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SECRETARY OF COMMERCE

WASHINGTON, DC

MEMORANDUM FOR  Assistant Secretary of Commerce

SUBJECT:  PCC on Policy on Piracy in the Strait of Malacca and South China Sea

1. PURPOSE:  To prepare the ASC for a Policy Coordination Committee meeting to discuss piracy in the Strait of Malacca and South China Sea at 13:00 p.m. on 22 March, 2017.

2. DISCUSSION: 

a. Piracy in the Strait of Malacca and South China Sea increased dramatically after October 2016.  There were 76 reported incidents of piracy in January 2017.  

i. This is a threat to freedom of navigation, the credibility of U.S. strategy in East Asia/Pacific, and the safety of commercial shipping in one of the busiest international shipping lanes in the world. 

ii. While most targets have been ships engaged in coastal trade, many tankers, dry bulk carriers, container ships, and general cargo ships engaged in international trade have also been attacked and/or boarded. 

iii.  Losses to American interests are becoming significant, but U.S. trading partners in Asia-Pacific have suffered far more.

b. If pirate attacks or not eliminated, or at least substantially reduced, in the Strait of Malacca, shippers will reroute vessels transiting the northern Indian Ocean to the South China Sea/Pacific Ocean, and vice-versa, from the Strait of Malacca to the Lombak and Sumba Straits.  

i. The latter route would add 1,000 to 1,200 nautical miles to the transit distance, and therefore significantly increase the costs of cargoes. including already highly priced petroleum, and the time of delivery.

ii. The increased costs of imports will reverberate throughout all effected economies, particularly in Asia-Pacific, increasing prices of many goods and services.

iii. Exports to the United States, including oil, will become more expensive, adding to the costs of American consumers and increasing inflationary pressures.

iv. Lombak and Sumba Straits are within the Indonesian Archipelagic State declared under the provisions of the Law of the Sea Convention.  While technically this should not affect the passage of commercial or military vessels through a strait used for international navigation, procedures of an archipelagic regime may complicate transit.

v. The risk of piracy would still exist in the alternate routing.

c. PCC discussions will be based on draft Policy Memorandum proposed by State. 

d. PCC tasked to develop policy options.

e. PCC previously met on March 12.   

f. Probable positions of key members of PCC:

i. STATE and TREASURY support strong action to eliminate threat of piracy.

ii. OSD and JOINT STAFF are concerned that military assets are inadequate to execute PLAN OF ACTION of draft Policy Memorandum without compromising readiness for other possible contingencies.

3. RECOMMENDATION:

a. USC advocate strong U.S. response to piracy threat.
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