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Furing the dot-com boom companies approached compensation 
strategically, using it as a valuable tool to attract potential 
employees as well as to ensure immediate cash flow for the 
successful start-up process. By offering unconventional reward 
systems based on low cash compensation, stock options and 
special perks like in-office massages and BMWs, the dot-com 
companies minimiTed cash compensation and created a unified 
workforce. 
 
!he reward system motivated employees to work long hours by 
creating a casual atmosphere and a financial incentive to do well, 
the potential IPO windfall. 
 
Stock options offered much more than the traditional five percent 
annual salary increase and options drove employees to work hard 
and contribute to the success of the startup. !he stock option 
motivator saw employees dedicating NML7 to the goal of increasing 
their companyWs valuation.  
 
But what goes up, must come down. ?s Xuickly as the dot-com era 
ballooned, it popped even Xuicker. !he same aspects of the start-
up formula that were attractive to potential employees and 
investors were ultimately its demise. !ying employee dedication 
and morale to rising stock prices seemed like a great idea when the 
stocks showed no sign of retreating. Once stocks dropped, 
however, so did employeesW enthusiasm. 
 
Companies could not survive because workers were not willing to 
stick it out, having completely lost their dedication and motivation. 
Without stock value, there was no worth in companiesW reward 
systems. and there was no reason for employees to stay.  
 
!he companies left standing are ones with solid infrastructure and 
secure financials Y companies with the ability to offer hope to 
dedicated employees.  
 
!he countryWs psyche was profoundly changed by Sept. 11. !he 
tragedy shook the countryWs collective emotional state, and in 
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uncertain times, employees place a greater emphasis on security Y 
personal security, financial security and job security. 
 
With the tragedy came a new appreciation for the individual. !he 
terrorist attacks changed the way people attract, retain and 
motivate key talent. It will also serve as a catalyst in separating 
good from bad companies, those that care for their people from 
those that merely give lip service to the concept. 
 
In this new paradigm, EnronWs collapse couldnWt have happened at a 
worse time. !he general public is far less tolerant of unethical 
business practices, real or perceived, especially when they 
dramatically affect a personWs financial security, as was the case 
when Enron employees saw their retirement plans reduced to Tero. 
 
!he dot-com era, the eventual and inevitable bust, the tragic 
events of Sept. 11 and the Enron situation all provide insights as to 
what the next generation of workforce compensation should entail.  
 
!here will no longer be the old way or the new economy way of 
running a businessa it will simply be the right way, the ethical way. 
Hrom a compensation standpoint, this entails a balancing act 
between old and new.  
 
Specifically, corporations will make greater use of stock and stock 
options in reward systems, though these should be combined with 
more traditional salary packages, cash bonuses and employee 
contracts offering more guarantees to attract established 
managers. Reward systems should include at least a 1- percent to 
NO percent compensation increase through cash bonuses and stock 
options. Employees will more carefully scrutiniTe pension plans.  
 
Companies will spend more time evaluating potential employees Y 
both as a security precaution and as a determination of character 
and ethics.  
 
!he formula for success is good, solid financials, ethical business 
practices and fairly recogniTing and rewarding individual 
contributions. With the blending of attention, retention and 
motivation, our next generation of corporate practice will be more 
successful than the Enron generation. 
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