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Introduction

After September 11th, 2001, the Coast Guard had to shift its primary focus to Homeland Security.  The operational tempo for this shift has been increased steadily and significantly since that fateful day.  From the wars in Afghanistan and Iraq to the Coast Guard’s move to the Homeland Security Department, more and more assets and resource hours have been redirected to protect the nation’s ports.  Many of the Coast Guard’s traditional Marine Safety activities, such as Marine Transfer Facility Inspections and Pollution Response, were somewhat curtailed in order to meet the rigorous new challenges of Homeland Security—some were stopped altogether.  

One critical mission has changed very little, however—Marine Inspections.  The safety of commercial vessels, their cargoes and, most importantly, their passengers can only be ensured through the safety inspection process.  Accordingly, it would be neither prudent, nor practical to curtail vessel inspections, even in the slightest.  What is prudent, however, is to develop compliance alternatives, or at least promote the use of existing programs.

This research paper examines one existing compliance initiative in particular—the Streamlined Inspection Program (SIP).  SIP is an alternative to traditional commercial vessel inspections developed in response to the Maritime Regulatory Reform Initiative. This reform led the Coast Guard to re-visit its existing regulatory programs and cultivate alternatives, while at the same time, ensuring the same levels of safety on commercial vessels.

In the traditional process, Coast Guard Marine Inspectors perform scheduled examinations on commercial vessels—typically once a year, or quarterly on larger passenger ships.  The SIP, on the other hand, allows vessel owners and operators to perform a majority of those inspections in accordance with Coast Guard approved plans.  These self-performed inspections are completed on fairly strict schedules, thus ensuring that the vessels remain in “continuous states of compliance.”  The Marine Inspector will still visit SIP vessels as scheduled; however, audits rather than traditional inspections are completed to validate the vessel’s compliance.  These audits typically take Marine Inspectors between two and three hours to complete—vs. up to eight or more traditional inspection hours, depending on the size and condition of the vessel.   

Purpose


The purpose of this research is to examine the potential cost savings of the SIP to the Coast Guard.  The Officer in Charge, Marine Inspection Louisville, KY currently has two vessels on SIP—the RIVER QUEEN and the BELLE OF CINCINNATI, both owned by BB Riverboats of Covington, KY.  The BELLE OF CINCINNATI is one of only two high capacity passenger vessels in the nation to be enrolled in SIP.  However, the potential for SIP enrollment by other vessels in the zone exists.  A secondary purpose of this research is to determine the possible benefits that could result from promoting SIP throughout the zone and the nation.  It is also assumed that these savings could be redirected towards Port Security activities, thus helping to enhance the Coast Guard’s Homeland Security posture. 

Research Question and Thesis

Can SIP save money and enable the Coast Guard to concentrate more resource and personnel hours on its Homeland Security missions?  The thesis statement in this research is, “The Streamlined Inspection Program; we can’t afford not to promote it.” 

Significance

Although the scenario in this research is hypothetical, it is based upon inspections done on an actual high capacity passenger vessel that would likely qualify for enrollment in SIP.   This scenario takes place in the Officer in Charge Marine Inspection Louisville zone.  

Furthermore, there are a total of five High Capacity Passenger/Casino Vessels in the Louisville zone that operate exclusively while dockside (i.e., they never get underway with passengers).  The mere size and complexity of these vessels mandates that they receive lengthy and frequent safety inspections—regardless of whether or not they ever leave the dock.  These inspections are typically completed by two, sometimes three Coast Guard Marine Inspectors.  As will be shown by this research, the Marine Inspectors would have to devote only a fraction of their time to ensuring compliance on these vessels if they all were to successfully enroll in SIP.  The savings in opportunities costs alone would be substantial, allowing a redirection of personnel resources to Homeland Security activities.

Methodology


In order to place monetary values on the use of Marine Inspectors, a Coast Guard Instruction, COMDTINST 7310.1E, was referenced.  This instruction is typically used when seeking reimbursement for Coast Guard monitoring costs from parties responsible for oil and hazardous chemical spills.  Also, past inspections were referenced to establish the hypothetical timeline in this research scenario.

Findings


The research subject is a large casino vessel in a city two and half hours from Coast Guard Marine Safety Office Louisville, KY (a.k.a. Officer in Charge, Marine Inspection).  The vessel has multiple decks and is certificated to carry several thousand passengers.  It currently receives traditional inspections every quarter.  Typically, it takes two Marine Inspectors (Chief Warrant Officers [CWO]) nearly six hours to complete a thorough inspection for certification—including crew drills and documentation checks.  In some cases, an additional Petty Officer assists with the inspections.  The process begins just after noon with crew competency examinations such as fire, man overboard, and evacuation drills.  The drills must begin at this time to avoid larger passenger counts later in the evening—it would be financially detrimental to the casino to completely cease operations for the duration of the inspection.  The inspection continues on into the evening hours, and sometimes must resume the next morning, contingent upon how many deficiencies are found early on.  With or without deficiencies, it is an overnight trip.


