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Preface

My interest in this topic originated from academic curiosity aimed at better understanding
the military dynamics of a region unfamiliar to me, and expanded to examine broader
implications of regional trends that the United States must effectively manage to remain relevant
in Southeast Asia. While some may argue that Washington should disengage from certain parts
of the world, discounting an increasing trend of defense expenditures when roughly $5.3 trillion
in annual trade transits the South China Sea is difficult to ignore.

| am grateful for the opportunity to attend Marine Corps Command and Staff College. As
a civilian in a PME environment, the professionalism, work ethic, deep knowledge and
experience of the faculty and fellow student body has enriched my experience in a way that no
civilian institution could. I would like to thank all of my colleagues and faculty in Conference
Group 1 for making seminar truly enjoyable, and my MMS mentor, Dr. Eric Shibuya, whose
expertise and mentorship made the MMS process a very smooth experience. Finally, and most
importantly, 1 would like to thank my family, particularly my wife Haleigh, who always
encourages me to challenge myself and who tirelessly goes out of her way for our family. |

couldn’t have completed this program without her support. Rowan, Jonah, and I are truly lucky.



Executive Summary
Title: Militarization in Southeast Asia and Implications for the United States
Author: Frank Bartos

Thesis: Over ten years of rising defense expenditures led to improvements to ASEAN military
capabilities, but complex security challenges and an evolving global political climate increases
the prospect of diverse foreign and defense relationships.

Discussion: This paper is organized into three sections. Section one examines regional trends
focused on drivers behind defense spending, whether the region is experiencing an “arms race,”
shifting politics impacting defense policies, and emerging military modernization. Territorial
disputes in the South China Sea, domestic threats, and a desire to reap the economic benefits of
maintaining an indigenous military industrial capability serve as key drivers for defense
spending. ASEAN members are not quite embroiled in an arms race, but trends reflect more than
traditional modernization given varied threat perceptions. ASEAN members employ a hedging
foreign policy strategy, allowing them to preserve relations with both the United States and
China, but also providing them with the flexibility to lean more toward one power if doing so
serves in their interest.

Section two analyzes three country specific case studies to better support the judgments made in
section one. The Philippines (traditional US ally), Vietnam (historical US and Chinese foe), and
Malaysia (fully embracing hedging) provide a representative snapshot of ASEAN states with
differing approaches to security policy, and states considering a variety of options on how to
manage their relationships with the United States, China, and other regional powers. These states
also have territorial disputes in the South China Sea.

Section three outlines a number of recommendations the new US administration should
undertake to address regional perceptions. The Trump Administration does not need to preserve
specific Obama Administration “rebalance” policies, but it should not disengage from the region
over questions regarding the utility of US alliances. Nurturing defense ties with regional allies,
conducting freedom of navigation operations, and promoting peaceful resolutions to territorial
disputes should be expanded. Encouraging ASEAN to undertake a unified position on the South
China Sea would also strengthen its position in engaging with China as Beijing’s strategy has
been to interact bilaterally to exert its power.

Conclusion: Modest improvements to ASEAN military capabilities alone will not address the
region’s security challenges, and China’s continued military expansion in the South China Sea
and rising ASEAN member confidence from arms purchases intended to counter Beijing’s power
projection increases the possibility for miscalculation. The hedging foreign policy approach
present in Southeast Asia coupled with China’s increased military assertiveness and ASEAN
uncertainty regarding the new US administration’s Asia policies is creating opportunities for
ASEAN states to shift traditional relationships to include other external powers such as Russia
and India. The United States must stay engaged with ASEAN members to avoid an irreversible
vacuum of influence that China and Russia would seek to exploit.



Annual defense spending in the Asia Pacific region increased from about $274 billion to
$436 billion between 2006-2015 amid ongoing security concerns such as territorial disputes in
the South China Sea (SCS).! This paper analyzes the broader implications rising defense
spending by Association of Southeast Asian Nations (ASEAN) countries will have on the region
and for the United States. The analysis is further supplemented by exploring military
modernization and foreign policy trends in three ASEAN countries--the Philippines, Vietnam,
and Malaysia--because these countries all have territorial disputes in the SCS and offer
representative case studies of the various security challenges in the region. The Philippines
represents a traditional US ally, Vietnam displays a historic foe of the United States and China,
and Malaysia demonstrates how a country fully embraces a hedging foreign policy. Over ten
years of rising defense expenditures led to improvements to ASEAN military capabilities, but
complex security challenges and an evolving global political climate increases the prospect of
diverse foreign and defense relationships. Motivations and threat perceptions vary among
ASEAN members, and these states must approach their foreign and security policy from a
position of disadvantage given the inferiority of their militaries to larger regional powers such as
China, Japan, and South Korea.

