M) PARTNER
© COMPENSATION
O SURVEY

B s
LI .|

2016
_PARTNER

. (COMPENSATION
. SURVEY

5 PARTNER K
'COMPENSATION &
SURVEY W

=

3

R

"
4l

FIETR TR

[
s
"

=4yt

4 MAJOR, LINDSEY & AFRICA

Major, Lindsey & Africa’s
Partner Compensation Surveys:
A Decade of Perspective

Jeffrey A. Lowe, Esq.

Global Practice Leader Law Firm Practice,
Managing Partner, Washington, D.C.

©2020 Major, Lindsey & Africa LLC. All rights reserved. An Allegis Group Company




Contents

EXECUTIVE SUMMARY ...ttt ettt ettt et et e et e et e et e et e et et et et e e aanneannnan 4
FIVEKEY TRENDS ...ttt ettt ettt ettt e et e et e et e et e et e et et et et etuneanneanneennnan 5
METHODOLOGY ...ttt ettt ettt et et et e tae e taa e taa e taeetaaaeaaeeansesaaaaaeaneenneeneeneeneens 6
ANALYTICALNOTES AND DEFINITIONS. ... ..ottt ettt e et e et e et e e enaeeennneenns 6
TREND 1: Consistent Growth in Partner Compensation Across thePast10Years................ccccoeennnnee. 7
Exhibit 1.1—Partner Compensation .........c..ouuiiiiiiiiii ettt e e e e e e e e e e e e ens 7

Exhibit 1.2—Trends in Average Partner Compensation, by Ethnicity..........cccoiiiiiiiiiiiiiiinenn. 8
Compensation and Originations......... ...t e e e e e eaas 8
Exhibit 1.3—Importance of Factors When Determining Compensation ..............cccceeiiiiiinienennnn... 8

Exhibit 1.4—Partner OriginatioNns ..........cooiiniiiiiiii e e e e e ens 9

Exhibit 1.5—Trends in Average Partner Originations, by Ethnicity...........ccccoeiiiiiiiiiiiin, 9
TheIMPACt Of TENULE..........oeoee e e e e e e e e e e e e e s eaa s snennans 10
Exhibit 1.6 A—Trends in Median Partner Compensation and Originations, by Tenure..................... 10

Exhibit 1.6B—Trends in Median Partner Compensation and Originations, by Tenure .................... 10
Compensation as a Percentage of Originations ..................oooiiiiiiii i 1
Exhibit 1.7—Trends in Partner Compensation as a Percent of Originations, by Tenure..................... 1
Growth in Partner Compensation Disparity.............cc.cooiiiiiiiii i 1
Exhibit 1.8—Detailed Trends in Parther Compensation .............ccoviiiiiiiiiiiiiiieeer e, 12

Exhibit 1.9—Percent of Partners Earning Above/Below $TMillion ............coeeevvveeeiiiiieeeeiiiieeee, 12

TREND 2: Pay Gap Between Equity and Non-Equity Partners Is Widening ...................ccccooeiieninnn.. 13
Exhibit 2.1—Average Equity and Non-Equity Partner Compensation Trends..........cc.cccoevveniinneennann. 13

Exhibit 2.2—Median Equity and Non-Equity Partner Compensation Trends...........cccccoeviennenannnn. 13

Exhibit 2.3—Trends in Median Equity and Non-Equity Compensation..............cceeviiiiiiieinneinnenns. 14

The Shift To More Non-EquUity Partners............ ... eans 14
Exhibit 2.4—Percent of Equity Partners in AmLaw200 .........coouiiiiiniiiiiieeeeeeeeee e 15
Compensation and Originations........ ... e e e aeans 15
Exhibit 2.5—Trends in Median Equity and Non-Equity Originations............cccoeeviiiiiiiiiiiininennnnns 15

Exhibit 2.6—Trends in Median Non-Equity Compensation, by Firm Size............ccocoviiiiiiinnnn, 16

