is to promote freedom of navigation and overflight, and 
ensure international principles that underpin security and prosperity for the Indo-Pacific. In reaction, 
China has denied reports of a standoff, saying that the Haiyang Dizhi 8 was conducting normal 
activities.  

                                                             
6 https://amti.csis.org/malaysia-picks-a-three-way-fight-in-the-south-china-sea/ 
7 https://amti.csis.org/malaysia-picks-a-three-way-fight-in-the-south-china-sea/# 
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China’s behavior in the South China Sea and its ambitions continue to be scrutinised amid wider trends, 
including intensifying US-China competition and the ongoing effort by China and ASEAN states to work 
toward a binding code of conduct in the South China Sea. In the eyes of western nations, China’s 
government under Xi Jinping has shifted to become more oppressive and had adopted less law-abiding 
foreign policies including an intent on wielding that power to impose its preferences on others after 
gradually building their blue-ocean naval power. Additionally, China was seen becoming more willing to 
challenge and sometimes directly disrupt legally binding treaty commitments, including UNCLOS, and 
ignore signed treaties when it is convenient to do so. 

 

ASEAN’s policy in the South China Sea 

Issues in the South China Sea have grown more and more complex. China’s presence in the disputed 
waters has become more prominent since claiming a historical right over most of the South China Sea 
and disregarding the Philippines’ victory at the Permanent Court of Arbitration in 2016. China, the 
world’s second-largest economy has made no secret of its presence in the Spratlys where it had built 
up a military garrison at Woody Island that is now allegedly armed with anti-ship missiles, surface-to-air 
missiles, and electronic jammers, and, more recently, a nuclear-capable bomber landed there.8 

Among ASEAN nations, there are differing views towards China regarding the “nine-dash line” claims. 
Malaysia through former Foreign Minister, Dato’ Saifuddin Abdullah has stated that the “nine-dash line” 
claims are ridiculous while Vietnamese President, Nguyen Phu Trong, said Vietnam will never 
compromise with the “nine-dash line” claims. Brunei has remained silent on the “nine-dash line” but the 
Philippines are about to make a U-turn as Duterte reverses the 2012 policy and Manila seeks to 
improve ties with Beijing and to welcome Chinese tourists and investments. 

The other six ASEAN members are not directly involved. In 2016, ASEAN failed to agree on the 
maritime disputes in the South China Sea after Cambodia blocked any mention to an international court 
ruling against Beijing in their final communique. As China’s closest ally in ASEAN, Cambodia supports 
Beijing’s opposition to any ASEAN stand on the South China Sea and stated its preference for dealing 
with the disputed claims on a bilateral basis. It should be noted that Cambodia relies heavily on China 
for trade and investment. 

Other than Cambodia, China also has strong influence over Laos and to a lesser degree, Myanmar. 
Laos has extended its support to China by refusing to accept the international court’s ruling on China’s 
sovereignty claims in the South China Sea as it supports China and is ready to work with its economic 
benefactor to maintain peace and stability in the disputed waters.9 For Myanmar, it has significant 
relationship with China as Xi Jinping recently visited Nay Pyi Taw to mark their 70 years of diplomatic 
ties and shore up economic cooperation. China has historically been able to rely on Myanmar’s support. 

Indonesia has traditionally positioned itself as an honest broker in these negotiations. Unlike Vietnam, 
Malaysia or the Philippines, Indonesia is not engaged in a sovereignty dispute in the South China Sea. 

                                                             
8 https://theaseanpost.com/article/being-pro-active-south-china-sea 
9 https://www.ibtimes.co.uk/laos-backs-china-over-south-china-sea-dispute-rejects-hague-ruling-1570737 
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However, despite China’s latest push into their Natuna waters – after dozens of Chinese fishing 
vessels, along with a coast guard escort entered Indonesian waters – Indonesia still maintained its 
stand as Co-ordinating Minister for Maritime and Investment, Luhut Binsar Pandjaitan made it clear that 
Indonesia will not discuss the “nine-dash line” with China. Natuna waters is located within Jakarta’s 
EEZ but are also claimed by China. 

Meanwhile, for Thailand, it has become a central ASEAN party to play a mediating role in facilitating a 
peaceful resolution between China and ASEAN. Bangkok was viewed as a non-partisan player 
because it is not a claimant also did not have disputes in the South China Sea. Thailand’s neutral 
position enabled it to act as a mediator and influence discussions among parties involved.  

