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Salary Survey: Competition Heats Up Across U.S.
By Bailey Somers, bailey.somers@portfoliomedia.com

Wednesday, February 07, 2007 --- Law firms across the United States are
racing to hike the pay for first-year associates, according to our city-by-city
survey of the country's top legal markets.

Not only have most New York firms increased base salaries for associates to
$160,000, but in an effort to stay competitive, 11 firms have raised pay to
$160,000 in other markets as well, according to our nationwide salary survey.
(See our separate article today on top-tier salaries.)

Weil, Gotshal & Manges, Fish & Richardson, Quinn Emanuel Urquhart Oliver
& Hedges, Shearman & Sterling, Simpson Thacher Bartlett, Sullivan &
Cromwell, Dewey Ballentine, Cadwalader Wickersham & Taft, Chadbourne &
Park, Cleary Gottlieb Steen & Hamilton, and Willkie Farr & Gallagher have all
increased salaries to $160,000 in offices outside of New York.

The salary hikes, made in the wake of Simpson Thacher's announcement
that it would increase the salaries of first-year associates in its New York,
New Jersey and California offices, have many firms scrambling to keep up
with the high-paying top tier.

“Normally there are geographical differences in salary increase,” said Marci
Krufa, a principal at consulting firm Altman Weil. “It'll start in either New York
or California and then move to Chicago and Washington, D.C., and then
other markets will respond in other ways. They typically don’t match the New
York rates, but they’re competing for that talent as well.”

The effects of the salary increases are likely to reverberate through their
respective markets, causing turnovers and attracting the attention of
attorneys who normally would have looked only to New York firms.

“For a lot of associates, it's very thrilling,” said Danice Kowalczyk, managing
director of the New York office of BCG Attorney Search. “It also increases the
turnover in groups. Those firms that have jumped in California, for example,
are going to attract New York candidates. It makes them more competitive in
their industry.”

A handful of firms in California hiked up their yearly associate salaries to
$160,000 to keep pace with New York, but the majority adjusted to their
salaries from $135,000 to $145,000.

Firms that upped the salary for their California first-year associates from
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$145,000 to $160,000 include Dewey Ballantine LLP, Quinn Emanuel
Urguhart Oliver & Hedges LLP, Simpson Thacher & Bartlett LLP, Sullivan &
Cromwell LLP, Shearman & Sterling LLP, and Weil Gotshal & Manges LLP.
Fish & Richardson made the hugest leap, raising the salary from $135,000 to
$160,000.

The main group of firms, however, notched a slight raise from $135,000 to
$145,000, including Bingham McCutchen, O’'Melveny & Myers LLP, Goodwin
Procter LLP and Heller Ehrman LLP.

The salary shift to $160,000 is not a big move, but it's broken up the
traditional single class of premier firms into three classes: the uber
international firms, the top-tier international and national firms, and the strong
regional firms, according to Peter Smith, the managing director for BCG
Attorney Search’s San Francisco office.

“The salary increase puts pressure on the traditional white-shoe regional
firms with strong reputations that have been able to keep in line with the uber
firms. Now they are less able to keep up, and they will be forced to either
merge to stay in the upper end or they will have to resign themselves to work
under a boutique model,” Smith said.

While New York has been seen as a separate market, firms that practice on
both the East and West coasts often practice all over the world. California
associates have a good reason for looking at higher first-year salaries
because they often serve as an indication of the firm’'s commitment to
growth, its overall depth and breadth, and its ability to offer raises to
attorneys down the road, according to Smith.

“Firms are becoming afraid not to pay higher salaries. Maybe New York
associates have to work longer hours, but that's becoming less of a good
reason not to pay more,” Smith said.

In New York, three firms—Fish & Richardson, Fried, Frank, Harris, Shriver &
Jacobson and Hogan & Hartson—broke into the top tier, drastically
increasing associates’ pay.

Faced with increasing competition from hedge funds and investment banks,
which have lured first-year associates with the promise of big paydays, firms
have made the decision to get competitive.

“The fact is that as long as these hedge funds and other groups can pay big
money, they have to respond in some way,” Kowalczyk said. “They can't sit
around and think about it, because their best people are leaving. They have
to be responsive to what’s going on in the economy.”