Exhibit 2.7—Trends in Median Non-Equity Originations, by Firm Size ..........c.cciiiiiiiiiinnnnn, 16

©2020 Major, Lindsey & Africa LLC. All rights reserved. Partner Compensation Surveys: A Decade of Perspective | 2




TREND 3: Gender Pay Disparity Remainsand May BeIncreasing...............ccoooviiiiiiiiiiiiiiiiiiiceeeeene, 17

Exhibit 3.1—Law Firm Partners, by GeNder..........cu i a e 17
Exhibit 3.2—Average Female and Male Partner Compensation Trends.............ccccevieviiiiiinniniennnn. 18
Exhibit 3.3—Median Female and Male Partner Compensation Trends...........cccccoveiiiiiiiininninnennnn. 18
Exhibit 3.4—Percent of Partners Earning Above/Below $1 Million, by Gender..................u......... 19
TheImpact of OrigiNatioNs ... e eaens 19
Exhibit 3.5—Trends in Median Equity Compensation and Originations, by Gender ..................... 19
Exhibit 3.6—Compensation vs. Originations by Gender...........ccoouiiiiiiiiiiiiiiieeeceeee s 20
Perception of a GeNderPay Gap ...........ccuiiiiiiiiiiiiiiie et et et e e e aas 20
ThE ACHasS STUAY ...t e et e e e et e et e te e et st et eanaeneanaanns 21
A SUrprising FINAiNG...........oooiiiii et e e e e e e e e e e e ea e en e eenaenanas 21
Where DoWe Go FroMHEIE? ..... ..o ettt ee et e e e e e 22
TREND 4: Partners Are Willing To Trade a Portion of Compensation for Other Perks ....................... 23
Exhibit 4.1—Satisfaction With Compensation .............ccoiviiiiiiiiiiiiiii e, 23
Exhibit 4.2—Satisfaction With Compensation, by Partner Status............cccooeiiiiiiiiiiiiiinean, 24
Exhibit 4.3—Satisfaction With Compensation, by Gender..............coviiiiiiiiiiiiiieeeeee e, 24
Exhibit 4.4—Satisfaction With Compensation, by Ethnicity ............cccoooiiiiiiiiian, 25
Exhibit 4.5—Satisfaction With Compensation, by Compensation Bracket .............cccceveiiiniiniannn. 25
Exhibit 4.6—Overall Satisfaction With Attorney Life (Not Taking Compensation Into Consideration) 26
Sacrificing Compensation for OtherBenefits ..., 26
Exhibit 4.7—Willingness to Trade Compensation for Other Perks...........ccoviiiiiiiiiiiiiiiiinininenns 26
TREND 5: Partners Who Have Made a Lateral Move Earn More Than Non-Laterals .......................... 27
Exhibit 5.1—Median Compensation Trends for Laterals and Non-Laterals .............ccccooveiiiiniannn. 27
Exhibit 5.2—Trends in Median Lateral and Non-Lateral Partner Compensation ............................ 28
Lateral Moves Propel Both Male and Female Partner Compensation....................cc.ccoceiiinnnnn.. 28
Exhibit 5.3—Trends in Median Lateral and Non-Lateral Partner Compensation, by Gender ........... 28
Exhibit 5.4—Female Partner Satisfaction With Compensation, by Lateral Status .......................... 29

Not All Lateral Partners See a Significant Boost in Compensation—but Other Benefits Are Evident 29

Exhibit 5.5—Overall Satisfaction With Attorney Life, by Lateral Status .............ccooeiiiiiiiiinnin, 30

Exhibit 5.6—Lateral and Non-Lateral Partner Satisfaction, Equity and Non-Equity Partners............ 30

(o{o ]} (o 11 1] [ @ ] |1 31
1 [ 2 N 32
ABOULTRE AURNOK ... et et e e et e e e et e e et e s e e aneaneanens 32
About Major, LINAseY & AfFCa..........ccouiiiiiiiiieii et e e e eee e e et et e e ee e e aeanas 32

Y X 1 N ol - RSPt 32

©2020 Major, Lindsey & Africa LLC. All rights reserved. Partner Compensation Surveys: A Decade of Perspective | 3




Executive Summary

2020 marks the 10-year anniversary of the launch of Major, Lindsey & Africa’s (MLA) biennial Partner
Compensation Survey, the most comprehensive effort ever undertaken to identify ranges of partner
compensation, the criteria law firms use in determining partner compensation, and the satisfaction of law
firm partners with their compensation and compensation systems.