The same goes for Singapore, as it has reiterated that it is not a claimant state in the South China Sea 
dispute and has offered to play a neutral role in being a constructive conduit for dialogue among the 
claimant states. However, Singapore hopes that China will obey international laws and at the same 
time, welcomed the US engagement in the region. 

As disputes in the South China Sea grow more complicated each day, ASEAN and China have agreed 
to work on a Code of Conduct (COC) to manage South China Sea maritime and territorial disputes. 
There is already an existing Declaration on the Conduct of Parties (DoC) in the South China Sea which 
established in 2002, but the declaration is non-binding. ASEAN and China then announced an 
agreement on a Single Draft Negotiating Text (SDNT) that will serve as the basis for the adoption of a 
COC in the South China Sea. In July 2019, the agreement reached a first draft level of the COC and it 
appeared as a consolidated version of the 20-page SDNT which ASEAN and China endorsed in August 
2018. However, no official details has yet been released. 

Meanwhile, the Vietnamese media revealed that the COC negotiations might have some “complicated 
developments” which could “disadvantage” Vietnam.10 It is believed that it was referring to the presence 
of a Chinese survey ship operating at Vanguard Bank which is within Vietnam’s EEZ. Hanoi had 
protested this development to Beijing as a violation of its sovereign rights. In October 2018, ASEAN and 
China met again to discuss how to proceed with the Second Reading of three that are envisaged, as 
China is pushing for the COC to be signed by 2021. Once again, no details of the talks were released. 

While tensions in the South China Sea have become a major concern for ASEAN, many analysts called 
for the efforts to be guided by the ASEAN concept Zone of Peace, Freedom and Neutrality (ZOPFAN) 
that defined the regional grouping 49 years ago. ZOPFAN was initiated by Malaysia’s second Prime 
Minister, Tun Abdul Razak, and endorsed as a Declaration on Nov 27, 1971 in Kuala Lumpur, which 
anticipated ASEAN to free from interference by outside powers, practicing peaceful coexistence and 
sovereignty of individual states. Arguably, the current scenario signals the failure of ZOPFAN in 
preserving the interests of the ASEAN since both China and the US are using the South China Sea as 
a contested ground for geo-political gains.  

However, to give meaning to ZOPFAN in today’s context, some concrete mechanisms will have to be 
created. For instance, Dr Chandra Muzaffar – the president of International Movement for a Just World 
                                                             
10 https://e.vnexpress.net/news/news/vietnam-condemns-china-s-sovereignty-violations-at-asean-meeting-
3997472.html 
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(JUST) which is a non-governmental organisation (NGO) – in his article on July 2019, highlighted that 
beside the COC, ASEAN should establish a Rapid Response Task Force comprising diplomats and 
security personnel tasked with diffusing tensions arising from friction in relations between ASEAN and 
the big powers.  Moreover, ASEAN should also set up an Eminent Persons Group with representatives 
from all ASEAN states to explore ways and means of strengthening solidarity within ASEAN especially 
among its citizens. A people-based regional outfit is the most effective mechanism for developing 
regional resilience in the face of big power rivalry.  

 

Malaysia’s policy in the South China Sea  

Over the years, Malaysia has steadily followed the same policy – albeit with only minor readjustments – 
in managing the issues in the South China Sea despite the change in government. Its policy is likely 
comprised of three main components which are: 

1. To shield the country’s territorial sovereignty and sovereign rights in its EEZ,  
2. To advocate international law-including freedom of navigation and, 
3. To uphold peace and stability in the South China Sea as Malaysia is the one who initiated the 

ZOPFAN concept in the region before.  

As the world’s third-largest producer of natural gas at 29 million tonnes and 26th largest producer of 
crude oil at 661,240 barrels per day, South China Sea is vital for Malaysia due to the waters off Sabah 
and Sarawak as it contributes to fisheries besides the hydrocarbon deposits. Thus, Malaysia’s efforts in 
claiming parts of the South China Sea is driven by interest to protect territorial sovereignty and its EEZ. 