Most ASEAN countries employ a hedging foreign policy strategy where they are
preserving security cooperation with the United States as a deterrent against China, while also
seeking economic trade opportunities and cordial diplomatic ties with Beijing. The perception of
US disengagement from the region could push some states closer into China's sphere of
influence, a trend that was already materializing at the end of the Obama administration and that
could be exacerbated with the uncertainty of the Trump administration’s approach toward

Southeast Asia. The Obama administration's Asia "pivot"” or "rebalance™ initiated an expansive



foreign policy approach in the broader Asia Pacific region. This paper does not identify Obama
administration policies that President Trump should maintain, but it discusses implications
stemming from the increased militarization of the Southeast Asian region on ASEAN members.
As political winds shift, some ASEAN countries may move away from Washington in response
to a less reliable United States and as China continues to exude its regional influence. Perceived
US disengagement from the region could also allow Russia, India, and European states to fill the
void as Moscow probably seeks to expand economic relationships to offset Western sanctions
over Ukraine, and Delhi and the EU aim to develop their military sales industries.?

This paper analyzes drivers behind regional defense spending, shifting politics that can
impact arms procurement and defense policy, and recent and emerging military modernization
efforts in Southeast Asia. Domestic and international threat perceptions influence ASEAN
military modernization, along with economic benefits of maintaining a stable indigenous defense
industry. Persistent engagement by the United States and China, coupled with secondary powers
such as Russia and India, influences ASEAN defense relationships. Individual case studies on
the Philippines, Vietnam, and Malaysia offer a representative snapshot of ASEAN states
considering a variety of options on how to manage their relationships with the United States,
China, and other regional powers.

What Drives Defense Spending and Arms Procurement?

China’s growing military assertiveness regarding territorial disputes, domestic security,
ASEAN economic prosperity, and a desire to expand technological and domestic industrial
capabilities through military production drove the Philippines, Vietnam, and Malaysia to
increase their defense spending over the last 10 years. Each of these countries has a maritime

territorial dispute with China (some overlapping amongst each other), and the Philippines and



Vietnam had “warlike” confrontations with China regarding these disputes.® China claims over
90 percent of the South China Sea which it justifies based on initial discovery dating as far back
to the 2nd century BC.# In 2012, a Philippine warship attempted to interdict Chinese fishing
boats off the Scarborough Shoal, and Chinese surveillance ships subsequently responded by
blocking the Filipinos from arresting the fisherman.® Vietnam also claims the Spratly and Paracel
Islands, and in 1988 lost three ships in an armed confrontation with the Chinese navy.® Malaysia
claims a number of islets in the southern Spratly Islands, having occupied five since 2009, but is
less confrontational with China regarding the regional dispute given that its claims are much
further south than other claimants.” In 2013, the Philippines filed for arbitration under the United
Nations Convention on the Law of the Sea (UNCLOS) to challenge China’s claims. The
Permanent Court of Arbitration (PCA) ruled that China’s claims had “no legal basis, but Beijing
rejected the ruling and the PCA has no enforcement mechanism.”®

China is increasingly more assertive in enforcing its claims in the SCS through the
development of military installations on a number of islands.® China reclaimed more than 2,900
acres since 2013, and is now transitioning to infrastructure development.i® Malaysia, Philippines,
and Vietnam have also reclaimed islands and developed infrastructure but are unable to compete
with China’s resources. Malaysia reclaimed a total of about 70 acres, the Philippines, 14 acres;
and Vietnam, 80 acres.!! China’s infrastructure development includes the construction of
airfields and deep water ports, expanding Beijing’s ability to project power and sustain
operations in the SCS.12 China’s development of installations is expected to continue, and
ASEAN countries will continue to view Beijing’s efforts as destabilizing. Southeast Asia’s

inability to compete with China’s military resources creates opportunities for Washington to



enhance bilateral security relationships, while China will seek to engage Southeast Asian states

bilaterally to drive wedges among claimants.™®
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Domestic security and counterterrorism (CT) capabilities have long been concerns in
Southeast Asia and CT capabilities were greatly enhanced under the Bush administration as
Washington became increasingly focused on global terrorist networks after 9/11.%° The United

States encouraged the development of CT capabilities and provided law enforcement and special



operations forces training, to include Indonesia and the Philippines.® Although the terrorist
threat receives less attention since SCS disputes have flared up in recent years, some ASEAN
states list domestic security--which can also include separatist groups not listed on US terrorist
lists--as the primary focus in their national security strategies. The Philippines remains
concerned with the Abu Sayyaf Group (ASG) and the Moro Islamic Liberation Front terrorist
groups, along with the Maoist New People's Army.!” Malaysia is increasingly concerned with
ISIL’s influence in the region and piracy involving Philippine based groups such as ASG and
Royal Sulu Sultanate Army.® While some ASEAN security threats may align with US CT
concerns creating opportunities for cooperation with the United States, others will not, and
ASEAN governments will be resistant to US efforts to shift that focus.

