Transcript from the Interview with National Futures Association
Discussing Their Benefits:
How a non-profit organization competes with for-profit organizations for employees
Paul

Hello, I am Paul Fromm, vice president at the Principal Financial Group.  It’s no secret that we are on the verge of a major labor shortage in this country. In fact, the Employment Policy Foundation estimates a shortage of about 35 million workers over the next 25 to 35 years as a direct result of the baby boomers’ and their mass retirements. This competition for high quality employees will be intense for all organizations. And especially for non-profit organizations. How will non-profit organizations keep up with for-profit businesses?   The National Futures Association knows how and is keeping up with its private sector competitors.  Here to tell us how is President of National Futures Association, Dan Roth.  Thanks for joining us.
Dan 

Thanks so much, Paul.
Paul

Dan, let’s start out by learning just a big more about National Futures Association and exactly what it is your organization does.  
Dan 

NFA is the industry wide self regulatory body for the US futures industries.  So it is really our job to ensure the customers in the futures industry are being treated fairly and that our members are abiding by the rules that we set.  So we’re a private organization but we do sort of a quasi-governmental job -- we’re a regulatory body, but we are completely privately funded.
Paul

One of the ways you are competitive for employees, and I’m sure it is very competitive especially around a major city like Chicago, is by offering outstanding benefit program. Why don’t you go ahead and outline it for us.
Dan

Well, actually we’ve taken a strategy here where for us to attract and retain the very best people, we try look at an overall package of our wages, our benefits, and our overall work environment.  All three of them sort of constitute the overall strategy.  With respect to benefits we try to be particularly strong in our benefits package, and I think we have been.  Our health insurance, we try to be very competitive in really one of the top companies in Chicago as far as the percentage of the premiums paid by the NFA as opposed to our employees.   So we pay about 82 to 84 percent premiums for our employees.  And a similar sort of percentage for their dependents.  We also have a 401(k) plan which has a 6 percent match and our participation rate in our 401(k) plan is 98 percent which is pretty much off the charts I think for other similar companies.  Partly that’s because we work a lot with our employees to make sure that they understand uh their financial needs so that they can begin their retirement planning as soon as they begin working.  In addition to the 401(k), we have a defined contribution retirement plan where the company traditionally makes a 5 percent uh contribution each year.  Our 401(k) also offers the Roth 401(k) option. And we provide uh long-term disability insurance that’s paid for entirely by uh NFA.  And we have a wellness program that that we very aggressively sort of market to our employees to try help all of us remain healthy and fit.
Paul

Dan, tell us a little bit more about your Roth 401k.  I know a lot of organizations out there struggle with should we add a Roth K to our program or not. They are a little concerned about the additional education efforts it would take.  How are you educating your employees on that aspect? 
Dan

That is exactly the right issue to talk about with respect to Roth 401(k) because you really do have to make sure that employees understand the tax implications of their choices.  And so we spent a lot of time with an outside consultant group that we work with to help us prepare educational materials for our 401(k) and spent a lot of time having in person meetings with employees as well as printed materials to make sure that everybody understood the long term tax implication of their choices.  We kind of felt that we could take that educational effort and therefore wanted to make the option available.  And I think it’s the sort of thing where I can’t say we’ve had a ton of employees take advantage of the Roth 401(k) option.  I think overall across the country, it’s been sort of a relatively small percentage I think only about 12 percent of our employees are using that option.  But I think employees appreciate you make it available.  Because I think it is another way to demonstrate that you are trying to help them out.