Malaysia is also consistent in upholding international law such as UNCLOS. Malaysia signed the 1982 
UNCLOS on December 10, 1982, and ratified the Convention on October 14, 1996. Putrajaya 
constantly backs using international arbitration to resolve conflicting territorial and jurisdictional claims, 
as seen in three major cases involving the sovereignty over Sipidan and Ligitan islands with Indonesia 
in 2002, and the case over reclamations in the Johor Straits in 2003, and, case of sovereignty over 
Pedra Branca (Pulau Batu Putih) in 2008 with Singapore.  

As per the UNCLOS, Malaysia claims the waters and seabed that extend 200 nautical miles from the 
coast. This includes an extended continental shelf claim it jointly submitted with Vietnam in 2009. 
Malaysia also lays claim to 12 islands in the Spratlys archipelago of islands, reefs and shoals but 
maintained only five offshore stations as followed: 

a. Islands: 
1. Swallow Reef (Terumbu Layang-Layang) 

b. Reefs: 
2. Erica Reef (Terumbu Siput) 
3. Investigator Shoal (Beting Peninjau) 
4. Mariveles Reef (Terumbu Mantanani) 
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c. Low-Tide Elevations: 
5. Dallas Reef  
6. Ardasier Reef (Terumbu Ubi) 
7. Commodore Reef (Terumbu Laksamana) 
8. Amboyna Cay (Permatang Amboyna Kecil) 
9. Barque Canada Reef (Terumbu Mascado) 

d. Submerged features:  
10. James Shoal (Beting Serupai) 
11. North Luconia Shoals (Beting Raja Jarum) and;  
12. South Luconia Shoals (Beting Patinggi Ali) 

For the record, Malaysia’s ambitious plans to secure the rightful territories in the Spratlys began in the 
late 1970s by installing offshore military stations to affirmed its claim. After the Malaysian government 
stipulated the Spratlys to be an integral part of its EEZ and extended continental shelf on 20 September 
1979, the first monument was established at Swallow Reef in June 1980.11 A detachment of the Royal 
Malaysian Navy’s elite unit, comprising 18 members of the seal, land and air (PASKAL) commandos, 
were assigned to guard that area. Four coral reefs were patrolled by the RMN and secured by PASKAL.  

Malaysia started deploying more PASKAL units at Station Lima (Swallow Reef or Terumbu Layang-
Layang) in 1983, Station Mike (Terumbu Mantanani or Mariveles Reef) and Station Uniform (Terumbu 
Ubi or Ardasier Reef) in 1986; Station Sierra (Terumbu Siput or Erica Reef) and Station Papa (Beting 
Peninjau or Investigator Shoal), in 1999.  

Swallow Reef (Terumbu Layang-Layang) which located 300km from Kota Kinabalu, Sabah, has since 
been turned into an artificial island (Pulau Layang-Layang) with a holiday resort known as Avillion 
Island Resort in 1991, alongside the Station Lima. By July 2004, the island saw the establishment of a 
Marine Research Station Pulau Layang-Layang (Marsal). Meanwhile, both Luconia Shoals – which is 
100km from Miri, Sarawak – has been gazetted as a marine national park which is the biggest in the 
country by the Sarawak government in 2018; and other low-tide elevations are patrolled by the 
Malaysian armed forces and the Malaysian Maritime Enforcement Agency. 

However, on December 2019, Malaysia’s surprised regional watchers in the South China Sea by 
making a new submission at the end of the 51st session of the United Nations Commission on the 
Limits of the Continental Shelf (CLCS), for an extended continental shelf (ECS) beyond 200 nautical 
miles (nm) (322 km). It was an individual partial submission after the 2009 Vietnam-Malaysia joint 
submission of an ECS beyond 200nm.  

According to UNCLOS, a coastal state can claim a continental shelf beyond 200 nm out to a maximum 
of 350 nm depending on the geographic and geologic circumstances. The submission has been seen 
by many watchers as a positive step forward for coastal states in the South China Sea to clarify the 
claims and seriously discuss maritime delimitation in accordance with UNCLOS and the interpretation 
of its article 121 (3) by the 2016 Tribunal Award.  