And what a decade it's been. The earlier part of the decade (2010-2012) saw stagnation and increased

rate pressure from clients, both the result of the Great Recession. At the same time alternative legal service
providers entered the market to challenge long-established law firms—from both a client and talent
perspective—causing law firms to re-evaluate how to approach growth and the business of law. But despite
these early headwinds, many law firms rose to the challenge, posting record or near-record gains year-over-
year as they cruised through the latter half of the decade.

And then came COVID-19. While it’s still too early to determine what short- and long-term effects the
pandemic will have on the legal industry, we thought it would be useful to look back at some of our key
findings over the previous decade as we bring to a close the collection of our 2020 Survey data.
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Five Key Trends

Lawyers are making 38% more in compensation than 10 years ago.

Average partner compensation has increased 38% since 2010, driven by a commensurate rise
in originations (+40%), the key driver of partner compensation. Breaking down the data by
ethnicity, however, shows a wide disparity among non-White partners.

>>> See more on this trend here

Pay gaps between Equity and Non-equity partners is widening.

The compensation gap between Equity partners and Non-equity partners continues to grow:
Over the last 10 years, average compensation of Equity partners has increased 40%, while
average compensation of Non-equity partners has remained relatively stagnant, rising only
$35,000 over that same period.

>>> See more on this trend here

Gender equality has shown surprising gains,

but inequality gaps are still growing.

Despite more attention being paid to the gender pay gap, the data suggests the pay disparity
continues to widen. Female partners earned 35% less than their male counterpartsin 2018.

The predominant compensation model in BigLaw may be failing to recognize women's wider
contributions and putting them at a disadvantage.

>>> See more on this trend here

50% of partners are willing to trade a portion
of their compensation for other perks.

Although partners report that they are generally satisfied with their current level of compensation,
slightly more than half would be willing to sacrifice a portion of their compensation for more
time off or a reduction in hours or other perks. And, when broken down by gender, ethnicity
and Non-equity/Equity status, the data shows wider disparity in satisfaction.

>>> See more on this trend here

Attorneys who have made a lateral move earn
more than their non-lateral counterparts.
On average, lateral partners earn nearly 20-30% more than their non-lateral counterparts, with

female partners seeing even greater benefits, with a 40% increase in median compensation.

>>> See more on this trend here
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Methodology

Below is a summary of the Survey methodology used by MLA and its research partners.

Number of

.. 1,873 2,228 2,094 2,153 1,390
participants
Response Rate 6.2% 3.0% 4.9% 2.9% 2.3%
Research ADF Research ALM‘ Legal ALM. Legal ALM. Legal Acritas
Partner Intelligence Intelligence Intelligence
Surve For each Survey, invitations were sent to partners at law firms ranked in the Am Law
. y 200, NLJ 350, or Global 100 within the 5 years leading up to, and including, the year
Recipients
of the Survey.
For each Survey, an American Express gift card was awarded to one respondent—
Incentives selected at random—who completed the Survey before its close date. In 2016 and

2018, participants were also advised that MLA would make a donation to The Legal
Aid Society for each respondent who completed the Survey.

MLA and its research partners are committed to protecting the identity of Survey
respondents. None of this report nor any of the prior Survey reports disclose any
information about individual respondents or their law firms. All information has been
reported in aggregate to ensure anonymity. All data collected has been handled
through the research partner. No names, email addresses, or any other identifying
information has been shared with MLA or any other organization.