Indigenous domestic production is often an overlooked driver in defense modernization
that can provide a boost to the local economy and develop technological expertise that could
reduce future foreign acquisitions. Domestic production also provides “security of supply” as
argued by Richard Bitzinger, because countries worry about losing a reliable source of arms that
could stem from actions such as embargos or sanctions.® Although creating a comprehensive
arms production capability requires significant financial and technological resources, economic
growth from as far back as the 1990s provided a few ASEAN members the ability to initiate
some domestic arms production.?® The design of advanced combat aircraft or missile defense
systems is not feasible for ASEAN countries, but complementary and less technologically
advanced equipment such as ammunition, small patrol ships, and armored vehicles is
achievable.?! Most ASEAN states produce at least some level of small arms, to include the
Philippines and Vietnam, but the most industrially capable countries are Indonesia, Malaysia,

and Singapore.?? Nonetheless, even these states are constrained in their ability to innovate, as



their industries rely heavily on licensing of foreign designs or producing within consortiums
where they are given access to technology through offsets.?® Consequently, the most effective
utility of domestic industry in the near term will involve maintenance, overhaul, and in some
cases the possible upgrade of existing systems. If rising defense spending trends continue,
ASEAN countries will continue to seek offsets when considering arms contracts from the United
States and elsewhere to enhance their domestic industry, but for the time being, Southeast Asia
will predominantly remain a buyer’s market.
Not Quite a Regional Arms Race...But Don’t Finish Last

A number of observers describe the increased defense spending and arms acquisition in
Southeast Asia as an “arms race.”?* While tensions in the SCS probably will continue, and the
potential for military conflict should not be ignored, the arms race depiction of ASEAN states
competing against an adversary is overstated. The classic perception of an arms race resembles
the US-Soviet nuclear build up during the Cold War or Great Britain and Germany’s
"dreadnought” naval build up ahead of World War I, and involves relative military parity among
rival actors. ASEAN defense spending trends are more reflective of broad modernization, but
that could trigger a military competition of sorts where ASEAN states seek to avoid being the
weakest regional power susceptible to aggression. Richard Bitzinger describes ASEAN trends as
an “arms dynamic” that falls short of a traditional arms race but represents more than regular
military modernization.?® He argues that Southeast Asian states do not have “mutually
adversarial relationships” among each other, and while their defense procurement is largely in
response to China, the trends do not reflect an attempt to keep up with Chinese military
modernization.?® Koh Swee Lean Collin reinforces Bitzinger’s argument further that Southeast

Asian countries are modernizing to keep up with regional trends tied to economic growth and not



because of animosity.?” Collin also rejects the notion that Southeast Asian states seek to compete
militarily with China as Beijing spends more on defense than all ASEAN members combined.?
Even if ASEAN countries maintain close defense ties with Washington in the near-term, simple
geography demonstrates why these countries seek to establish some form of deterrence by
improving their militaries because the US military footprint seen as a counterbalance to China in
the region is unlikely to be viewed as enduring. China and ASEAN members with territorial
disputes would both prefer to resolve disputes peacefully, but Beijing’s actions in the SCS? and
persistent ASEAN arms purchases increase the possibility of a miscalculation that could escalate
into military conflict.

Evolving ASEAN member threat perceptions over the last 10 years have caused many
states to divert resources from their traditionally large armies to emerging navies and air forces.
This trend is aimed at rebalancing militaries to foster joint capabilities, and is largely attributed
to China’s military rise, but also reflects broader concerns with maritime security and disaster
response given the region’s geographic landscape. Arms purchases are focused on surface
warships, submarines, transport aircraft, rotary-wing aircraft, anti-ship missiles, Intelligence,
surveillance and reconnaissance (ISR) systems, and fighter aircraft. These types of platforms
were prioritized given that regional economic growth provided the resources to undertake
expensive acquisitions. Nonetheless, internal security threats and the economic benefits of
indigenous production sustained some land force modernization, such as armored personnel
carriers. Trends in the Philippines, Vietnam, and Malaysia highlight some similarities and
differences in managing their security interests through defense modernization. These states also
illustrate a spectrum of varying approaches to foreign and defense policies and means to

undertake and manage increased defense spending over several years.