Paul

Absolutely. Can you expand a little bit on your wellness program?
Dan

We just have several different events we sponsor through the year, through out the year, where employees are encouraged to participate in friendly kind of competitions along fitness lines.  But I think maybe the best thing we do in the wellness program is our annual screening that is offered to employees free of charge.  Once a year we have an organization that comes in to our offices to take blood samples for those employees that want to take part of this benefit and get a very thorough screening.  Certainly not a substitute for seeing your own doctor, but it is something you can provide to your doctor and it helps on a year-to-year basis to sort of track your various tests they do on your blood work, helps to make sure that nothing is getting out of hand. So that’s a really wonderful benefit we have been offering for a long time at NFA and I think employees really appreciate it.
Paul

Dan, I heard one example where an employee, your screening process, helped an employee identify a situation that was captured early and had a good turnout as well.
Dan

Boy, wasn’t that a nice story?  Yeah, that is exactly why you do those things.  That employee was able to see something that maybe would have festered longer.  By detecting the problem earlier, had a really positive outcome.  So, it is another one of those things that number one trying to do the right thing for your employees to help everybody to try to stay healthy, but number two I think it’s kind of a residual benefit from that or a side benefit of that is that employees knows NFA cares about them.
Paul

Dan, as you have outlined the structure of the benefit program and the very, very healthy match that you have that’s resulting in a very good deferral--98percent participation, which is obviously outstanding.  How do you balance the cost of that program?
Dan

Well, we’re a not-for-profit organization obviously we have a bottom line like everyone else, and a board of directors that we answer to, so we try to keep a very close eye on our expenses and actually over the years, we’ve been able to hold our administrative expenses to an average increase of about 4 percent per year.  Over a time period during which we have been taking steadily on more responsibilities within the futures industry.  So the key to that for us, well, there’s a couple things.  One obviously is making the best use of technology that we can.  Like everyone else, we are challenged to do more with less.  We’ve made optimum use of technology to increase our productivity within, but a second thing I think we’ve done to try to maximize our efficiency is by reducing cost of turnover.  Our turnover rate at NFA is relatively low.  We hire every year, oh, I’d say 20-30 kids right out of college to join in our audit department for our compliance department.  And within those employees, that group of employees, our turnover rate is something around 20 percent.  But within people that have been here longer our turnover rate is closer to 2 percent.  And by reducing that turnover rate among key employees that have a lot of experience, we really are able to maximize our efficiencies.  So use of technology and holding the line on turnover are two of the ways we’ve been able to control our administrative expenses.
Paul

Dan, another interesting fact that I’ve seen is of those employees that leave your organization, that 10 – 12 percent actually come back to work for you.  
Dan

Yes, that’s right. Whenever someone leaves, we say goodbye with a nice smile.  And know in the back of our minds, they’ll come crawling back at some point.

You know it’s a wonderful thing I think about NFA, that so many people do come back and I think it again comes back to the strategy, of having not just a compensation package, but benefits package and an environment that makes this a good place to work.  And for NFA I think the reason people come back, it is that they may have left for higher wages, and usually they have, but very often they’ll come back because not only is the benefits package, but the environment here, the environment that is I think is appealing to employees is number one the nature of the work that we do, it’s public interest work, we do good work here; but number two, it is a small company, where everybody knows everybody, and frankly everybody cares about everybody. And you can’t fake that.  You can’t adopt that as a corporate strategy unless it comes from the heart.  And at NFA, it’s just the way this place is.  It is the culture of this place. That everybody cares.  And when an employee goes through a tough stretch, for whatever reason, NFA will always bend over backwards to help that employee through that tough stretch.  And we’ve done it time and time again.  Not just because it was part of a corporate strategy, but because it was the right thing to do.  And I think people really miss that environment when they leave.
Paul  

Dan, you mention you attract quite a few younger employees, some right out of college.  How do you use your benefits package and make that visible and attract that talent? 
Dan

Well, I think that benefits is a big recruiting tool for NFA whenever we’re, not just in the colleges recruiting kids who will join us, but any employees bring up a lateral new hire as well that we sell NFA and what we can sell about NFA that I mentioned is the environment which is tough to describe to people.  But the benefits package you can quantify and can describe.  And we are always in a very competitive position with our benefits package and I think it helps make us an attractive employer to those young people that we are interviewing in college.
Paul