Confidentiality

Analytical Notes and Definitions

Below are key statistical terms used throughout this report.

Average: Also known as the mathematical mean; used to show a value that is representative of a set of
numbers. In this report, average is calculated by adding up all the numbers in a set and dividing by the
number of variables in that set.

Important to note: mathematical averages can be skewed if there are a number of outliers at the high or
low end of the range of numbers in a set.

Median: This number is used to show the number lying at the midpoint of a distribution of values in

a given set. There is an equal probability of falling above or below this value. In this report, median is
typically relied on as it is more representative of the sets than the average which can easily be skewed,
as noted above.
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Trend 1: Consistent Growth in Partner
Compensation Across the Past 10 Years

Life as a law firm partner can be a rewarding one—especially financially. In the last decade alone, average
partner compensation has grown an impressive 38%. This is 1.5 times faster growth than the national wage
index, which has increased only 25% over the same timeframe.!

Even when looking at median compensation levels (which tend to be less impacted by outliers than average
numbers), partner compensation has grown 21% since 2010.

And while growth in partner compensation levels isn’t always the same year-over-year, the direction is
almost always up.

EXHIBIT 1.1—PARTNER COMPENSATION Base: 2010 (1,722); 2012 (2,089); 2014 (2,068); 2016 (2,206); 2018 (1,316).
Average Median
$1,200K $1,200K
Increase of 38% Increase of 21%
$1,000K  from 2010 to 2018 $1,000K  from 2010 to 2018

$877K  $885K

$800K $800K
$716K
seqok  SOBIK
$600K $600K $575K $575K
$475K $475K $475K
$400K $400K
$200K $200K
$OK $0K
2010 2012 2014 2016 2018 2010 2012 2014 2016 2018

This increase in average compensation is not universal, however, and has varied widely when broken down
by ethnicity. For example, reported average compensation of Black partners has actually fallen slightly since
2010, while reported average compensation of Hispanic and Asian Pacific partners has increased by 46%
and 44%, respectively over that same time frame.?

'Social Security National Wage Index https://www.ssa.gov/oact/cola/AWI.html

2The ethnic categories used in the survey and this report track those previously used by the American Bar Association. The number of respondents by ethnic
category for the 2018 Survey were as follows: White, not Hispanic (1,030), Black, not Hispanic (24), Hispanic (29), Asian Pacific, not Hispanic (55), American
Indian, not Hispanic (1), Native Hawaiian or Pacific Islander, not Hispanic (2), Mixed Races (22). Because of the relatively small number of non-White respondents,
it is impossible to draw statistically meaningful conclusions for those categories and therefore changes over time may not be truly representative. We include
them here for informational purposes only.
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EXHIBIT 1.2—TRENDS IN AVERAGE PARTNER COMPENSATION, BY ETHNICITY

3
$1,000K X S x «
I ﬁ L3 F\l’ <
[ee) 4 Q g
$900K i & . L. @
3 2 % 3 5
$800K v Ng 10
SR B - = =
O
$700K x 2 g & g ¥ «
+ N
% g # 2 9 « c?)
$600K e 0 ™ M 2
2 g 5 2 2
$500K — e
$400K
$300K
$200K
$100K
$0K
2010 2012 2014 2016 2018

m Asian Pacific Black, not Hispanic ~ ®mHispanic White

NB: due to small sample sizes from non-White partners (i.e., small response sizes of 29-73 persons across all years for all non-White ethnicities), this chart is included as information only and not as
statistically supportable conclusions; see footnote 2.

Compensation and Originations

Without question, originations have emerged over time as the key driver of partner compensation.

