INCE THE DAYS OF
the dot-com boom, most
of the highest-paid first-
vedr  associates  in the
country have been pulling
down 5125000, But now a
wave of salary hikes s
sweeping  cities on byt hy
coasts. Since h:*[}h'llthul‘, cHe
firm after another has bumped
up lirst-vear salaries by 310,000,
to $135.000, “One thirty-five is
the new 125, says Dan Binstock,
managing director of the Wash-
ington, 12.C., oflice of BCG A
torney Search.

At press time the wave was
still breaking, In New York, for
imstance, Sullivan & Cromwell

salaries

hoosted s20.000, to
$145,000—topping market leader
Boies, Schiller & Flexner, which
at press time pays first-years
$144,000. Simpson Thacher &
Bartlett and others quickly
matched. More firms are expect-
ed to tollow.

t all started in
where last fall a string of midsize
firms increased first-year asso-
ciate salaries to 5135.000. In
December, Gibson, Dunn &
Crutcher became the [irst natiom-
al firm to start paving $135.000 to
all first-vears.

At times like these, the “herd
mentalitv” kicks in, according
to Bay Area consultant and for-
mer  Thelen Reid & Priest
chairman Richard Gary. Within
a few weeks, other firms with

California.

California ||i‘udqu;1|‘t'[-.|'ﬁ, sueh
as O'Melveny & Mvers, Wilson

Sonsini Goodrich &  Rosali,
Latham & Watkins, and Paul,
Hastings, Janofsky & Walker,
had all matched Gibson,
Dunn's rates.

A similar ripple effect has
been felt in Washington, .0,
and Atlanta. Atlantas Alston &
Bird set the new norm in late
December,  raising  lirst-year
salaries by $10,000, to $115,000.
king &
Spalding: Troutman Sanders; and
Morris, Manning & Martin fol-
lowed. In 12.C..
are now payving $135.000: Fish &
Richardson, and Finnegan, Hen-
derson, Farabow, Garrett & Dun-
ner. 1).C.s Dickstein Shapiro

Two  weeks later

two 1P 'Emuli{pw.ﬂ

Morin & Oshinsky and Hogan &
Hartson joined the eclub, too.
IFirms that H||'L*;li|}' pay above the
$135.000 threshold—like New
Yorks Skadden. Arps. Slate,
Meagher & Flom. which pavs
$140.000—had not raised salaries
ab Press b,

“No one wants to be a market
leader in associate compensation,”
Gary says, by way of explaining
the herd. Hut all of the firms that
['I".I]I:HIEE{"] H]{"HI,'-.{ I\'[ w to ]:Il' -
petitive with the fimns that went to
135 in the first place, thevl all go
to 135 for competitive reasons.”

Why do thev do it? Firms
have to Py market rate to attract
the best talent, according to Greg
Nitzkowski, managing partner at
Paul, Hastings. He adds, “The
competition for talent is the sin-

ale most important part ol all of

our {utures.”

As it did in the last round of

associate pav hikes. a growing

economy  is driving  associate
salaries. In Silicon Valley during
the dot-com boom, venture capi-
talists beoan laring the graduates
ol top law schools away from big
firms ]}}. olfering more creative
and lucrative opportunitics.

That had big lirms running
scared. In 1999 the Menlo Park.
California—based firm Gunder-
son Dettmer Stoneh Villenenve
Franklin & Hachigian raised
IHHI-*‘-.i‘.!.i associate pray h‘k nore
than $20.000. to $125.000. Af-
ter that, a bidding war broke
oul nationwide, and salaries
OINCe IIJIIH"EU'{!'-[H- I'I!"L"iil'r]i" J[EI{'
I]-EIH{:I'IL'II FROETN.

In the current round of in-
creases, New York firms initially

held back boy, 1n the words of

Binstock, “see what the market
does.” Even some of the firms that
I'il.if'i{‘{i HEllill'ii‘H i1 E}ll'l'l"l' I'.I']H("{'H
stopped short for their associates
in New York. Nitzkowski said he
18 u—'uiﬁng to see where the New
York market lands. Now that it
pays maore than the rest of the
country, Paul, Hastings may
have to follow. A spokesperson
for Latham & Watkins says the
firm continues to wateh the
New York market -‘.‘]u:«-‘t'|_'u.'.

Of course, even the greediest
assoclale
cord-breaking salaries can be a
“double-edged sword,” accord-
ing to Binstock. That’s because
when a firm offers a 510,000
raise to 100 associates, it means

soon learns that re-

51 million in additional over-
head. And then partners are
faced with three options: take it
out of their profits, inerease
billing rates, or up billable
[I{HIIJ.": ll{'{lililli'lllt{"'llll.'"r.

During the dot-com boom,
many trend-setting firms chose
the third option, strictly - en-
forcing—or even increasing—
billable hours requirements, Ac-
cording to Binstock, by 2000 some
lawvers were sayving, ‘[ would
rather be paid a 1999 salary with-
oul the extri pressure.”

This time around, first-vears

Firms around the country are now paying their first-years anywhere from $115,000 to $145,000.

Firms that have increased first-
vear salaries since fall of 2005*

ATLANTA
OLD NORM  $100,000
NEW NORM $115,000

Alston & Bird

Greenberg Traurig

King & Spalding

Mortis, Manning & Martin
Smith, Gambrell & Russell
Sutherland Ashill & Brennan
Troutman Sanders
BALIFIJR HLE.

OLD NORM  $125,000

NEW NorM  $135,000

Cooley Godward

DLA Piper Rudnick Gray Cary
Fenwick & West

Gibson, Dunn & Crutcher

Heller Ehrman

Howard, Rice

Irell & Manella

Keker & Van Nest

Latham & Watkins

WMunger, Tolles & Olson
(0'Melveny & Myers

Paul, Hastings, Janofsky & Walker
Quinn Emanuel

Sheppard, Mullin

W!mn Sonsini Goodrich & Rosati

(Lo d B LAl 2oLt ]
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OLD NORM  $125,000
NEw NoRMm  $135,000

Govington & Burling

Dickstein Shapiro Morin &«E}SIimsky

Finnegan, Henderson, Farabw.
Garrett & Dunner

Fish &Rmhmﬂwn .

Hogan & Hartson

-l--ll-!_l- -l;: ‘-k
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aren’t looking a gift horse in the

month. So far, at least, there have

been no reports of complaints.
—Ross Topn
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