How Political Winds Can Shift

The United States cannot assume that ASEAN states concerned about China’s rising
power will always be receptive to Washington’s overtures. The nature of a hedging foreign
policy strategy leaves open the potential for shifting bilateral relationships. Hedging aims to
diversify relationships to prepare for future uncertainty and seeks to avoid being dominated by a
great power while at the same time not antagonizing it.3° Conversely, balancing involves
aligning with the weaker of two large powers and bandwagoning is aligning with the stronger or
the power with momentum. China will always retain regional influence given its geographic
proximity and Southeast Asian states recognize that the United States may not always remain a
regional power broker. Nonetheless, a hedging strategy also demonstrates a need to cooperate
with another great power as ASEAN countries realize their inability to counterbalance China’s
influence alone. Evelyn Goh takes this approach further by claiming ASEAN countries are
employing an “omni-enmeshment" strategy where they seek to “envelop states in a web of
sustained exchanges and relationships, with the long-term aim of integration.”! Goh claims
Southeast Asian states are open to engage with numerous powers because they fear an unstable
system of competition between the great powers.>? Therefore, omni-enmeshment also includes
entangling the great powers amongst each other to avoid conflict. A senior Malaysian policy
advisor characterized this approach by saying, “what we really want to do is help the 'elephants'
get to a point where their interests are so intertwined that it would be too costly for them to
fight.”®3 Given that hedging provides flexibility in managing relations, Washington must contend
with the possibility that an ASEAN state could learn further toward bandwagoning or balancing
if it perceives a shift in Washington’s or Beijing’s power, and omni-enmeshment were to break

down over a US-China conflict.



ASEAN states recognize that they have the most to lose in a regional armed conflict.
Therefore, they will remain open to engagement with other powers. Russia increased its interest
in Southeast Asia as it likely seeks new avenues to shore up its economy following Western
sanctions over Moscow’s annexation of Crimea in 2014.3* Vietnam already has longstanding
defense ties to Moscow, and during a January 2017 port visit by Russian warships to the
Philippines, the Russian ambassador in Manila indicated Moscow’s desire to supply the country
with weapons which President Duterte welcomed warmly.® Russia avoids being vocal on SCS
disputes given that China and Vietnam are two of Moscow’s largest Asia Pacific arms buyers.*
Russia may seek to exploit Southeast Asian defense spending increases by expanding arms sales
in the region, particularly if ASEAN governments such as the Philippines become frustrated with
US bureaucratic procedures or restrictions of arms sales.®” India, a traditional Chinese rival, is
also increasingly concerned with China’s military modernization and is expanding defense ties
with Vietnam through sales and military training, especially given its familiarity with Russian
made hardware.®® Finally, European industry is playing a more prominent role in the region
through arms sales as well. However, most European governments are wary of inserting
themselves into regional issues such as the SCS to preserve economic interests with Beijing.*®

China seeks to exploit fissures between ASEAN states and Washington. In 2016,
Philippine President Duterte lashed out against the United States in response to criticism from
Washington over human rights abuses as part of his ongoing “war on drugs.” US congressional
leaders vowed to block the sale of assault rifles and Duterte threatened to expel US forces from
the country.*® A US Justice Department money-laundering investigation of Malaysian
government officials angered Prime Minister Razak last fall.*! Malaysia signed a defense

agreement with China in November, which included the purchase of four warships, and Razak
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commented on Malaysia’s tension with Washington noting, “we believe it is incumbent upon
larger countries to treat smaller ones fairly" and added Malaysia was “increasing mutual trust”
with China regarding the SCS.*? Beijing relaxed fishing restrictions on the Philippines near the
Scarborough Shoal and also offered informal trade deals to Manila.** Although Philippine and
Malaysian officials have sought to mend ties with the United States, Russia and China could
attempt to increase their influence at Washington’s expense. The Philippine public remains very
pro-American, preserving rapprochement opportunities from Washington, but as a Singaporean
diplomat commented in reaction to recent regional tension with the United States, “China is
using its economic leverage, its geographic position and its lack of interest in human rights to try
and change the balance of influence in a region where the vagaries of American politics are now
on stark display.”** The following three sections of this paper will further explore the
Philippines, Vietnam, and Malaysia to evaluate how their policies, defense spending, and
military capabilities will shape their relationships with regional and external powers. These
countries provide a broad representation of how many ASEAN states approach their foreign and
defense policies.

The Philippines:

The Philippines remains in a formal alliance with the United States, but growing tension
stemming from Washington’s criticism of President Duterte’s human rights record and the
warming of relations with China is straining the alliance. Internal defense, disaster relief and
SCS disputes remain the primary security challenges for Manila. The ASG and the Moro Islamic
Liberation Front, coupled with a sporadic insurgency from the Maoist rebels of the New People's
Army, largely occupy the Armed Forces of the Philippines (AFP).*® The Philippines faces nearly

20 typhoons a year and is situated in the Ring of Fire geologic fault lines, which will continue to
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require rescue and disaster relief capabilities.*® Up until President Duterte assumed office in June
2016, the Philippines was explicit in support of a visible US military presence in the Asia Pacific
region. Despite Duterte’s efforts at rapprochement with Beijing, territorial disputes will continue
to influence Manila’s defense policy.*’ Closer ties with China may offer short term political
gains, but regarding SCS disputes, the Philippine public overwhelmingly (90%) tends to view the
issue as a “very big problem,” according to a 2013 Pew research poll.*® Despite indicating a
willingness to work with the new US administration, the unpredictability of President Duterte’s
perception of the US-Philippine alliance will factor into potential defense cooperation with
Washington. Additionally, China and Russia will seek to exploit Duterte’s willingness to overtly
challenge Washington, particularly if the Trump administration is less interested in Southeast
Asia.