EXHIBIT 1.3—IMPORTANCE OF FACTORS WHEN DETERMINING COMPENSATION Base: 2018 Firm Importance (1,233-1,248)
0, 0, 00 oo
100% 2% 1% 3% 2%
=
90% 29% ’ A2
22% °
80%
35%

70%

60%

50%

40%

48% 44%
30% 40%
32%

20%

10%

0% ¥

Originations Working Realization Billable Non-billable  Management  Cross-selling Good Seniority
attorney rate hours hours responsibilities citizenship
receipts
Veryimportant  ®Somewhat important Not very important  ®Not at all important
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Not surprisingly, while average partner compensation has risen 38% from 2010-2018, average originations
have risen a nearly identical 40% over that same time frame.

EXHIBIT 1.4—PARTNER ORIGINATIONS Base: 2010 (1,722); 2012 (2,089); 2014 (2,068); 2016 (2,206); 2018 (1,316).

Average Median
$3,000K $3,000K

Increase of 40% $2,456K $2,571K Increase of 32%
$2,500K from 2010 to 2018 - $2,500K from 2010 to 2018

$1,957K

$2,000K 7838k  $1.893K $2,000K
$1,500K $1,500K
$1,250K  $1,250K
$1,050K  $1,050K

$1,000K 1,000k 950K
$500K $500K
$OK $OK

2010 2012 2014 2016 2018 2010 2012 2014 2016 2018

As with compensation, however, average originations also appear to have varied widely when broken down
by ethnicity. For example, reported average originations of Black partners has increased 10% from 2010-
2018 (despite reported average compensation falling by 5%), reported average originations of Hispanic
partners has appeared to remain stagnant (despite reported average compensation increasing by 46%),
and the reported average originations of Asian Pacific partners has appeared to increase by 59% (despite
reported average compensation increasing by only 44%). As noted above, however, the relatively small
number of respondents makes it difficult to draw meaningful conclusions for these categories.

Low bases range from 29-73 across

EXHIBIT 1.5—TRENDS IN AVERAGE PARTNER ORIGINATIONS, BY ETHNICITY years for all ethnicities aside from White.
$3,000K . &
(2] v N (V\I% ¢ ~
$2,500K & « g @ S - 3
N4 g « X X ,C; E g
© ) 3 g @ * 3
r 2 © i ®  » I
$2,000K L 85 s . & b & S 8
A v o» ) (R
% o) - < @ 2 - X
© . 4 —_ ¢! ™ @ s
$1,500K N5 A 5
©“
$1,000K
$500K
$OK
2010 2012 2014 2016 2018

® Asian Pacific Black, not Hispanic ~ mHispanic White
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The Impact of Tenure

Despite partners ranking seniority next to last in order of importance of factors that determine compensation
(see Exhibit 1.3 above), it appears tenure also plays some role in compensation.

For example, partners who have been practicing the longest (more than 20 years as a partner) saw the

biggest uptick in compensation between 2014 and 2016, and saw their compensation increase at a higher
percentage than their originations over the period 2010-2018.

EXHIBIT 1.6A—TRENDS IN MEDIAN PARTNER COMPENSATION AND ORIGINATIONS, BY TENURE

$2,500K
2014- 2010- 2,050K
20+ Years 2816 2812 $2,000K 3 $1,950K
$1,550K $1,550K $1,550K
Compensation +22% +32% $1,500K
Originations +32% +26% $1,000K $625K $625K $675K $825K $825K
s N R N B
$OK
2010 2012 2014 2016 2018

® Annual Compensation Originations

Less senior partners, however, have had a slightly different experience: these groups saw their
compensation levels increase at a lower rate than their origination growth (see Exhibit 1.6B).

EXHIBIT 1.6B—TRENDS IN MEDIAN PARTNER COMPENSATION AND ORIGINATIONS, BY TENURE

$2,500K

2014- 2010- ® Annual Compensation Originations
1-5Years ;015 2018 $2,000
Compensation +0% +15% $1,500K
Originations +0% +29% $1,000K

s500K  $325K $350K  $325K $350K  $325K $350K  $325K $350K  $375K $450K

so . L I ]

