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 Legal challenge
 As the South China Sea’s territorial claimants entrench their positions, the
 chances of a legal resolution become increasingly slim.

 A numbers game
 South China Sea resource estimates will remain uncertain until further
 drilling can be carried out in the region.

 Danger in the deep
 China’s geopolitical, military and technological rise has left many of its
 neighbours ill at ease.

 Two’s a crowd
 Though joint developments could speed up the exploitation of contested
 resources, claimants remain wary of each other.
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The South China Sea has become defined 

by the seemingly unresolvable territorial 

disputes that span the majority of its 

waters. 

The sea, home to international 

shipping routes, healthy fishing 

industries and possibly vast reserves of 

fossil fuels, has spawned competing 

ownership claims from China, Vietnam, 

the Philippines, Malaysia, Brunei and 

Taiwan. 

The history of these disputes can be 

traced back to the Second World War, 

when Japan claimed the Spratly and 

Paracel Island chains. When Tokyo 

relinquished its claims to the islands in 

1951, under the Treaty of Peace with 

Japan, their subsequent ownership was 

not specified. 

China, the Philippines, Vietnam, 

Malaysia, Brunei and Taiwan claim in 

whole or part the Spratly Islands, which 

along with their surrounding territory are 

thought to hold considerable 

undiscovered resources. (See: Map of 

Dispute) 

China and Vietnam both contest the 

Paracel Islands, which came under the 

former’s control in 1974 after a brief 

skirmish between the two. However, the 

islands and their territory have no proven 

or probable reserves and are not thought 

to have significant hydrocarbons 

potential. 

The 1982 United Nations Convention 

on the Law of the Sea (UNCLOS), 

meanwhile, has not only failed to resolve 

the South China Sea’s sovereignty 

disputes but has also fallen short in 

encouraging states to shelve their 

differences temporarily in order to pursue 

meaningful joint development 

programmes. 

 

Numbers and nationalism 

The US Geological Survey (USGS) has 

estimated a mean resource of 2.52 billion 

barrels of oil and 708 billion cubic 

metres of gas for the South China Sea 

Platform area. 

This estimate falls far short of the 125 

billion barrels of undiscovered oil and 

14.2 trillion cubic metres of 

undiscovered gas that state-owned China 

National Offshore Oil Corp. (CNOOC) 

said in November 2012 the region could 

hold. (See: Looking for reserve certainty 

in the South China Sea, page 6) 

The lack of resource certainty stems 

from a paucity of seismic data and 

drilling, owing to political protestations, 

frequent low-level maritime skirmishes 

and international oil companies’ (IOCs) 

aversion to being drawn into the dispute. 

Although naval clashes can be traced 

back more than two decades, the rate and 

intensity of conflicts involving warships, 

maritime agency vessels and survey ships 

has ramped up over the last five years. 

This has stoked fears that the South 

China Sea is becoming a potential 

flashpoint for a much larger regional 

conflict. 

China has increasingly come to see the 

sea as a “core national interest”, key to 

the country’s ongoing rise on the 

international stage. 

The last five years have seen the 

country’s naval and offshore upstream 

capabilities expand rapidly such that 

nationalism, as much as natural 

resources, is driving the country’s 

frequently bellicose stance on the sea. 

(See: Nationalism muddies the waters, 

page 7) 

 

Moving parts 

Beijing has generally refused to enter 

joint development projects, which open 

the door to resource exploitation without 

first requiring a legal resolution to 

territorial disputes, unless there is prior 

recognition of its sovereignty claims. 

There have been a couple of small 

initiatives involving China, Vietnam and 

the Philippines. The first has made no 

commercial discoveries while the other is 

now defunct. 

Despite the political advantages of 

joint developments, Beijing is now in a 

position where it views such co-operation 

as unnecessary while other countries are 

afraid of being seen to give too much 

away if they pursue them with China. 

(See: Entrenched positions render joint 

developments unlikely, page 10) 

This means that the South China Sea’s 

claimants will need to find a legal 

resolution if they hope to avoid situations 

where unilateral exploration efforts could 

lead to open conflict. 

Yet this also seems like a dead end, 

with regional neighbours becoming 

increasingly intractable over their legal 

claims. 

China remains committed to its claim 

over 90% of the sea despite a lack of 

clarity to its assertions. 

The Philippines has sought UN 

arbitration on the matter of its claims to 

the Spratlys, all to the effect of China 

refusing to be part of the process and 

claiming the arbitral tribunal does not 

have the jurisdiction. 

