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MAKING THE GRANDKIDS HAPPY 

Contents
Houston's BMC Software hasn't put the lunatics in charge of the asylum, but it does give them a piece of the action 
BMC SOFTWARE is generous with its employees. It can afford to be. Last year BMC earned $164 million on $563 million in revenues, a 55% increase over 1995. Its stock has appreciated more than 36-fold since its initial public offering in 1988. Last year the stock doubled. BMC's current market capitalization: $5.9 billion. 

BMC says a very tangible thank-you to the folks who make it all possible. Employees who toil at the company's suburban Houston office tower can take advantage of a subsidized car wash, a bank and a dry cleaner on the premises. At BMC nearly every employee has an enclosed private office. You want to work on weekends? BMC will provide just about anyone who is interested with a home computer and a high-speed telephone line. Pay? We thought you'd ask. The average BMC employee--excluding executives--made $85,000 last year. Over 30 people earned $500,000 or more in cash and stock awards. 

BMC's specialty is products for large corporate databases. Concurrent Reorg, a typical BMC product, allows customers like telephone companies and banks to reduce the amount of time a database is down for maintenance from hours to minutes. It works on IBM's well-established DB2 mainframe. Last year BMC introduced a record 48 new products, a lot of activity for a company with BMC's level of sales. 

The ideas for these products come almost entirely from the ranks. (Now you know why BMC is so nice to its toiling masses.) It offers employees a generous package of salary, bonuses and stock options, but tops it off for software developers by offering them an opportunity to own a piece of any sales their products generate. 

BMC pays software developers an initial 5% of their product's revenues, working its way down to zero after five years. After that the designer can earn an additional 2% of revenues by updating the product. 

"We're not talkin' $40,000 year-end bonuses," drawls Max Watson, BMC's Louisiana-born chairman. "We're talkin' money that'll make their grandkids happy." 

Watson earned over $1 million last year. But two BMC employees topped him. At a company awards ceremony held in April, 93 software developers won free cruises. Three of them earned a special prize of a Remington sculpture and a trip on the Orient Express when their products topped $25 million in sales. 

BMC can afford to reward productive employees because it doesn't spend much on marketing. Since its mainframe software products are focused on a narrow range of customers, BMC has for years relied on a telephone-based sales model. BMC salesmen call up a corporate computer executive and offer to send a copy of a new BMC product on a trial basis. These trials often turn into sales, without a lot of wining, dining and advertising. As a result, BMC last year earned more than $99,000 per employee, according to Forbes' annual survey of corporate profits. That bested every software company but Microsoft, which earned $115,000 per employee, thanks to its monopoly on personal computer operating systems. 

But large corporate mainframes are losing ground to networks of PCs. And that means BMC's market is getting more diffused. BMC is now sending salespeople on the road more, and it is partnering with other computer companies to resell its products. 

It is also broadening its lines to include more PC-oriented software. Last year Cody Menard, a recent BMC recruit, helped create a new product that searches for problems on networks run by software from Germany's SAP AG. 

Nearly 20% of BMC's sales now come from so-called client/server products. 

Would BMC's unique compensation program work in other businesses? Is the idea of giving developers a piece of the action applicable to other companies? Apparently. 

BMC's compensation plan was devised by company founder John J. Moores, a former programmer at Shell Oil who formed BMC in 1980. Back then, Moores didn't have any money and he needed a way to attract top talent cheaply. Moores left BMC in 1988 and has since sold all of his shares. 

Besides buying the San Diego Padres baseball team, Moores invested in San Diego-based Peregrine Systems, a maker of software that helps corporate computer specialists solve user problems. 

He lured several top BMC employees to Peregrine and instituted a similar programmer compensation plan. 

Earlier this year Moores took Peregrine public. His 63% of the company--which cost him around $13 million--is now worth $153 million. The Moores piece-of-the-action compensation package seems to work well in the software industry. It would seem to be worth a try elsewhere. 
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	Company
	Earnings
	Net profit
	Profits per

	
	Growth rate (%)
	Margin (%)
	Employee
($thou)

	Microsoft
	32%
	30%
	$115

	BMC Software
	43
	29
	99

	Xilinx
	39
	19
	95

	Adobe Systems
	54
	19
	72

	Parametric Tech
	47
	23
	65


PHOTO (COLOR): BMC Software Chairman Max Watson and some of his happy collegues 

By Christopher Palmeri 
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