2010 2012 2014 2016 2018
$2,500K
2014~ 2010-
6-10Years 5516 2018 $2,000K
Compensation +11% +12% $1,500K $1150K $1,250K
Originations +21% +32% $1,000K $950K $950K 3950K
ssook | $425K $475K $475K $525K $475K
o R [ ] [ ] [ ] ]
2010 2012 2014 2016 2018

11-20 Years on next page...
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$2,500K

2014~ 2010- ® Annual Compensation Originations
11-20 Years 2016 2018 $2,000K $1,800K
$1,550K
Compensation +8% +17% $1,500K $1,350K $1,350K $1,300K
Originati +19% +33% ,000
riginations % $1,000K 5575k 6575 $625K $675K $675K
B N B BN e
$0K
2010 2012 2014 2016 2018

Compensation as a Percentage of Originations

Over time, compensation as a percentage of originations has remained fairly constant (see Exhibit 1.7). In the
early years of partnership, compensation as a percentage of originations has been well over 90% (though
falling to only 83% in 2018), as law firms make an investment in the future business generation potential

of younger partners. After the five-year mark, however, compensation as a percent of originations drops
sharply, presumably reflecting the responsibility of partners to originate larger books of business and stand
on their own.

EXHIBIT 1.7—TRENDS IN PARTNER COMPENSATION AS A PERCENT OF ORIGINATIONS, BY TENURE

100%

93% 93% 93% 93%
90% 5T
80%
70%
60%
50% 9 °0% °0% 48% 46%
45% 43% 20% 43% 40% 44% ° 44% 40% . 42%

40% 38% 38%
30%
20%

10%

0%

2010 2012 2014 2016 2018

m1-5 Years 6-10 Years m11-20 Years 20+ Years

Growth in Partner Compensation Disparity

As Exhibit 1.8 demonstrates, compensation among the highest and lowest compensated partners (i.e.,
those falling in the 95" and 5% percentiles) has been widening steadily over time. The highest partner
compensation levels have increased by 46% since 2010, while the lowest levels of compensation have only
grown by 15%. The rich are getting richer.
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EXHIBIT 1.8—DETAILED TRENDS IN PARTNER COMPENSATION

$3,000K
High
2,650K .
$2,500K $ $2,550K (95" Percentile)
$2,000K $2,050K
$1.750K $1,850K
$1,500K
Average
$1,000K .
$877K $885K Median
$640K $681K $716K | i
$500K k- $475K L $475K L $475K $575K $575K Low
$198K $200K $215K $242K $228K (5 Percentile)
$0K
2010 2012 2014 2016 2018

This wide range in compensation, coupled with the substantially higher average compensation versus
median compensation, indicates that there is a small group of partners who are compensated at the highest
levels, thereby skewing the average. The good news is that for each year of the Survey, a higher percentage
of partners have stepped into the $1 million club (those who earn $1 million or more a year).

EXHIBIT 1.9—PERCENT OF PARTNERS EARNING ABOVE/BELOW $1 MILLION

11UV 7%

90%

80%

70%

60% 849 81%
50%

40%

30%

20%

10%

0%

2010 2012 2014 2016 2018

Earn More than $1M Annually m Earn Less than $1M Annually Significant difference from 2010
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Trend 2: Pay Gap Between Equity and
Non-Equity Partners Is Widening

Since our first Survey in 2010, we have seen (not surprisingly) a wide disparity in compensation between
Equity and Non-equity partners. For example, in 2010 Equity partners earned, on average, 59% more than
Non-equity partners, and this trend has become even more pronounced over the last 10 years. As of 2018,
Equity partners reported 67% higher average compensation than Non-equity partners, with Equity partners’
compensation growing nearly 4x faster than Non-equity partners over the period 2010-2018.

