
Storage
CAI EA9.52 9OD27 ENS
The defence sector in Malaysia
research conducted for the Canadi
High Commission.
43270688





THE DUU$NCK SECTOR IN MALAYSIA

RESEARCH

I CONDUCTRD FOR

THE CAWADIAH HIGH COMMISSION

Booult nBh

M4AY 1990Q



ilffi



3~~~ C- aJU1ÛL 1990

MALAYSIAN SECTOR PROFILES

COt4DUCTED FOR

THE CANADIAN HIGH COMMISSION

KUALA LUMPUR



o

e

~'4 >>»~



renn!flfsU t

INDEX

1.0 Background on the Malaysian Armed Forces 1

1.1 Number of Personnel 1

1.2 Budget 1

1.3 Role 1

1.4 Current Equipment 2

2.0 Future Plans 4

2.1 Government Policy 4

2.2 Hemorandum of Understanding with Great Britain 4

2.3 Other Purchases 5

3.0 Local Capabilities 8

3.1 Local Production 8

3.2 Aircraft Maintenance 6

3.3 Reconditioning 7

3.4 Ship Repair 7

4.0 Procurement 7

4.1 Procurement System 7
4.1.1 Lead Times 8

4.2 Agents 8

4.3 Countertrade 8

5.0 Product Promotion And Support 8

8.0 Canadian Involvement in the Defence Services Asia
Exhibition, Kuala Lumpur, March 1990 8

7.0 Malaysian Knowledge of Canadian Defence Industry
Capabilities



L1coIsuil

Appendix A
Procuroment Systec of the Mniristry of Defnco
Malaysia

Append ix B
Dofence Agents ini Malaysia

Appendix C
Bibliography



-Econsuit

1.0O BACKGROUND ON THE KALAYS IAN ARMED FORCES

1.1 Number tif Per.%Qnnel

Active personnel ini tVh Malaysian Arued Forces number about115000. This is broken down as follows:

Army 90000
Navy 12000
Air Force 12000

0f the total. about 47000 are reserves and the remainder are full
time regular personnel.

1.2 Rudept±

1989 Governmnt oxponditure on defence is *stimated at 3 per centof Gross Domestjo Product or 9 per cent of the national budget.On these bases, 1989 defence experiditure was in the range ofaround US$780 -'800 million.

1.3 RaLa.

In the period mince independence in 1957, the armed forces havebeen concerned primarily with counter insurgency operationsagmînst the Communist Party of Halaya (CPM>.

Hovever with the threat declining over recent years and theDecember 1989 signing of the formai agreement with the CPM toabandon its armed struggle, the *mphasis is now uwitching to thedefence of the nation f rom external aggreusion and the protectionof the country's economic augets.

Currently the country has no perceived external threat althoughMfalaysia does have dlaims in the disputed Spratly Islands in ':theSouth China Sea. China, Vietnam and the Philippines also have
dlaims.

Also located in the South China Sea,and lying between Peninsularand East Malaysia.,are virtually al. of both Malaysia's currentail and gas production and of its proven reserves. Theseresources lie offshore within the country'e Exclusive Economic
Zone (EEZ>.

It i. expected that the need to proteot these resources willresult in a greater rol. for the Navy and the Air Force for sur-veillance, early warning and *xtended defence. Possible USwithdrawal f rom the Philippines could cake this need more im-
med iate.
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The present shape of the Army has been largely deteruained by the
necesssry preoccupationf vith counter insurgency operatioris and
the, Army is nov lookirig ta prepare itseif for conventional. var-
fers. Thîs wiii, resuit, in greater emphasis on *obility, fire
power and Improved communication systems.

1.4 Current Egui6ment

Major equipment currently in service with the armed forces in-
cludes the followi.ng:

5MI

FRIGATES

(1) Kasturi (FS-1500> with 2 x 2
helicopter; plus 2 x 2 MM-38

(2) Hang Tuah~ <UK Mermaid) with 1
ter deck for Wasp; plus 1 x 2

(3) Rahmat vith 1 x 3ASW morta..

PATROL ANDO COASTAL COMRA¶'ANT!