As New York firms have raised starting salaries to $160,000, so have their
Washington offices. That figure has been adopted as a baseline by thirteen
firms in Washington, many of which cite New York as their only other
American office.
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“$145,000 has become the new $135,000 in D.C., and $160,000 is the real
top end,” said Dan Binstock, Managing Director of BCG Attorney Search. “A
firm still starting at $125,000 or $135,000 is a second-tier firm.”

That change in perception explains the sudden salary jump at Fried, Frank,
Harris, Shriver & Jacobson, where a raise to $160,000 from last year’'s
$125,000 catapulted the firm suddenly into the top tier. For such firms, says
Binstock, the substantial salary hike poses “a large, unanticipated expense
but a necessary expense” if Washington’s firms intend to compete with New
York’s.

Despite the New York market’s influence, $145,000 starting salaries, up from
$135,000 last year, dominate at Washington’s top firms.

A few firms haven't raised their salaries at all since last year; Miles
Stockbridge remains at $125,000, Schnader Harrison Segal & Lewis at
$125,000, and Vedder, Price, Kaufman & Kammholz at $135,000. Ice Miller
still pays its first-year associates the same $90,000 it did last year.

“A lot of firms are in wait-and-see mode to see what the rest of the market
does,” Binstock said.

In several major cities in Texas, a similar scramble for salary raises has
transpired.

With regional offices of national heavyweights Dewey Ballantine, Fish &
Richardson, and Weil, Gotshal & Manges boosting their salaries to match
New York levels, large Texas firms have rushed to close the compensation
gap. They haven't fallen far behind.

Texas-based Gardere Wynne Sewell and Munsch Hardt have both raised
first-year salaries a steep $25,000 from their 2006 offering of $110,000.
Winstead too has pushed salaries to $135,000 in all five of its Texas offices.

The narrow range seen in Texan associate salaries reflects a regional
attention to national trends.

“We’'re basically watching and waiting,” says Houston-based BCG consultant
Suzanne Dupree.

Indeed, what Dupree calls “the big Tex firms” are watching more closely than
a regional leader might typically watch a Weil or a Sidley: Most have raised
salaries by at least $10,000, and few now offer first-year associates under
$135,000.

In Boston, where salaries were almost $135,000 across the board last year,
a few firms, including Weil Gotshal and Fish & Richardson, have
distinguished themselves by eschewing $145,00 and jumping straight to
$160,000.
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Others, like Bingham McCutchen, Goodwin Proctor and McDermott Will &
Emery, have pushed compensation to $145,000.

In Chicago, most firms have increased from $135,000 to $145,000, with the
exception of Jenkens & Gilchrist, which made a leap from $125,000 to
$140,000.

Brinks Hofer Gilson & Lione, Chapman and Cutler, and Quarles & Brady will
all pay associates $135,000 this year and Ice Miller has stayed at $90,000.

The decision to hold salaries steady, especially in regions other than New
York, is often a conscious effort by firms.

“I have found that in some of those regional cities, there’s an incentive for
some firms to stay shops that maintain a midlevel of compensation and a
good quality of life,” Kowalczyk said.

--Additional reporting by Erin Coe and Sam Schulz

NOTE FOR ORGANIZATIONAL SUBSCRIBERS:
The attached spreadsheet contains salary details for firms broken down by
the following geographic regions:

- California: Bay Area

- California: Silicon Valley

- California: Southern

- Chicagoland

-D.C. area

- Florida

- Mid-Atlantic

- Midwest (Excluding New York)

- New England

- New York

- Northwest

- Rockies & Southwest

- Southeast

- Texas

METHODOLOGY:

About 300 law firms were asked to participate. The spreadsheet contains
salary information from every firm that agreed to participate. Data was
submitted from Feb. 1st through Feb 6th. Compensation includes salary only,
and excludes any type of bonuses, such as sign-on bonuses and yearend
bonuses. Responses were self-selective, creating an assumed bias toward
firms with higher salaries. Moreover, the survey data is inexhaustive. While
the editors have taken every precaution to ensure accuracy, we make no
guarantees, explicit or implicit, regarding the accuracy of the data.
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