                                                             
11 http://www.iosrjournals.org/iosr-jhss/papers/Vol.%2022%20Issue9/Version-4/B2209040717.pdf 
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As expected, China had protested the submission and alleged that Malaysia’s submission had 
“seriously infringed on China’s sovereignty, sovereign rights and jurisdiction in the South China Sea”. It 
has also blamed the US for raising tensions in the area. The UNCLOS said Malaysia’s partial 
submission on the northern part would be included in the provisional agenda of its 53rd session in New 
York in 2021.12 

Malaysia, despite political turmoil that happened, remains active in upholding the peace and stability in 
the South China Sea and propagated the neutrality of Southeast Asia from big power interference. 
ZOPFAN should continuously become one of the guiding principles to ASEAN in this matter due to the 
importance of South China Sea for the world trade and reducing tensions while help to prevent the 
likelihood of an unwanted or accidental clash of major powers in the region. The peace and stability in 
the region is important for a major trading country like Malaysia, whose economic prosperity is 
dependent on the free flow of maritime trade through the South China Sea, the Strait of Singapore and 
also the Straits of Malacca. 

Figure 2: New submission by Malaysia for EEZ  to UNCLCS 

 

                                                             
12 https://www.nst.com.my/world/world/2019/12/548653/china-objects-malaysias-un-submission-south-
china-sea 
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Malaysia’s national defence readiness  

As tensions continued to escalate in recent years over the South China Sea, Malaysia needs to boost 
its defence capabilities to defend its territorial integrity and sovereignty even though the government 
pursues non-military solutions. Issues that the government needs to be concerned about regarding the 
Malaysian Armed Forces (MAF) are the defence assets enhancements, especially the navy and air 
force, evolving maritime doctrines and geostrategic alliances, and modernisation of weapons systems 
and force structure. It can be seen that there is a global a trend of accelerated growth in defence 
spending.  

According to the Stockholm International Peace Research Institute (SIPRI), total global military 
expenditure rose to US$1.917 trillion (RM8.3 trillion) in 2019. The total represents an escalation of 3.6% 
from 2018 and was the largest annual growth in spending since 2010. However, defence spending in 
South East Asia increased by 4.2% in 2019 to reach US$40.5 billion (RM175.4 billion) while China’s 
military expenditure reached US$261 billion (RM1.13 trillion) in 2019, a 5.1% increase compared with 
2018. Malaysia has meanwhile announced a 2020 defence budget of US$3.7 billion (RM15.58 billion). 
The allocation represents a 12% increase over the original expenditure in 2019 as former Finance 
Minister Lim Guan Eng underlined the funding as a need to enhanced national defence readiness to 
meet the changing nature of threats with need for fast interceptor crafts for safeguarding the waters of 
East Malaysia. 

However, it should be noted that experts have pointed out that Malaysia’s defence spending over the 
years has been decreasing, leaving Malaysia behind many of its ASEAN neighbours such as the 
Philippines, Thailand, Vietnam and Singapore respectively in terms of percentage of defence spending 
compared to gross domestic product (GDP).  

Due to that, the Ministry of Defence has developed the Defence White Paper in 2019 with the main 
objective to justify an annual allocation of at least 1% of the GDP or about RM13 billion per year. Many 
have said that considering the current economic environment, the proposal for the 1% defence 
allocation is a good start and could be slowly increased over the years to ensure stable development in 
the current economic atmosphere.  

The white paper also identified the maritime claims in the South China Sea as a top concern, which 
highlighted continuing encroachment by foreign military and paramilitary vessels near islands and 
features in the South China Sea to which Malaysia claims ownership. In contrast, the White Paper has 
been criticised as only a wish list of assets such as new multirole support ships, fast patrol boats and 
coastal radar stations but did not provide the proper plan to procure them and the content in the white 
paper were alleged to lifted from an earlier Ikrar Kementerian Pertahanan (Ministry of Defence Pledge) 
booklet, which was launched by the Barisan Nasional’s government in April 2018.  
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Chart 2: Malaysia Military Expenditure (% GDP) 

In examining the national defence capabilities, Global Firepower’s (GFP) 2019 has estimated that MAF 
currently has 91 fighters and attack aircraft, 71 helicopters, 74 combat tanks, 1,460 armoured fighting 
vehicles, 41 patrol vessels and 2 submarines. GFP also points out that Malaysia’s manpower is around 
15 million strong, with 12 million citizens fit for service. Malaysia’s total military personnel is estimated 
at 410,000 with 110,000 active personnel.  

Overall, Malaysia had started to revamp its capabilities in 2017 with the navy aims to replace all 50 
vessels in its aging fleet despite the government cutting its defence budget by 12.7% to US$15.1 billion 
that year. Therefore, it had led to the procurement of four littoral mission ships (LMS) built in 
collaboration with China. Former Prime Minister Datuk Seri Najib Razak then has approved the 
purchasing of four LMS costing about US$289 million (RM1.17 billion) in April 2017.  