Indeed, even though a resolution is 

expected this year it is expected to be 

unenforceable. (See next story) 

So where does all this leave the 

resources in contested South China Sea 

waters? Firmly under the seabed for now. 

Without a legally binding resolution, 

or movement towards joint development 

programmes, the South China Sea’s 

coastal claimants are fated to pair off into 

two teams: China vs everybody else. 

Beijing is not too fazed by this, happy 

to continue the slow creep of power 

projection that has so thoroughly rattled 

its neighbours. 

With no peaceful resolution in sight for 

the next decade there is likely to be an 

increase in the region’s militarisation as 

well as the associated risks this brings. 

CHAPTER 1 

An overview of the 

South China Sea dispute 
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The South China Sea’s sovereignty 

disputes have slowed development of the 

sea’s hydrocarbon potential and will, 

undoubtedly, continue to do so unless 

claimants commit to working together. 

Joint development offers perhaps the 

best opportunity for the sea’s most 

assertive rivals – China, Vietnam and the 

Philippines – to find a peaceful way to 

tap the region’s natural resources. 

While still relatively new in 

international law, first appearing in the 

1970s, joint development allows for 

states to develop offshore oil and gas 

reserves in contested areas without 

requiring a settlement of sovereignty 

disputes. 

Talking to NewsBase, Thayer 

Consultancy director Carlyle Thayer 

said: “It is commonplace in international 

law to add a clause to the effect that an 

agreement on joint development ‘does 

not prejudice prior claims to 

sovereignty’.” 

He added that the concept allowed 

each party “to bring something to the 

table in order for both to benefit.” 

Yet while there have been a couple 

of joint developments in the South 

China Sea to date, the prospect of 

future co-operation is increasingly in 

doubt as all sides entrench their 

respective positions and refuse to 

shelve their claims temporarily in 

order to work together. 

 

Widening gulf 

Only one joint development project 

within the South China Sea still exists 

– a partnership between China and 

Vietnam in the Gulf of Tonkin. 

State oil companies PetroVietnam and 

CNOOC Ltd kicked off exploration in 

November 2006 and both sides agreed in 

October 2013 to extend their joint efforts 

until 2016. Commercial reserves are, as 

yet, still proving elusive. 

A sixth round of talks on the sea area 

beyond the mouth of the gulf was held in 

December 2014. 

Meanwhile, in a January 17, 2015 

interview with state-run newspaper 

People’s Daily Vietnamese Ambassador 

to China Nguyen Van Tho commented 

that the delimitation of the gulf had been 

successfully completed. 

Future co-operation outside these 

waters looks less than certain, however, 

following events in 2014 that saw 

China’s first domestically built 

deepwater rig, the Haiyang Shiyou 981, 

positioned around 120 nautical miles 

(222 km) from Vietnam’s coastline. 

Southeast Asia Analytics principal 

Zachary Abuza told NewsBase that while 

any co-operation between the two had 

been undermined by the rig’s placement 

southwest of the Paracel Islands, state-

owned China National Offshore Oil 

Corp.’s (CNOOC) offer of nine blocks in 

waters contested by Vietnam to 

international bidders in June 2012 had 

also soured relations. 

For its part, Vietnam offered two oil-

exploration blocks in disputed waters to 

India in October 2014, eliciting sharp 

criticism from Beijing. 

What little goodwill was accrued when 

the two sides signed a basic agreement 

on settling their maritime issues in 

October 2011 seems to have been used 

up. 

The only other South China Sea joint 

development to have taken place is the 

now defunct Joint Marine Seismic 

Undertaking (JMSU). 

 

Purchasing power 

CNOOC, PetroVietnam and 

Philippine National Oil Co. (PNOC) 

agreed in March 2005 to the joint 

acquisition of offshore seismic in 

142,886 square km of waters west of 

Palawan. 

Thayer explained that – while the 

project involved a Chinese vessel 

conducting the survey, Vietnam 

processing the data and the 

Philippines interpreting the results – 

later accusations of Chinese 

corruption had led to the project not 

being renewed at the end of its three-

year term.

CHAPTER 5 

Entrenched positions render 

joint developments unlikely 

Joint development in the South China Sea could give rival countries quicker access to its 

natural resources, but the likelihood of claimants working together is slim 

By Andrew Kemp 

 Joint development agreements do not have to prejudice prior claims to sovereignty 

 Of the two realised joint ventures in the South China Sea only one remains active 

 China demands that any joint development partner recognises its sovereignty 
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