The Philippines increased defense spending from about $2.6 billion in 2006 to $3.8
billion in 2016 (see figure 1).*° In 2010, then President Benigno Aquino embarked on a multi-
year plan to increase defense spending from early 2000 levels.>® The plan focused on protecting
the territorial integrity of the state, offsetting foreign defense challenges and protecting maritime
interests by modernizing surface, sub-surface and air warfare capabilities.>* Aquino was
posturing the AFP to project power outside Philippine borders at a time when bilateral relations
with China were in decline over the Spratly Islands.>? President Duterte in his first budget
proposal last fall continued the trend of prioritizing defense spending, but was critical of past
defense procurement programs, such as FA-50 aircraft, that he judges to provide little support to
domestic security challenges.>® Budget Secretary Benjamin Diokno highlighted crime, illegal
drugs, terrorism, and domestic insurgency as the focus areas of the current defense budget.>*

While domestic security will always be a major priority in the Philippines, Duterte’s perceived
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disregard for broader military modernization could inhibit the AFP from building on recent
improvements under Aquino and would stunt the development of modest out-of-area capabilities.

The Philippine Army (PA) accounts for the majority of defense spending given the
domestic threats facing the country. Ground mobility is traditionally a PA shortfall as it
maintains about 50 battalions in Mindanao for counter insurgency (COIN) operations. Since
2010, the procurement of M113 Armored Personnel Carriers (APCSs), utility vehicles, and the
reconfiguration of some APCs to infantry fighting vehicles (IFVs) has been the PA’s priority.>®
Additionally, the Philippines accepted 30 High Mobility Multipurpose Wheeled Vehicles
ambulances from the US in 2015.%" Along with long term US training to small unit ground
formations, these platforms are expanding the PA’s security while maneuvering in rural
environments for COIN operations.

Coordinating air support for kinetic strikes and transport is also a challenge given the
Philippines’ aging aircraft, a lack of spare parts, and high attrition.>® In 2015, the Philippine Air
Force (PAF) procured three Airbus C295 transports and in 2016 received two surplus C-130
transport aircraft from the United States.*® Also in 2015, the PAF acquired eight AW109 light
attack helicopters and as of August 2016, is considering additional attack helicopters of an
unspecified airframe.®® Rotary wing platforms will boost close air support capabilities to army
and marine units conducting COIN operations. Transport aircraft are providing new options for
domestic and international humanitarian relief efforts, in addition to expanding the AFP’s ability
to supply ground forces in country. However, the small inventory of platforms, particularly
maritime patrol aircraft, limits the AFP’s ability to project power outside its borders absent

outside assistance.
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As a result of increased SCS tensions in 2012, the Philippines announced it was seeking
maritime security cooperation with its allies.®! The Philippines consists of over 7,000 islands and
the Philippine Navy (PN) struggles to patrol all of its territories given the lack of naval
platforms.®2 Light frigates, corvettes, multi-purpose attack craft, and replenishment ships are the
PN’s priority.® In February 2016, the Philippines released a tender for two new frigates with
anti-air, anti-surface, and electronic warfare capabilities to be delivered within four years, with
South Korea being selected to build the platforms in September 2016.54 The PN has acquired
three US Coast Guard Cutters since 2011, the third as recently as July 2016, and plans to upgrade
its Korean built Po Hang-class corvette.%® The PN was able to implement some of its largest
modernization plans since 2012, but the maritime character of the Philippines’ geography will
continue to make it very difficult for Manila to defend its territories. President Duterte may be
content with the AFP focusing on domestic threats for the time being, particularly if maritime
disputes with China in the SCS wane. However, military planners will want to maintain various
military options by preserving a broad modernization path given the unpredictability of the
evolving political environment. The Philippines demonstrates how a close US ally can shift its
focus amid changing domestic political winds, shown by Duterte’s receptiveness to China’s
economic overtures. Conversely, Vietnam highlights how a traditional ally of China is forging
new ties with the United States to counterbalance Beijing’s pressure on SCS issues, despite the

complicated history between Washington and Hanoi.
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Figure 1