This was part of the several initiatives to achieve ‘efficiency savings’ where the RMN would 
decommission old vessels that cost a lot to operate and maintain and channel these funds to buy newer 
ships that have the latest equipment to realise operational and maintenance savings. Through this 
transformation, the RMN would be revamped to only five classes of ships from 15 under 15 to 5 
Transformation Programme.  

The initial plan stipulated that the last two units of the LMS would be built in Malaysia by the state-
affiliated Boustead Naval Shipyard, but the deal was updated in March 2019 as Pakatan Harapan (PH) 
government had revised the LMS contract and decided that all four LMS ships would be built and 
delivered in China which resulted in a revised contract valued at US$256 million (RM1.048 billion).  

Since then, Malaysia had operationalise one of the four LMS, commissioned as KD Keris in late 
December 2019. A security analyst had hailed this development as a sign that Malaysia’s multimillion-
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dollar naval modernisation effort would finally be pushed through. KD Keris now patrols in the Sabah 
and Sarawak waters, including Layang-Layang Island. 

In February 2018, the navy had reveals plans to order another two additional submarines between 2031 
and 2041, as part of the 14th and 15th Malaysia Plans but the government has yet to clarify the plan. 
The RMN currently operates a fleet of two Perdana Menteri (Scorpene)-class diesel-electric submarines 
(SSKs) that were procured during the 8th Malaysia Plan in 2002, and commissioned in January and 
October 2009 respectively.13 In a parliamentary written reply dated December 2019, the former 
Defence Minister, Mohamad Sabu has said Putrajaya will be conducting an open tender for the 
maintenance contract for the two Scorpene submarines in 2021.   

Meanwhile, in late November 2019, Mohamad Sabu said Malaysia intends to lease transport 
helicopters as a stopgap measure following the grounding of its obsolete Sikorsky S-61 Sea King 
helicopters that had been in service for 52 years.14 However, no details on the type of helicopter to be 
leased nor tender documents have been issued. The Ministry of Defence is also considering an offer 
from Russia to take back Malaysia’s retired MiG-29 Fulcrum fighter jets and replace them with newer 
MiG-35 fighters, although such a move would face obstacles as the United States’ government is 
mandated to impose sanctions on countries that conduct business with adversary countries such as 
Russia or North Korea under the Countering America’s Adversaries Through Sanctions Act (CAATSA) 
passed by the US Congress. 

In January 2020, Royal Malaysian Air Force (RMAF) was reportedly pursuing the acquisition of three 
major assets to reinforce its maritime surveillance capabilities which comprised unmanned aircraft 
systems, maritime patrol aircraft (MPA) and ground-based radars under the ‘Capability Development 
2055’ or ‘CAP 55’ programme released in 2018. The RMAF was reportedly seeking up to four MPAs, 
six medium-altitude long-endurance (MALE) unmanned aerial vehicles (UAV) and several ground-
based radars.15 

 

 

 

 

 

 

 

Figure 3: Nexter 105 LG1 Light Gun Mark III 

                                                             
13 https://www.nti.org/analysis/articles/malaysia-submarine-capabilities/ 
14 https://www.janes.com/article/92910/malaysia-looking-to-lease-helicopters-to-replace-grounded-sea-kings 
15 https://www.nst.com.my/news/nation/2020/01/553484/rmaf-seeking-drones-aircraft-and-missiles 
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In March 2020, the MAF received the first 6 of 18 units of 105mm LG1 Mk III Light Towed Guns which 
were ordered from Advanced Defense Systems Sdn Bhd (ADS), one of the major Malaysian defence 
players and its French partner, Nexter. This contract was signed in 2018 by the Ministry of Defence 
during the Defence Services Asia (DSA) and National Security Asia (NATSEC Asia) expo. 

Also in March 2020, RMN has reportedly received the first 6 of 12 Insitu ScanEagle 2 unmanned aerial 
vehicles (UAVs), along with associated equipment that was gifted by the US under Washington’s 
Maritime Security Initiative (MSI) programme. The first batch of platforms and equipment was delivered 
in late February 2020. The package includes training and maintenance to operate the UAVs for up to 
2,000 hours for the duration of the programme. The remaining six UAVs are expected to be delivered in 
2022. 