EXHIBIT 2.1—AVERAGE EQUITY AND NON-EQUITY PARTNER COMPENSATION TRENDS

$1,200K $1,136K
Average, Equity partners —Average, Non-equity partners
$1,100K +40%
$1,000K from
2010
$900K $811K Non-equity
$800K partners earned

67% less than

$700K _ Equity partners
$600K Non-equity partners in 2018
earned 59% less than +10%

$500K Equity partners in 2010 from
$400K 2010
$300K $336K $37]K
$200K

2010 2012 2014 2016 2018

However, unlike overall trends in compensation growth described in Section 1, the widening disparity in average
compensation between Equity partners and Non-equity partners is not being driven by a small minority of
outliers earning several million dollars or more. Median compensation data reflects the same disparity and is also
widening, which means the disparity exists across all compensation range levels, not just at the top.

EXHIBIT 2.2—MEDIAN EQUITY AND NON-EQUITY PARTNER COMPENSATION TRENDS

$900K

Median, Equity partners ~—Median, Non-equity partners $825K
$800K +329%
$700K $625K Non-equity partners gr(c))]n(\)
$600K earned 61%

Non-equity partners less than Equity
$500K earned 48% less than partners in 2018 :0%
$400K Equity partnersin 2010 zrcc))]r?)
$300K $325K $325K
$200K
2010 2012 2014 2016 2018
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Survey data also shows an interesting disparity between Equity and Non-equity partners when controlling
for tenure. As shown below, the compensation gap between the most junior and the most senior Non-equity
Partners has remained low. Even counting the seemingly anomalous results in 2012, where the gap was
55%, this translates to a total difference of only $150,000 at its peak. By comparison, 2018 median data for
Equity partners reflects a gap of $400,000, or a difference of 76% between the most junior Equity partners
and the most senior. This gap has grown substantially since 2010, when the gap was only 42%

EXHIBIT 2.3—TRENDS IN MEDIAN EQUITY AND NON-EQUITY COMPENSATION

Non-Equity Partners

$1,500K
m 1-5 Years 6-10 Years ®11-20 Years 20+ Years
$1,000K
18% gap 55% gap 18% gap 15% gap 0% gap
$500K $425K $375K
$275K $325K $275K $275K $325K $325K $325K $325K
., 1 B m B m B BB B B
2010 2012 2014 2016 2018
Equity Partners
$1,500K
42% gap 38% gap 48% gap 67% gap 76% gap
$1,000K $875K $925K
$675K $725K $775K
$525K $525K $525K $525K
$500K $475K
2010 2012 2014 2016 2018

The Shift To More Non-Equity Partners

Over the last 10-15 years, many law firms have sought to limit further growth of their Equity partner ranks,
and instead have been growing their Non-equity partner ranks through de-equitization of Equity partners,
limiting admission of new partners solely to Non-equity status, or by lengthening the time between being
elevated to Equity from Non-equity.

The reasons for the shift are twofold: First, by limiting the number of Equity partners, the existing Equity
partners retain a greater share of profits during boom years. Secondly, and perhaps not as obvious, reducing
the Equity partner ranks tends to drive up the Profits per Equity Partner (PPP) of those firms, potentially
making them more attractive to future laterals looking to join firms perceived as more profitable.
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EXHIBIT 2.4—PERCENT OF EQUITY PARTNERS IN AMLAW200 Source: AmLaw200

Average Median
100% 100%
90% Decrease of 6% from 2011 to 2020 90% Decrease of 7% from 2011 to 2020
80% 80%
70% 67% 61% 70% 65%
° 58%

60% 60%

50% 50%
40% 40%
30% 30%
20% 20%

10% 10%

0%

2011 2020 201 2020

0%

Compensation and Originations
As noted in Section 1, the relationship between compensation and originations is well-established. Non-

equity partners routinely generate approximately only 25% of the originations generated by Equity partners
and are, thus, compensated accordingly.