ASW mortar, deck for Wasp
Exocet SSM. 1 x iOQam gun.

x 3 Limbo ASW mortar, helicop-
1O2mm gun.
1 x 11iSm gun.
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b. Tr&nmort Suprt

C-130 Hercules Transports
C-130 Maritime Reconnaissance
C-7A Caribou
SUJ-16B "A1batross- (Amphibians>
Cessna 402B - Light Transport
F-28 Fokker Fëllowship <VIF duties>
HS-1.25 Merpati (VIP duties)
Falcon (VIP duties)

Alouette III - oan b, fitted as gunships
Sikorsky S-61 (Sturi) transport helicopters
Super Puma (VIP duties)

d. I.a.inax.g

F-SF Jet Fighter Traîners
MB-339 Jet Trainers (also have limited Close
raIe)
Cesena 402B - Advanced Fixed Wing Trainers
Bell 57G - Basic Hlicopter Traînera
Alouette III - Advanced Helicopter Traîner.
Pilatus PC-7
TA-4F Fighter Traînera

Air Support

2- in
3-in

81-mm Hotchkiss Brandt
80-mm Brandt "Commando"
4.2-in

otnkdt La»junLhAr (RL>
& RArni-Ippps Lutn-rhp

Wpagnng P
Art i laxy.

84-mu Karl Gustav SRAAW (H)
3.5-iri RL
l20-mm rket

57-ms gun
105imm pack howitzr
105-mm howitzer M-102A1
4O-mm Boforg L-60 AA guns

Scout car
Ara.ured car
Armou~red car, V-150, 90-uap gun
Armoured car, V-100
Armoured car, Panhard
Armoured car, SIBIfAS, 90-mm
CogIç.r,1l gun
SIBMAS, Armoured Reconnaissance Vehicle
Armour car Avise (Stormer)
Armourq4 cuar, Condor
Light tank, Scorpion



Econsuit

IxAtx:
1/4-ton truck, Land Rover

(4x4)
1-ton trucOk (4x4)
Trailer-ail types
35-ton truck
35-ton truck-semitrftiler
Truck. misc
1 1/2 ton truck (4x4)
1 1/2 ton truck (8x6)

2.0 FUTURE PLANS

2. nGvArriment PoliI!v

The Goverriment recogniz.s the neod to modernize the armed forces,
particularly tin view of the faot that budget restrictions tin the
1980's metrit that deferico expenditLzrs was held in tight check.
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Varjous publie announcements mince the signing indicate that the
Malayejan authorities have made sous adjustments to their
original plans and the current planned list of acquisitions is
believed ta include the following:

- 8 Panavia Tornades and asseciated equipment
- Up ta 4 Corvettes with defence missile systeme
- 48 Javelin surface ta air missile launctiers
- 20 x 105 mm light guns
- 30 x 155 au FH howitzers
- additional anti subuarine helicopters

Agreements already signed under the MOU include:

- the construction of a combat training centre at Gemas in
the state of N4egri Sembilan. The centre will conduct
training for armoured, artillery and infantry units.
Simulation equipment will b. part of the package.
The contract, worth M$8500 million (about C$210 million>,
was si<ned in Deceuber 1989. Trafalgar Hous and Taylor
Woodrow were the successful bidders.

- the purchase of two long range air defence radars uanufac-
tured by GBC-Marconi. Apart from the Martello 3D radars,
the govprnment aise agreed te buy 2 Mardis air defence
support systems and te upgrade existing S 800 Marconi air
defence radars. The centract wau signed in October 1989
and the coot is again believed te b. about C$210 million.

- the purchase of a Communication Command Control Intelli-
gence system from British Aerospace. The centract was
signed in late 1989.

2.3 Other Pnuir-hmunm

While the purchases under the MOU will significantly bout
Nalaysia', military capabilities, analysts say that additional
acquisitions will need te be made if these sophisticated weapon
systernu are te prove effective. Whether additienal purchaues
411l aise be British iu unknown but certainly there wil11 b e a
needfor new. equipment te b. compatible wsith that purchased under
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Sources within the Ministry of Defence (Mindef) indicate that
substantial additional purchases are planned and have been put
forward to the government for approval and inclusion in the Sixth
Malaysia Plan 1991 - 1995. While details are confidential, preess
and journal articles over the past year indicate that the follow-
ing projects are under active consideration:

- purchase of new armoured personnel carriers.
- update of existing frigates.
- replacement of the Skyhawk A4's.
- upgraded avionics for the F-5E's.
- re establishment of a former Air Force airfield in
Kelantan.

- construction of a new naval base in Sabah.
- afihihmpnt nf uarmhios to carry helicopters.
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The compariy han depot level capabilities and services and main-tains f ixed and rotary vina aircraf t for the Malaysian Air Forceand Navy. It aise maintains aircraft for the defence forces ofother ceuntries and for commercial, operator.

