[Intro Music]

Samantha: 
I'm Samantha Lewis and I'm pleased to introduce our podcast today. Our latest podcast is led by Barry Render, author of the number One Operations Management title on the market. Barry is interviewing Dominic O'Brien, who is an executive at the Port of Philadelphia, or PhilaPort. Barry and Dominic will be speaking about why the port system is so important to supply chains in the US and worldwide.

Barry:
Thanks Samantha, and Dominic, thank you so much for joining us today. You know, we all know that ports are important, but the reality is that very few of us know a lot about how the port system works in this country. If you had to just sort of tell us briefly, why is the port system so important to the US economy and to global supply chains?

Dominic:
Well you can move a huge amount of cargo efficiently and in an environmentally sensitive way around the world. Moving cargo by water creates a lower carbon footprint for unit moved and it's relatively low cost compared to other modes of transportation. And given that most of the planet is covered by water, it’s a good way to move cargo between countries.

Barry:
OK. Well, tell us a little bit about the Philadelphia port, PhilaPort and why it's so important in the supply chain. Maybe you know how big is it, number of people working there and so on. You've been there over 24 years, I think.

Dominic:
That's right. So, first you should understand we are part of a three-state port complex. You have Philadelphia and then the surrounding Pennsylvania counties. But then you also have the South Jersey Port Corporation right across the Delaware River and then further South on the Delaware River, you have the port of Wilmington, DE and some other private terminals in Wilmington. So together that three state port complex, Delaware River port complex makes up about 38 million tons of cargo a year, and that makes us one of the larger port complexes in the nation. If you take it down to just PhilaPort, we are I think #13, nationally in terms, of container port, that's kind of the cool end of the industry. 
That's what people talk about a lot because that's how we get our consumer goods. People get their clothing and their computers and televisions and movies and such, via containers. So that's really interesting from a consumer standpoint here at PhilaPort. We also get a lot of cargo by what's called break bulk. That's if it's too big or cumbersome to fit in the container. So giant coils of steel, giant rolls of paper, project cargo, things like industrial Transformers. There's also liquid bulk that we do on this river, probably most of the cargo on the river as a whole is liquid bulk. That's things like, obviously oil, other petroleum products, chemicals, things like that.

Barry: 
How many TEU’s do you have coming through? What kind of volume? Do you have a lot of cars, for example?

Dominic:
Yes, last year fill a port alone did over 740,000 TEU or 20 foot equivalency units. I'm not sure if you're students or your listeners are familiar with that term, it came about really after World War II, when most of the containers were 20 foot. Today, they're mostly 40 foot, but to get a standard unit of measurement, we call it 20-foot equivalency unit. So, if you look at the Delaware River as a whole, we're up over a million TEU’s a year. Probably a little bit bigger than Baltimore as a whole. The biggest on the East Coast is New York, the biggest in the USA is Los Angeles and then Long Beach, CA is #2.

Barry: 
Are you a big port for cars coming in from overseas?

Dominic:
Last year, we did 250,000 automobiles. Baltimore is the biggest either on the East Coast or in the USA, but they're up 8 or 9 hundred thousand, so we're not as big a player as they are, but we've had good growth. This coming year, well 2024 will be a record year for us, according to the folks down at our PhilaPort auto-terminal.

Barry: 
Great, and where do the products leaving PhilaPort go? Where do you ship to on a weekly basis?

Dominic:
Unfortunately for us, we don't have as much exports as imports. Just like in trucking or in airlines, you want an even flow of cargo. You don't want to be dead heading. You don't want to be sending empty containers or empty ships back around the world, and unfortunately for us, about 75% of our total cargo moves are imports. So, we definitely need to work on the exports.
The exports tend to go back out to our big trade lanes. Here at Philadelphia, we are especially strong in the north-south trade. So, we do over half our cargo with Latin America. 
So you have US exports going back down there, and that's everything from food products to industrial goods, to parts, supplies, all kinds of things. We also do a lot of exports to Australia and New Zealand. Australia especially, you know, given their kind of pristine climate, they're very concerned about invasive species, and we here in Philadelphia have a really good system for fumigation because we do so much fruit coming in. We're the biggest fruit port in the country because of all that fruit coming in, much of which needs to be fumigated, we have the fumigation facility for the exports going back down to Australia, New Zealand. 

Barry:
Interesting. How do you tie in with the rail and trucking network at the port? Because you're all part of the same supply chain.