The Philippines: 10 Year Defense Spending

(in US $m., at constant 2014 exchange rates)
Source: SIPRI
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Vietnam:

Unlike the Philippines, Vietnam does not face much of a domestic terrorist threat and
political unrest is minimal as there is little public opposition to the government. Vietnam’s
military was traditionally land centric, heavily relying on conscription to support the national
sentiment of, “an army from the people and for the people,” % which stemmed from the legacy of
defending against foreign invaders. Hanoi has slowly shifted its modernization focus away from
a land centric military approach toward naval and air power to address concerns in the SCS.%’
Relations with most of its neighbors are positive but competing claims in the SCS continue to
stress relations with China, creating new avenues of cooperation, especially with Washington. In
May 2016, the United States lifted an arms embargo on Vietnam that had been in place since

1975.%8 Vietnam has followed China’s lead in reclaiming and fortifying a number of Spratly
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islands.®® Vietnam’s continued warming of relations with the United States allows it to diversify
its arms purchases and leverage American regional power that is well received by the
Vietnamese public. A 2015 Pew poll found that 76 percent of Vietnamese saw the United States
favorably compared to only 20 percent for China.”® Vietnam was quiet in response to the July
PCA ruling, probably to avoid antagonizing China. Hanoi takes the most aggressive stance
among ASEAN states regarding SCS disputes, and will seek to leverage external assistance to
strengthen Vietnam’s ability to defend its claims.

Vietnam’s official defense budget is a state secret, but public figures show an increase
from almost $2.2 billion in 2006 to about 4.6 billion in 2016 (see figure 2), and is projected to
grow to about $6 billion by 2020.”* While economic indicators suggest sustained increases in
defense expenditures is attainable, integrating new platforms and developing modern doctrine
will probably take many years. Vietnam’s economy depends on resources in the SCS, therefore,
Hanoi recognizes the necessity of improving and integrating air and naval assets.’? Between
2011-2015, Vietnam became the world’s 8" largest importer of weapons, an increase from 43"
between 2006-2010.72 Vietnam retains a long history of procuring Russian arms and continues to
develop defense relationships with India and the United States. Vietnam’s military
modernization started at a much lower position than some of its ASEAN neighbors given its
antiquated equipment, and will require a shift away from a solely land-centric defensive force to
a more balanced one incorporating combined arms.”* However, as Vietnam considers defense
procurement from the United States, Hanoi will need to carefully balance its inventory of new
platforms because integrating Russian and western systems has traditionally been difficult.

Given that Vietnam has had some of the more aggressive interactions with China in the

SCS, the Vietnam People’s Army Navy (VPAN) benefited the most from increased defense
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expenditures over the last 10 years as the economy grew and regional SCS disputes intensified.
The VPAN procured five Russian Kilo-class submarines between 2009-2016 and expects a sixth
in 2017.”° The VPAN also acquired two Gepard-class frigates in 2011 and plans to procure
another two in 2017, all of which will include modern anti-submarine warfare capabilities.”
Vietnam purchased two Molniya-class patrol craft from Russia in 2015, which included the
licensing agreement to build an additional six platforms. The Molniya-class ships include Klub
ship-to-shore missiles, providing Vietnam the ability to target Chinese facilities in the SCS."’
Vietnam perceives that missile systems provide the most effective deterrent against China, and in
2016 Hanoi negotiated with India to purchase the BrahMos anti-ship cruise missile despite
Beijing’s objections.’® India also provided a $500 million line of credit to Vietnam for Indian
defense platforms in September 2016, with about $99 million earmarked for the production of an
undisclosed number of patrol ships for the Vietnamese coast guard, which plays a growing role
in patrolling the SCS."”

The Vietnamese Air Force also experienced sizable investment given the complementing
impact air power can have on maritime operations. However, the high costs associated with
advanced combat aircraft led to modernization moving slowly. Vietnam acquired Su-30 aircraft
between 2003-2016, but also retains an obsolete inventory of Mig-21s and Su-22s.8° Hanoi is
considering replacing its Mig-21s with French Rafales, Swedish Gripens, or US F-16s.8tAir
transport capabilities make up a similar mix of modern and old platforms. Vietnam improved its
inventory with the 2013 purchase of three C295 aircraft but still relies on old An-2 and An-26
aircraft that experience major maintenance challenges.®? The 2014 acquisition of six DHC-6
maritime patrol aircraft from Canada improved maritime surveillance and search and rescue

capabilities.®3 However, aging Mi-variant helicopters and a lack of ISR platforms need to be
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addressed to better monitor SCS activity.® Satellite imagery in November 2016 indicated that
Vietnam extended a runway on Spratly Island and added new hangers capable of accommodating
most of the air force’s inventory.

