Transcript from the Interview with Placid Refining Company 

Discussing Their Benefits:
How a small refinery competes against super-sized competitors
Paul
Hello I am Paul Fromm vice president at The Principal Financial Group.  Every company must compete for high performing employees, but imagine the challenge if first of all you are a small company and you are located directly across the river from a major super-sized competitor and you are in a place where there are more companies that produce your same product then anywhere in the United States.  In addition to that, you are up against the aftermath of a hurricane that puts the stranglehold on an already tight labor market.  This is exactly the situation that Placid Refining Company has faced and has overcome both challenges with flying colors.  My guest is Ron Hurst vice president and general counsel of Placid Refining Company.  Placid is based in Dallas, Texas with its refinery operations in Port Allen, Louisiana.  Placid Refining Company is an independent, privately owned refinery with 191 employees.  Ron thanks for joining us.
Ron
Paul thanks for inviting us and thanks for the award.
Paul
Absolutely.  Let’s start out by learning a little bit more about the big picture of Placid Mining Company.  Can you give us a general overview? 
Ron

Placid is a privately held independent operation we’ve been in business since 1975.  We are considered under all the federal regulations as a small refinery.  We have one facility in Port Allen, Louisiana and Port Allen is right across the river from Baton Rouge in Louisiana and at this location we produce all types of motor fuels including military jet fuels and, and provide the jet fuel for military contracts and have basically all of our people are at that sight except probably a half a dozen so we got about a one hundred ninety plus employees at this sight. 
Paul

Ron you and I spent quite a bit of time together at the presentation and you talked quite a bit about how stiff competition is for quality talent needed to really run the organization.  Can you comment on that a little bit?
Ron

Placid again is right on the Mississippi River right across from Baton Rouge.  The two hurricanes that we’ve had in the last two years Katrina and Rita we fortunately were not damaged significantly by either hurricane and was able to provide a lot of fuel to the evacuation and recovery issues in New Orleans but because that hurricane and the rebuilding and reconstruction in Louisiana particularly along the Gulf Coast and, and Mississippi uh the demand for any type of skilled labor of any sort is just horrendous.  Initially the price of labor went up drastically but even at some rates seemed to be exorbitant you were not able to find any skilled or qualified labor.  Again just the supply demand the demand for skilled labor, qualified labor was much greater then the supply and so its been very, very tough for Placid to be able to continue to find qualified candidates for employment.   
Paul
It sounds like you know with the competition with the environmental factors that you’ve been up against you’ve had to change your benefit program a little bit to  recruit the talent that you needed.  Exactly what changes have you made in your benefits program?
Ron
We wanted to make sure that we were very competitive and again may maybe even more then competitive with what we saw as, as our competition, normal competition which was basically the other plants and refineries comparable operations in the Mississippi River areas, but once the demand hit because of the recovery efforts from the hurricanes we wanted to make sure that we had good benefits for our existing employees, but then when we went out to hire make sure that anybody looking at Placid could look at a set of benefits that, that probably was equal to or greater than any competitor that Placid had. We’ve done a little bit of changing in our medical program we think that we’ve enhanced a few benefits there, we’ve picked up a little more costs, Placid pays about two-thirds of the medical costs and then we uh recently have increased our thrift match from 6 percent to 8 percent and basically uh there is immediate vesting for even a new hire.  So those are a couple of things that we’ve added because I think we wanted to good benefits for our existing people, but to, to make sure that we were competitive and maybe, maybe a little bit better then most of the competitors for the trained, skilled In Louisiana.   
Paul
So Ron how large of a factor is your benefits program when it comes to an employee making the decision, do I work for the refinery company across the river or do I come to work for Placid.  How big of a factor is that in their decision making process?
Ron
We interview most of the employees at exit and then we have very thorough interviews with new prospective employees and we definitely go through the benefit programs with all the new potential employees.  The benefits are a factor and I think the two benefits that most people as a new hire and any people leaving was your medical program and disability program and then what is your Thrift, your 401K.  And, and again we think that our program is basically as competitive as anybody in the industry.  We still have a defined a benefit program, the historic pension plan on top of what we think is the top 401(k) match in the industry.  So they ask about it and, and I think they are significant factor in recruiting and retention of your existing employees.
Paul
You know Ron I appreciate the tour that we went on it really gave me an appreciation for how important it is for Placid to recruit the highly skilled individuals.  I believe you also indicated that the average tenure of the employees is somewhere around 17 years, was that correct?
Ron
I think it is 14-15. We think that shows that we do have a very good place to work, a good atmosphere but also by retaining those people for this longevity, you’ve got a very good set of benefits you know because again we’re down there before the hurricane in 2005.  The competition for skilled people was high and again just as other employers would start up new facilities they were looking for the experienced people and we know that there were some a number of inquiries by a number of companies of our employees and we lost a couple, but the majority again I think looked at the overall benefit, do I like where I work, do I like the people I work with, am I getting a competitive salary and our my benefits competitive and I think we won out 99percent of the time. 
Paul
Well it’s obviously working your retention rate in addition to the 14 to 15 year retention the turnover rate is less then one percent.
Ron
It is yes and we’re very proud of that.
Paul 
Well, especially right across the river from a major competitor.
Ron
Well and, and it is one of those and this kind of comes down to you want to provide your employees with security, a good place to work and good benefits.  Now part of that I think we have a very deep concern for the employees, but that there also is a return and a return on those investments when you don’t have to train new people all the time.  It takes four years for us to train a new operator and you got four years and they’re somewhat productive but until you get full productivity out of an employee you’ve got four years of salary invested.  If you turn those people over that’s a cost item.  So one we are concerned about the employees but you go to the bottom line and it’s a cost factor for turnover and by keeping your turnover at one or two percent, I’m convinced it is a return to the company and a benefit to the employee.
Paul
You have a 100 percent participation in your 401(k) plan.  In addition to that you have a defined benefit plan.  Uh you’ve already talked about your philosophy for providing such a rich program to the employees and the investment return you get back both from a people standpoint and also from a shared business standpoint.  How do you educate your employees, get them together when we know you need to keep the refinery up and running as much as possible.  How do you really educate them and also get them to appreciate the value of what you’re bringing to the table?
Ron:

We do that through a variety of means. We have an annual open enrollment which is mandatory so every single employee is given time to attend these meetings and those meetings go for about an hour and, and that’s where you lay out every single program, You, you lay out the benefits of each and, and you give the options to the employees, but I think as that’s important but I think we small enough that we really depend on our HR manager, she sits down with each new employee, has a complete session with them, goes through the benefits, explains them and, and basically answers any questions.  and then throughout the year we, we have under our 401(k) we have education programs at least once, we are trying to go to two times a year which we bring in outside people to go through the program, the investments, the benefits of those investments and the returns.  We do an annual uh benefit evaluation in which we provide employees with the list of their benefits, the balance in their 401(k), the potential or the estimated pension benefit that they will receive.  I think we use 55, 62 and 65 ages under the defined benefit program and, and again throughout the year uh we, we have some suppliers we send out but I think the personal touch, the mandatory meetings, the personal touch and the continued education.  and again when you educate on a 401K and investments you also go thorough the benefit that they are going to receive from that defined benefit and that pension which is a string or a string of income for their life and, and, and their spouses life.  So it’s, I don’t think you can point to one, but if anything I think that’s probably the most challenging thing that we’ve got and we and I look at our HR Department is that continued education, is that continued information, that continued keeping the employees engaged in what are these benefits and what do they provide and why are they good for the employee and why are they good for Placid?
Paul
You know Ron beyond just the package you’ve developed from a retirement and a medical standpoint it sounds like you have a great wellness program that you’ve just implemented that actually has already produced results.  I know I was talking to a few of your employees and they were very proud of the changes they have made and the progress they made.  Can you talk to us a little bit about that?
Ron
We implemented that this year.  We looked at a number of programs and selected one and basically it’s kind of a combination is you look at what are your medical costs and how do you control the medical costs.  You can do certain things to control your medical costs short term you can, you can start increasing co-pays you can squeeze here but on a long-term benefit for the employee in a cost control for your medical program is have healthy well employees.  And kind of considering all those factors, we decided we would implement a wellness program this year.   The initial program in which every individual will have their biometrics, I think it’s a blood pressure they take blood samples, heart etc. and then get a full report on that and recommendations and in fact we’re getting feedback right now.  We had a lot of people that had somewhat elevated blood pressure and so those things I think you’re we’re seeing results, we’re getting feedback and I think 90, 97 percent, 98 percent of the feedback is very good.  Once we did the wellness then we went ahead and implemented a co-pay for the employees at the Y for participation and we continue to do that if they continue participate at the Y for exercise programs. It took us probably three to four years to do it but it was one of those that if you looked at what’s good for the company and what’s good for the employee and long-term controlled medical uh prices, and medical costs, it’s helping employees and employees who are aware that there are medical issues that’s kind of the biggest thing we a lot of people I mean I don’t think I’m fat but and you don’t think you’re fat but when you get a report and see in black and white that, that you have high blood pressure, you have high cholesterol, you’re overweight it’s a rude awakening but it also makes you take some control of what your doing in your personal life and say well I really do have to do something for myself and for my family so we’re getting good results.  
Paul
Ron real quick you had shared several stories one efforts that Placid had put in place to make it easier for employees to come to work, enjoy coming to work and in the aftermath of the hurricane it was tough to get the employees to get to work.  I believed that you shared that some gas stations were shut down it was, I knew you had take measures to make it easier, can you talk about that?
Ron
Well just the, the aftermath of Katrina was horrific for, for everybody in Louisiana especially the poor people in New Orleans but, but in Baton Rouge and Port Allen we were at the uh the evacuees from New Orleans came to Baton Rouge and that increased the population of Baton Rouge by probably a couple hundred thousand people overnight.  The shelves of the grocery stores were bare.  You had two-plus hour wait for gasoline at the service stations and indeed a lot of service stations quickly ran out of gasoline and you know that’s our business.  We did provide a lot of fuel for the National Guard, for the state, for the recovery, but in order to basically cushion some of this for our employees we decided we would go ahead and provide the gasoline, we actually had a tanker that went to the individual cars in the parking lot and, and filled up the employees cars.  Now we had to charge them, we did charge them for the product and gave the best price we could but we would actually schedule them and their cars would be refueled in the parking lot so that they did not have to spend an hour or two or three or more in the lines to get gas after Katrina.  So it that’s one of those things it was bad for everybody but it was something that we could do for the employees if I think again you want to do what you can do for the employees because you do get a tremendous return from that.
Paul
That’s great Ron.  We certainly appreciate your time.  