Dominic:
Yeah. So, we're very concerned, as are every port in the country is very concerned with what they call gate term times. That's getting those trucks in and out quickly. Here in Philly, the truckers tell me they've been averaging about 45 minutes for a double move. That would be ideally for us, bringing an export load in, dropping it off, picking up an import load, and exiting the port. Depending on if you own your chassis or not, you may have to go to a third-party chassis pool that takes additional time. If you've got a refrigerated container, you might need to stop and pick up a genset or a fuel pack for that container. But if you have your own chassis and you're just doing a single move, and you're going to a customized pile, we can do that for the bigger shippers. We can get you in and out in 25 minutes, which is unheard of in the Northeast.

Barry:
Yeah, it sounds pretty impressive for 25 minutes in and out. But you know, I know there's a report you shared with me before we came on the podcast that The World Bank and The Standard Board had come out with recently. It's called The Global Ports competitive report.
How does Philadelphia, how does PhilaPort, how do the other ports in the US rank in terms of those kinds of metrics of turning around so quickly?

Dominic:
Well, that study looks at a lot of things. They're gonna look at how long the ships are waiting to dock. How long does it take to offload the containers? How long does it take for a truck to get in, to get its container, to get back out? They're looking at a lot of different metrics and if you look at it, we ranked number one in the USA. I'm very proud of. Unfortunately, as I think we discussed, we ranked number 50th globally. That's not good.

Barry:
No, but #1 ranking is pretty impressive in the US. But, so let's ask the question. Why is it that the US ports, and there are dozens of them, right? Don't rank in the top 10% and I know many of them rank in the bottom 10% globally. Why would that be?

Dominic:
Well, a number of different people will give you different theories. Certainly, we have not had quite the investment as some of our competitors, some of the foreign ports, and you know, around these major cities. Certainly on the east coast, US, southwest, you've got big cities there. So, you've got congestion getting in and out of the ports, and yeah, those are the main things.

Barry:
OK, so what can we do about that? To become more globally competitive.

Dominic:
Well, there is a push for increased use of technology. Certain types of technologies can expedite the flow of cargo, but there is opposition to that in some quarters. Some of the labor unions say that they're very concerned about job losses, so it's going to be a factor of alleviating their concerns, retraining some of the workers to handle more high tech-advanced systems. And doing it in a way that labor feels comfortable with, and that global steamship lines are comfortable with, ultimately to benefit the shippers.

Barry:
Yeah, we read a lot about the West Coast ports. I guess they get the most news, maybe because they're getting so much volume from China. They have huge volumes I'm assuming, they have unions. Are they doing anything more efficiently or differently than we're doing at PhilaPort?

Dominic:
Well, I would say on the whole, no, that's our better ranking. Because we do so much fruit and because the fruit won't wait, we have built our systems here in Philadelphia around speed in a way that some of the other ports haven't. And thus, we tend to have, on the whole, better truck turn times, better productivity on the ship side. 
So, I would also say, these ports are improving all the time. Commonwealth of Pennsylvania's put a lot of money into our port, other states and other ports are investing. So, there is a good faith effort made being to improve facilities in the US, but of course people in other countries are making improvements as well. So, it's a constant race.

Barry:
You know, when we look at ports, pictures, especially in the news, I see these giant cranes. I'm just kind of curious, what does a crane operator make?

Dominic:
At an ILA port, the International Longshoremen's Association, and I haven't seen, this is what the guys tell me; they can make over $200,000 a year with overtime, and very good benefits. And they earn it you know, it's difficult work. They're working at light, at night, there's a lot of pressure, you know, these are heavy containers they're moving, and they've got to get it right or people get hurt, and they've got to get it right or valuable cargo can be damaged. 
And think of that coordination, you're juggling at our port, for example, between, say 6-8 different ocean lines, imports and exports, dry cargos and refrigerated, hazardous materials, non-hazardous, empties and fulls, and then what they call hot boxes. So, you know, the big shippers may get special treatment. They may have a fast lane, so to speak. And so, what you're doing is you're juggling all of those factors with the need to move quickly to get that ship out of the port. Because the ocean lines judge you on how quickly you're turning the ship around.

Barry:
Very interesting. Do you guys operate 24 hours a day?

Dominic:
On the water side, they will. On the land side, they're closing at about 4:00.

Barry:
Very interesting, Dominic. You've really given our listeners a tremendous insight into what's going on in the ports, and I'm glad we're able to talk to an executive at the number one port in this country. So, thank you very much for joining us today. It's been a fascinating chance to talk with you. Appreciate your spending the time with us.

Dominic:
Thank you, Barry.

[Outro Music]  