Although the Vietnam People's Army (VPA) is still the largest Vietnamese service, its
size was reduced as the government recognized the absence of a neighboring land force threat
and emerging security concerns in the SCS.2° Hanoi projects that the most likely military
scenario with China will take place at sea or involve air power and small ground force
operations, and not resemble Beijing’s 1979 ground invasion of the Vietnamese homeland.®’
Nonetheless, the VPA retains political clout and is expected to contribute to domestic tasks
including socio-economic development and natural disaster response.® VPA leaders were able to
secure some modernization funds following years of neglect. The VPA is primarily concerned
with modernizing its aging armor, IFVs, APCs, and small arms.®® The army will continue to play
an important role in preserving its historical legacy of protecting the homeland, but the VPA’s
near term relevance in dealing with Hanoi’s security challenges will continue to wane. As a
result, maritime, air, and missile procurement will continue to dominate defense spending
moving forward. While Vietnam continues to challenge China and the Philippines edges closer

to Beijing, Malaysia fully embraces a hedging strategy by falling somewhere in between.
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Figure 2

Vietnam: 10 Year Defense Spending

(in US Sm., at constant 2014 exchange rates)
Source: SIPRI
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Malaysia:

Malaysia’s focus is ensuring security in its territorial waters, the Straits of Malacca and
Singapore, the SCS, terrorism, and responding to natural disasters.®® Kuala Lumpur (KL) has
territorial disputes with all five of its neighbors but with the exception of occasional naval
skirmishes, most disputes remain in diplomatic channels.®® China’s claims in the SCS include
parts of Malaysian oil and natural gas fields, but not specific features.®? China is Malaysia’s
largest trading partner, tempering Malaysia’s rhetoric on SCS issues, but KL continues to voice
concerns regarding Beijing’s military expansion near Malaysia’s claims.®® The influence of ISIL
in Malaysia is of increasing concern following reports of Malaysian citizens joining the group.
Additionally, Malaysia contends with other insurgent groups such as the Filipino Royal Sulu

Sultanate Army and the ASG, particularly regarding piracy.% US-Malaysian relations soured in
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the fall of 2016 due to ongoing US corruption charges of Prime Minister Razak’s government.%
The United States has been a major arms provider to Malaysia, but like many of its ASEAN
neighbors, Malaysia fields a mix of Western, Russian and domestically produced platforms.
Russia seeks to expand its arms sales to KL, but tensions regarding the 2014 downing of a
Malaysian Airlines flight over Ukraine by ethnic-Russian rebels complicates that prospect.®’
Malaysia will remain focused on protecting its economic interests and will tread carefully in
managing its relationships with Washington, Beijing, and other regional powers.

Malaysia’s defense spending over the last 10 years has been less consistent than many of
its Southeast Asian counterparts. While Malaysia contributed to the long term increases to
regional defense spending, especially in earlier years, KL was also forced to reduce spending at
times as its economy slowed due to falling oil prices and decreased demand from China.®®
Malaysia’s spending increased from about $4.4 billion in 2006 to about 5.3 billion in 2015, but
fell back down to about $4.5 billion in 2016 (see figure 3), and is projected to decrease again in
2017.%° Nonetheless, defense spending has remained about 1.5 percent of GDP, and the
government stresses that previously agreed procurement programs would move forward. 1%
Although KL remains focused on stimulating its economy over defense expenditures in the near
term, developments within the SCS, and Malaysia’s relationships with the United States and
China will shape its willingness to revitalize defense modernization if the Malaysian economy
recovers in the coming years.

Spending on the Malaysian Armed Forces (MAF) is focused on improving air and naval
capabilities, largely at the expense of ground forces. This strategy mirrors other ASEAN states as
SCS disputes became more visible, and for Malaysia, the threat of piracy on economic activity in

the Strait of Malacca continues despite counter piracy efforts significantly lowering attacks since
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2011.1 The Royal Malaysian Navy (RMN) acquired two French/Spanish Scorpene-class
submarines in 2009 and 2010, the first ever submarines fielded by the RMN. The submarine
acquisition was considered a political move following Singapore’s procurement of submarines in
the 1990s, but SCS tensions drastically increased the utility of the platforms.1%? In 2010, the
RMN procured six Kedah guided missile corvettes and is currently exploring options to upgrade
its two Lekiu-class frigates.’®® To complement the corvettes, Malaysia is currently building six
larger and more heavily armed patrol ships fitted with anti-submarine capabilities and improved
anti-ship missiles, which RMN leaders claim is crucial for deterrence in the SCS.1% The Kedah
program is part of Malaysia’s “Tenth Malaysia Plan (2011-16),” which entails local production
of the platform and a number of other smaller support ships.%®