3.3 Reconditioninge

In late 1989, the army announced that it vas studying the pos-sibility of reconditiening its armoured vehicles vhich have beenin service over ten years. The work is te be dons in conjunction
with a local company.

3.4 Shîo 2Rpir

The Royal Malaysian Navy Dockyard spans about 26 hectares atLumut, 260 kilometres worth of Kuala Lumpur. Construction vascompleted in 1984 at a cost of about C$275 million.

The Dockyard is suitable for civilian as veli as military ship-ping and there have been comments that it has been underutîizedunder Navy direction as it has restricted its activities almostentirely te repair and maintenance cf Navy uhips, veapons and
electronics.

In lin. with privatization initiatives elsewhere in the economy,the gevernment has anneunced its intention te cerporatize thedockyard. Under this proposai it is intended te establish agovernment owned company te take over the eperations f rom theNavy. The company is due te be set up by July lut 1990. Privateequity may b. invited into the company at a later date.

4.0 PROCUREI4ENT

4.1 Procurem.gnt Svmtêm

The Procurement System is set eut in the brochure which appears
as Appendix B te this Sector Profile.

The beginning cf the process is with the user Department - theOepartmnent cf Army, the Departmerit cf ttavy, or the Department ofthe Air Force. It is in these Departments that the decisions aremade about the equi.pment and services that are required and it inthere that petential suppliers should focus their initial ef-
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Lead ti.mes tend to be long as defence c'apitZal equipment purchames
are included under the government's Developrent Budget which is
outlined ini the various Five Y.ar Plans. While amendments can be
miade to the Dev.elopuient Budget from year Vo year, the ovqrall
framework is f ixed. Preparation of the Sixth Mfalaysia Plan, 1991
- 1995, is at an advanced stage and major defence purchases which
are not included will need to wait until 1995 before they can b.
considered again.

4.2 Agentsi

It is a tinistry of Finance requirement that defence purchase. b.

made via Mal.aysian agents. Thpre in no approved l.ist of agents
and arny company which i. regi.stered with the Registrar of Com-
panies in Malaysia can *seek to become a defence procurement
agent.

Some companies knqiwn te b. active in the field are lipted in Ap-
pendix B.

4.3~

Thero iu uèiually a requireisr' that defenco purohases b. offset
sy çounterrade agreement. Ths r.quirements can b. handled

b y speciaists companile# in MalIaysi a who will tako over the coun-

tertrade obligation~s of foreign suppliers for a commission. The

commission le generally in the range of 3 - 4 per cent and can be
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6.0 CANADIAN IIVQLVEMENT IN4 THE DEFENCE SERVICES ASIA EXHIBI-
TION, KUJALA LUMPUR, NARCH 1990.

The following ten Canadian firme had repreuentmtives at the OSA
Exhibition: Irvl.n Industries Canada; SNC Defence; HEL Defence;
Invax Manufacturing; EJE Trans Lite; Bendix Avelex; Mac Donald
Dettwiler and Associates; Bristol Aerospace; Sparton of Canada;
and Allied-Signal Aerospace.

In all m
attendan
tigent w
sented.

in 400 coupanies from over 20 countries vhere in
redictably, in view of the. MOU, the largeat con-
British one which had over 60 companies repre-

7.0

There is
at Mindef
surprised
that he s
that Cana
marketing

S imilarly
said that
the Defen
been very

capabilities
hat he vas
nce produots
da. H. felt
,vy but that

on at Mindef
items for

ers have not
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INTRODUCTION

he procurement of defence stores.
including capital equlpment. is jointly
unclertaken by the Ministry of Defence
and the Ministiy of Finance.

The dedision to request for purchase
rests with the Secretary General of the
Ministîy of Defence. By the delegation of
powers throiigh the Deputy Secrelary
General 1. the Supply Division, working
ctosely wifth the Armeri Forces, is tasked to
administer the procurement miachinery.

Qenerai guidelines and specifications
are prepared for the items 10 be pur-
chased. References are made to instruc-
tions and procedures issued by the

LJptySe

relvanlt authoîltles. Aclheuing Io national
poicies and guiclellnes. the followlng are
highBighteci:

1. The most advanhageous purchase.
taklng lni accounit he price. quality,
service, usage and any ocher relevant
factors.

2. Preference would be given to locally
manufactured products.
3. The New Economîc PoiIcy.
4. Transfer of technology.

5. Counlertrade.
Dlagramatically, the structure of the

Supply Division is as illustraied below:
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The Suppiy Division together wi:h
other Divisions in the Ministry> such as
Logistic Services Division of the Army.
,Navy and~ Air Force1 wvould liaise with the
Defence Science and Technology Centre
for technoiogy transfer requirements as
weil as the Defence Production Division
for possible in country production.