That leads me right into a few questions around what you are doing with education, Dan. Obviously your employees appreciate the value of the package you bring to the table, you must be doing something right there to help keep that visible, to help keep that in front of them, help educate them, particularly with the different age sets of employees that you are dealing with.  So fill us in a little about your education program looks like.  
Dan

Well our HR department really does a great job with trying to make sure employees understand the value of their benefits package.  And we do that in a couple of different ways.  One of things that we do is to give each employee each year a personalized statement of their total compensation, which includes not only their salary obviously, but also the dollar value of all of their benefits at NFA.  Put that all together for that particular employee so he can see, he or she can see, in a real bottom sort of way what his total compensation package is.  So I think that sort of uh statement of total compensation is very helpful to try to bring home the point to employees and I think we deliver that message also in a couple of different ways.  People can get that information electronically, they can get it in a written brochure, we can sit down one on one with people.  Because different employees have different comfort levels with those different forms of communication.

I think the other thing we try to do is not just tell employees what their total compensation is, but really let them know where our benefits package stands in relation to the rest of the world.  So to the extent that we can get information about how our 401(k) match program compares with the rest of the similarly situated companies. We do that.  We do that to compare the extent to which we cover medical uh premiums.  We do that.  So that we wanted people can have a clear view not only of what the total dollar value of their compensation is, but how our benefits package compares to the rest of the outside world.
Paul

It also sounds like you do a little bit around age specific marketing.   I would call it.  For people in different age groups you may tailor your communication a little differently.  Is that true?
Dan

Well, yes.   As I mentioned different people are different, are comfortable with different forms of communications. So as far as whether we present certain information to employees in electronic form versus paper form, or versus one-on-one meeting, that tends to be, a lot of that is generational.  And so we’re trying to make sure we don’t necessarily try to commit to communicate with all 270 employees the same way, we recognize that some of them will prefer to get information in certain ways and others in other ways.  And we try to accommodate that because it’s a more effective way to communicate.
Paul

It sounds like you are not resting on what you have today, uh obviously your cost -- I’m looking at how you improve your overall benefits program.  What would you say is your biggest challenge today?
Dan

Our biggest challenge as a company is making sure we have employees in every department at NFA who never resort to doing things a certain way because that’s the way it’s always been done.  We have to have people in every department who are endlessly inquisitive and curious, who can always look at a situation and say, maybe for the first time out of the blue:  I wonder if there is a better way to do that?  To have that kind of employee and to keep that kind of employee - employees with really inquisitive minds uh is a challenge.  Think that is where you really try to aim your turnover.  We try to make sure that those players that have that kind of ability are the ones we hold on to.  That’s where we can be sure that you have a benefit package, and an environment, and a compensation package that helps you hold those people is real critical to us.
Paul

Dan, we know not for profit organizations are unique with their challenges.  Do you do any type of networking with other non-profit organizations?
Dan

We do networking with other non-profit organizations and are a member of a  number of associations that help us do that and try to touch base with other organizations that always compare and find out how we are how we benchmark so we do a lot of that.
Paul

I’m sure there are other non profit organizations listening to this interview, that are thinking, how do I get my benefits program to the level of National Futures Association?  So what advice would you offer to them?
Dan

Well, one thing we’ve made clear to our Board of Directors what our overall strategy is and every year when we go through the budget process our board will note --they are all businessmen -- and run their own companies, they all look at our benefits package, and many instances think our benefits package might be more favorable than their’s.  And yet those members of our board recognize because we are not for profit, paying bonuses that some people in private sector are, and therefore they understand the need for NFA to have that benefits package to put us in competitive position.  So you have to sell your board, you have to sell your board on the need to retain good people and you have to sell your board on the notion of a benefits package as a means of accomplishing that goal.
Paul

Great advice.  Thank you.  
Paul

My guest has been Dan Roth, CEO of National Futures Association one of Principal’s 10 Best Companies in 2007.  Thank you, Dan for joining us.  
Dan

Thanks so much, Paul.