The Royal Malaysian Air Force (RMAF) maintains capable combat aircraft through its
fleet of F-18s and Su-30s, which allowed the RMAF to adjust its doctrine from a solely close air
support role to projecting power greater distances in protecting its regional interests.'% The F-
18s were upgraded in 2015 to improve air-to-air and air-to-ground attack capabilities, and the
RMAF is in the process of improving its helicopters and transport aircraft.’°” The RMAF fielded
12 new EC725 helicopters in 2014, primarily for logistics and search and rescue operations, and
later equipped five of the airframes with machine guns to improve CT capabilities.'® The RMAF
is in the process of fielding a fleet of four A400M transport aircraft, greatly expanding the cargo
load and range for humanitarian relief and logistics operations that its aging inventory of C-130s
provides.1%®

The Malaysian Army (TDM), which experienced personnel reductions as the MAF
shifted its approach away from domestic COIN to a maritime focus, saw little prospect for

modernization until 2013. An incursion by the Royal Sulu Sultanate Army in February 2013
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demonstrated to MAF leaders that some COIN efforts were still necessary, particularly in eastern
Malaysian states.!'® MAF leaders responded by stationing more units in the east, and
reconsidered some procurement programs to address asymmetric threats. The TDM is in the
process of acquiring 20 mine-resistant ambush-protected (MRAP) vehicles from Thailand.*! In
February 2016, Malaysia announced its largest US procurement contract in 20 years for six MD
530G scout attack helicopters that are scheduled for delivery in 2017.11? The helicopters are
expected to be deployed in Malaysia’s easternmost state of Sabah, providing attack, ISR and
reconnaissance capabilities to the TDM.*® One of the TDM’s more economically important
acquisition programs is the domestic production of over 200 armored fighting vehicles that
began deliveries in 2014.1* As the Philippines, Vietnam, and Malaysia continue modernizing
their militaries based on their threat perceptions, the Trump administration must develop clear
policies to help shape regional relations. The final sections of this paper outline
recommendations in this vein and offer concluding trends that highlight implications for the

United States.
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Figure 3

Malaysia: 10 Year Defense Spending

(in US Sm., at constant 2014 exchange rates)
Source: SIPRI
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Recommendations:

Post-election comments from Donald Trump implying China needed US permission to
develop its SCS features could embolden Beijing to accelerate its military buildup.t®
Additionally, Trump’s campaigning of “America First” and his perceived reticence toward
preserving some alliances raised concerns in ASEAN capitals. The Trump Administration does
not necessarily need to preserve specific Obama Administration “rebalance” policies, but it
should not disengage from the region at such a pivotal moment in history. US China policy
extends well beyond the scope of SCS and ASEAN relations, but an overaggressive response to
Chinese activity, such as attempting a naval blockade, or disengagement from ASEAN could
escalate military tensions or create a vacuum of power that China or Russia would seek to
exploit. China should be challenged, and a combined effort between Washington and ASEAN is

necessary for legitimacy. Nurturing defenses ties with regional allies would further improve
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military capabilities and increase defense contracts for US businesses. Expanding freedom of
navigation operations, to include entering waters within 12 nautical miles of artificially built-up
islands, preserves the customs of international law, while promoting peaceful resolutions to
territorial disputes allows Washington to support ASEAN claimants without taking an official
mediator role. Encouraging ASEAN to undertake a unified position on SCS would also
strengthen its position in engaging with China as Beijing’s strategy has been to interact
bilaterally to exert its power. US leaders, irrespective of partisan politics, ultimately need to
recognize that ASEAN states do not simply follow US lead on security policy, which will require
sustained diplomatic, economic, and, military engagement to fully navigate the complexities of
regional affairs.

Conclusion:

Absent a major economic downturn, defense expenditures in Southeast Asia likely will
continue rising as ASEAN states manage the drivers behind their defense policies. Modest
improvements to military capabilities alone will not address the region’s security challenges.
This opens opportunities for ASEAN states to cooperate with multiple powers as they seek to
hedge against one power dominance, while promoting the enmeshment of the United States and
China to reduce the prospect of regional military conflict. However, China’s continued military
expansion in the SCS and rising Southeast Asian confidence from arms purchases intended to
counter Beijing’s power projection increases the possibility for miscalculation. A significant
decrease in US-China relations or Washington’s disengagement from Southeast Asia could lead
to two unfavorable trends for the United States. The first is the development of an actual “arms
race” where weaker powers align closer to one another or with US adversaries, and expand

militarization in a futile attempt to reach military parity with China further destabilizing the



region. The second is ASEAN states determine they have no other option than to acquiesce to
China, decreasing overall cooperation with the United States. Managing Asia Pacific
relationships will be a daunting task for the new administration, but disengagement on the
premise that regional security concerns are of little interest to the United States would be

difficult to reverse because Beijing will eagerly aim to fill any void left by Washington.
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