FUNCTION

The' Suppiy Division Is dlvlded int
uîine sections andi each ls inter(lependent
I c'aterimg to the needs of the Armed

Forces, lis mai ckvlites in the pro-
curement process are:-

*market Research.

'Source Enqulry.

Evaluation..

*Tender Process,

Conîraci Process,

*Inspec tion.

would be tabled ai Parliament for
approval.

d. upon approvai. the user wouid
forward is requiremenito t0he
Supply Division for procurement
action.

2. Forward Linkages.

a. ^fier havlng lnitlaled the
çonrraci, the user depariment is
then au;horlsed I0 ralse orders or
recelve cIelveries.

b. The cogitractor/supplier. upon
recelpi of order. woukt commence
delivery action.

c. The Technical inspectorate
Branch/Deparbment concemned
would carry oui tedhnical inspec-
tion of the delvery in accordance

d. Deiivery that meets the technlcal
requiremeflis would be clelivered Io
the stores,

e. Contractor wouid tien forward
bis to Finance Division for
payment,

'r'«
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4. Restricted Tender - this met hod Is
only practlsed lor items which have oniy
a lew or iimîted number of manufac-
turerslsuppliers and aller obtaîng
approvai (rom ilhe Ministry of Finance.
This tender wIi be resîricted 10, only
these known manu lacturers/suppliers.

5. Direct xegotiation - thls method is
oniy practised lor Items which have a
soie manufacturer/supplier and aller
obtaining approval from the Ministry of
Finance. The sole manulfacturer/supplier
wiil be inviied lor direct negotiahions.

QUOTATION PROCESS

The process is as flilows:

i. Supply Division would Invite ai
leasi live suppliers registered with the
NMinisiry of Finance to participate. Those
inviîed wouid have to send their bids
wiihin the period stipulied t0 that
Division and their sampies/brochures t0
the Technical Inspeciorate Branch ai
Batu Canionment.

2. The samples/brochures, ollered arethen evaiuated by, the appropriae
authoriiy.

3. The evaluianion report with the
quotation briel is then îabied belore the
Quotation Board for consideration.

4 . The successlui supplier is notilied
,and inv ited lor éontract negotiation..

3. Tbe contract is then signed.

TENDER PROCESS

The process is as fliows:
1. Supply Division would adverlise in

the local newspapers and in the case of
Iternational Tenders aiso through

Foreign Embassîes/Hîgh Commissions
lnvitlng suppliers to0 submiî bîds and
sampies wiîhin the minimum permod QI
21 days for local tenders and se days for
International tenders. Generaiiy ail
coniraci pre-requisities with regard to
puîce, specilicatîons, deiveries. training
requirements. couniçrtrade. transfer of
technology, and the general terms and
conditions of governmeng contracts are
included In the tender forms.

2. AIl tender documents are to be
submitted t0 Supply Division and
samples/brochures to, the Technîcal
tnspectorale Branch ai Batu Cantonment.

3. The tender documents are opened
by a Tender Scheduiiing Commhiîtee.

4. The sampies/brochures ollered are
then evaiuaged by the appropriate
authority.

5. The evaluation report and tender
briel are then tabled belore the Tender
Board for considerat ion.

6. There are two Tender Boards as
follows:-

a. Tendg& Board A - 500,000 rlnggit
taS. Ooo, ooo rlnggt.
b. Tender Board B - 50,000 ringgit
10 500.000 ringgit.

7. The successlul teniderer wouid
then be inviied Io negotiate the ternis QI
contraci.

a. The contract is then signed.