The fact is there are a lot of plans to strengthen national defence by the Ministry of Defence which is 
not new but delayed by budget reductions or freezes. With funding for acquisitions falling, it is clear that 
procurement will again be postponed or scaled-down.  

 

Policy recommendations for Malaysia hard and soft power 

After the collapse of the Pakatan Harapan government and the resignation of Tun Dr Mahathir 
Mohamad in February 2020, the nation’s eighth Prime Minister, Tan Sri Muhyiddin Yassin is unlikely to 
announce any major changes in the conduct of the country’s foreign policy especially on the crisis in the 
South China Sea, for two obviously reasons. First, he is focused on consolidating political power and 
ensuring the newly-formed Perikatan Nasional coalition government survives. Second, the hallmark of 
Malaysian foreign policy has been one of “continuity” since the end of the Cold War.  

Policy continuity can be observed in Malaysia’s approach to the South China Sea dispute. Over the 
past decades, Malaysia was lucky to have successive Prime Ministers who have sought to protect the 
country’s sovereignty and sovereign rights in EEZ, uphold international law and peacefully manage 
disputes, while avoiding damage to its special diplomatic ties with China. In addition, Malaysians 
support China's presence and investment in the country as a survey conducted by Merdeka Centre in 
2017 revealed that 70% of Malaysians feel positive about China’s presence and believes it will do more 
good than harm to the country. 

Malaysia could continue practicing the soft approach in dealing with China. As the first country in the 
region to establish diplomatic ties with China when Tun Abdul Razak visited the Peoples’ Republic in 
1974, bilateral trade volume between China and Malaysia has surged to US$108.6 billion in 2018 – an 
increase of more than 600 times as compared to only US$159 million US, 46 years ago.16 

Malaysia should maintain the country’s valuable economic relationship with China despite the South 
China Sea disputes. It is noted that China has been Malaysia’s largest trading partner for 10 
consecutive years, with trade growing 8.1% to RM313.8 billion in 2018. Exports to China expanded by 

                                                             
16 https://www.freemalaysiatoday.com/category/nation/2019/05/31/from-sapling-to-towering-tree-envoy-
says-malaysia-china-friends-forever/ 
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10.3% to RM138.88 billion, due to higher exports of chemicals and chemical products, electrical and 
electronics (E&E) products, liquefied natural gas (LNG), manufacturers of metal, optical and scientific 
equipment, transport equipment and processed food.17 China is also Malaysia’s largest import source, 
accounting for 19.9% share of total imports in 2018.  

Other than that, the Malaysia-China relations should be continued since ties between both nations have 
been fast traced economic development with the relaunch of the iconic cooperation projects such as 
East Coast Rail Link (ECRL) and Bandar Malaysia in 2019. 

Another soft measure is to continuously support the conflict management process between ASEAN and 
China, specifically the Declaration on the Conduct of Parties (DoC) in the South China Sea and the 
ongoing negotiations for the Code of Conduct (COC) to manage South China Sea maritime and 
territorial disputes. The DoC – which was first raised in the 1990s – aims to promote a peaceful, friendly 
and harmonious environment in the South China Sea for the enhancement of stability, economic growth 
and prosperity in the region. Malaysia could play the important role by constantly calling for the non-
military approach to the South China Sea disputes and re-initiating the ZOPFAN concept in order to 
turn the area back into a “region of peace, friendship and trade”. 

On the other hand, Malaysia’s overall approach toward China and other claimants could be recalibrated 
with more assertive actions such as strengthening the readiness and capabilities of national defence 
especially the navy, air force and coast guard assets to contend with encroachments into our territorial 
waters and EEZ. The Royal Malaysian Navy and Malaysian Maritime Enforcement Agency should 
continue monitoring the presence of the Chinese Navy, Coast Guard and maritime militia operating in 
Malaysia’s EEZ.  

On top of that, Malaysia should step up the discussions with other claimant states to promote joint 
economic exploitation of resources, and also with the US, as their naval presence in the region 
facilitates promotion of freedom of navigation and overflight in the South China Sea while enhancing 
defence cooperation in the region. 

 

//End 

 

                                                             
17 https://www.nst.com.my/business/2019/01/455955/china-remains-malaysias-largest-trading-partner-10-
years-running 