Based on this scenario (i.e. One CWO4, one CWO3, and one Petty Officer 2nd Class [PO2}), the combined hourly rate was computed using COMDINST 7310.10G (see Table 1).  First, the roundtrip travel time from Louisville is approximately five hours.  Table 1 shows that the hourly rate for a CWO4 (listed as W-4) is $70.00 per hour.  The CWO3 (W-3) is $63.00.  And the PO2 (listed as E-5) is $38.00 per hour.  With a total drive time of five hours, the personnel travel costs would be computed as such:

(5 x $70) + (5 x $63) + (5 x $38) = $855.00


Next, the cost of the actual inspection in personnel hours was computed.  In this scenario, the inspection took six hours to complete.  That computes as such:

(6 x $70) + (6 x $63) + (5 x $38) = $1,026.00

	Rank
	Rate (In Govt)
	Rate (Outside Govt)

	W-4
	$56.00
	$70.00

	W-2
	$49.00
	$63.00

	W-2
	$43.00
	$56.00

	Enlisted Rates

	E-6
	$35.00
	$44.00

	E-5
	$31.00
	$38.00

	E-4
	$24.00
	$30.00


 Table 1 (From COMDTINST 7310.1G)


Another expense is lodging.  Because of the distance from the Louisville area and the length and time frame of the inspection, it was necessary for the team to stay overnight in a hotel.  That was computed as such:

$59.00/night x 3 = $177.00


Per Diem for food is yet another expense.  At approximately $30.00 per day, per person, that expense computes as such:

$30.00 x 3 = $90.00


One final expense is with mileage costs to the government.  At approximately $.32 per mile, this 300 mile round trip computes to:

300 x $.32 = $96.00


The total cost for the inspection is:

$2,244.00


Next, a contrast was made between the cost of the traditional inspection and an SIP audit.  The actual subject vessel is not in the SIP; however, were it to be, the cost of the audit would be substantially less.  To elaborate, it is estimated that the audit would take approximately three hours to complete—considerably less time than a traditional inspection.  Furthermore, a third person would not be necessary to complete the evolution.  Personnel costs in this case would be computed as such

($70 x 3) + ($63 x 3) = $399.00


Travel costs would be:

300 x $.32 = $96.00

($70 x 5) = ($63 x 5) = $665.00


Because the audit and travel time is estimated to be only eight hours, an overnight stay would not be necessary.  Per Diem costs would also be avoided in this case.  Therefore, the total estimated cost of the audit would be computed as:

$399.00 + $96.00 + $665.00 = $1,160.00


When comparing the cost of a traditional inspection with an SIP audit, a very significant savings was found.  That savings was:

$2244.00 - $1,160.00 = $1,138


There is another, one-time expense that had to be considered—the time the SIP advisor and Inspections Department Chief (see Table 2) would have spent working with the vessel operator to develop and validate the associated plans (e.g., VAP, CAP, ICR).  This time is estimated be 15 hours, plus the expenses incurred from making five vessel visits, for a total CG start up cost of:

CWO3 ($63 x 12) + LT O-3 ($35 x 3) + Travel ($96 x 5) = $1,341.00

 
It must be noted that this time has been significantly reduced by the SIP website’s downloadable plan template found at http://www.uscg.mil/hq/g-m/sip/siphome.htm#download
 It can be assumed that plan development and approval time would have been considerably longer prior to the availability of the website templates. 

	O-3
	$35.00
	$65.00


Table 2 (From COMDTINST 7310.1G)


The initial start up cost is slightly higher than the savings on one audit—vs. one traditional inspection in this case:

(+$1,138) audit savings + (-$1341.00) start up costs = -$203.00.

Conclusions


The Streamlined Inspection Program was concluded to be a cost and time savings to the Coast Guard in this research scenario.   The SIP start up costs with this hypothetical subject is slightly higher than the savings realized in one audit vs. a traditional inspection.  However, because this particular type of vessel is inspected four times per year, it was proven that, even with the initial SIP costs, it will be a substantial savings to the Coast Guard almost immediately.  As was hypothesized earlier in this paper, if all of the Casino vessels were to enroll in SIP then the overall savings in money and opportunities costs could be multiplied many times over.  A final conclusion is that the money and time saved in this scenario could perhaps be use towards Homeland Security activities. 
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