Conclusloq)
The procuremnent procedure is weii

laid out t0 ensure that the Ministrv im-piements Government policles and at tesame lime It sîriv,.es 10 gel best value for
money for ail is purchases.,
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verificaiion of requiremerus

<Notifcaion ofrequirements

(Adverl ise ment/ ReStricied/Direct)

Schedullng Commite

Test ing/Etval1uai ion
,3f samples

<Preparation ofBer/Q to

Approving Authorlty

IS I.S0nlh héCUooo

taken Modis ntgk JI

1,
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Activity Dprition

1. AB Bofors Ordinance
G22 Kompleks Antarabangua
Jalan Sultan Ismaij.
50250 Kuala Lumipur

Contact: Mfr L.K.U. Larsuon
Regional Sales Rap. Malaysia

Tel: O3 2427597, 2486071
Telex: MA 31242

2. Apera Sdn-Bhd
Penthouse Menara Apera ULG
Jalan Raja Chulan
50200 Kuala Lumpur

Contact: En. Hi. Amir Hamzah
b. Hj. Harun
General Manager

Tel: 03 2613511/3620
Telex: MA 30059

3. AVK Malaysia Sdn Bhd
Ground Floor
35 Jalan SS 15/4
Subang Jaya
47500 Selangor

Nanufacturers and
Exporters, Armauient
and Military Equip-
ment

Military Equipiient

Raprmsentation

Krupp Attas Electro-
nik Gt4BH
Teleuit Electronic
GMBH
C, Plath GMBH
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5. Bahagia Teknik Sdn Bhd
let Floor, Room 115
Kompleks Antarabangea
Jalan Sultan Ismail
50250 Kuala Lumpur

Contact: En. Othman Hi. Isa
1tanaging Director

Tel: 03 2482244/2424
Telex: MA 30787

6. Federal Arma Agency & Co
12, Jalan Klyne
50100 Kuala Lumpur

Tel: 03 2380184
Tgr: fedarm

7. Jaya Râya ]Bhd
7th Floor, Wisma Budiman
Persiaran Raja Chulan
50200 Kuala Lumpur

Tel: 03 2380293/0024/0372
Telex: M 31201

8. Helewar Corp. Bhd
let Floor, The Annex
Plaza KBF
Jalan Ampang
50450 Kuala Lumpur

Defence Equipuient

and explosives

Defence Equipuient.

Arme and Defence
Systems

Contact: YM Tuanku Iskandar
Group Managing Director

Tel: 03 2814177/8444
Fax: 03 2813830
Telex: KA 30331

Mohd Yassin Yahya Sdn Bhd
Wisma Mirama
104, Jalan Choo Cheng Kay
50460 Kuala Lumpur

Contact: Major Mohd Yassin Yahys
Chief Executive

Tel: 03 2422014
Tgr: akrilico

Representttin

Airborne Industries
Lab Sciences
Jobin Yvon
Mormachliff
Adamel Lhomargy
Consort
Berthold Horutmann
Hermann Mloritz

Armaments and
defence systeuis
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10. Oriental Union Arts (M) Sdn Bhd
34, Jalan Padang Walter Grenier
55100 Kuala Lumpur Arms and ammunition

Tel: 03 2482781

11. Osmania Logistics Sdn Bhd
Suite 405, Kompleks Antarabangsa
Jalan Sultan Ismail
50250 Kuala Lumpur

Contact: En. Kamarul Bahrin
General Manager

Tel: 03 2489355/9497
Telex: MA 30186

12. Plessey Malaysia Sdn Bhd
16.02 Pernas International Bldg.
Jalan Sultan Ismail
50250 Kuala Lumpur

Contact: Mr S.N Wright
Managing Director

Tel: 03 2611477
Fax: 03 2613385
Telex: MA 30918

13. Seri Aero Jaya Sdn Bhd
1st Floor,
24A, Jalan Tun Mohd Fuad
Taman Tun Dr. Ismail
60000 Kuala Lumpur

Reoremntation

De Havilland Airoraft
Canada

Rockwell Collins
Australia

Antivity D.mnription

Trading house, manu-
facturers' represen-
tative, investment
partnership and
aviation specialist

Producits-

Defence equipment
and systems.
Air traffic control

systems.
Communication systems

Air Force and Army
equipment

1'
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Tadco Sdn Bhd
Suite 801, Wisma Steplion.
Jalan Raja Chulan
50200 Kuala Lumpur

Tel: 03 2489061/9150

Jauhari Enterprises Sdn Bhd
3lst Floor, Menai'. TUri Razak
Jalan Raja Laut
50350 Kuala Lumpur

Arme and Defence
Systems

Serviemo ftned Ernpucts

Representation for
aviation services
companies. Shipborne
landing systemes for
helicopters.

Repregmnt.t ion

Spar Aerospace Ltd
(Ontario)
Iridal Technologies
Inc. (Ontario)
Amtek Testware Ltd
(Alberta)
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