EXHIBIT 2.5—TRENDS IN MEDIAN EQUITY AND NON-EQUITY ORIGINATIONS

$2,500K
Equity Partner m Non-equity Partner
quity quity $2,050K
$2,000K $1,850K
$1,650K $1,650K
$],500K $],450K
$1,000K
73% less 73% less 76% less 78% less
76% less
$450K $450K $450K $450K

$500K $350K .
010 012

Although the average compensation of Non-equity partners has remained relatively flat since 2018, breaking
down the data by law firm size reveals an interesting story: unlike smaller firms (i.e., those with less than
1,000 lawyers), law firms with more than 1,000 lawyers have increased Non-equity partner compensation by
31% since 2010 (see Exhibit 2.6).
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EXHIBIT 2.6—TRENDS IN MEDIAN NON-EQUITY COMPENSATION, BY FIRM SIZE
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While this may initially seem surprising, the data shows why it shouldn’t be: originations for Non-equity
partners at the largest firms are 67% higher than at firms of other sizes and have grown more than twice as

fast as originations of Non-equity partners at smaller firms (see Exhibit 2.7).

EXHIBIT 2.7—TRENDS IN MEDIAN NON-EQUITY ORIGINATIONS, BY FIRM SIZE
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Trend 3: Gender Pay Disparity Remains
Profound—and There Are Some
Indications It May Be Increasing

Gender pay equity has received significant attention over the last several years, and the data shows the
"gap” remains profound.

Part of what drives this disparity in the legal profession is the relatively low number of female Equity partners.
While the proportion of total partners who identify as female has increased from 15% to 24% in the last

10 years, there has been less progress when looking solely at Equity status, with that proportion having
increased from 8% to only 11% over the same period.

EXHIBIT 3-1—LAW FIRM PARTNERS, BY GEN DER Source: 2011 and 2019 NLJ Female Equity Partner Scorecard; ALM Media Properties
2010 2018
100% 100%
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60% 60%

30% 30%
20% 20%
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0% 0%
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Despite increasing their representation in both Equity and Non-equity tiers, pay disparity for female partners
is arguably moving in the opposite direction. In 2010, female partners earned an average of 24% less than
their male counterparts. By 2018, this gap had widened substantially to 35% less than male partners.

One reason is that male partners’ compensation levels are increasing at a faster rate than female partners’
compensation levels. Between 2010 and 2018, average male partners’ compensation grew 42%, compared
to 22% for female partners.
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EXHIBIT 3.2—AVERAGE FEMALE AND MALE PARTNER COMPENSATION TRENDS
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EXHIBIT 3.3—MEDIAN FEMALE AND MALE PARTNER COMPENSATION TRENDS
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At the higher compensation levels, male partners are significantly outpacing female partners. In 2018,

28% of male partners made more than $1 million in annual compensation, compared to only 15% of female
partners. Since 2010, the number of male partners making more than $1 million in annual compensation has
increased from 17% to 28% (a 65% increase), whereas the number of female partners making more than $1
million annually has only grown from 11% to 15% (a 36% increase).
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EXHIBIT 3.4—PERCENT OF PARTNERS EARNING ABOVE/BELOW $1 MILLION, BY GENDER
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The Impact of Originations

As discussed earlier in this report, compensation at most firms is largely driven by originations. But while
male Equity partners’ originations and compensation both increased by 32% from 2010-2018, female
partners did not fare as well. Between 2010 and 2018, female Equity partners increased their originations by
20% yet only saw a 17% increase in their compensation levels.

EXHIBIT 3.5—TRENDS IN MEDIAN EQUITY COMPENSATION AND ORIGINATIONS, BY GENDER
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Given the importance/perceived importance placed by partners on originations in determining
compensation, in our 2018 Survey we sought to examine the relationship between compensation and
originations for male and female partners. Exhibit 3.6 shows the average compensation for male and female
partners within their reported origination bands for each Survey.

EXHIBIT 3.6—COMPENSATION VS. ORIGINATIONS BY GENDER
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As you can see from this chart, over the course of five biennial Surveys, when compensation is controlled
exclusively for gender and originations, female partners report lower average compensation than males in
all but 16 of the 73 data blocks where there were both male and female respondents. We thought this data
merited further study and engaged our research partner, Acritas, to undertake a more detailed analysis,
described below.

Perception of a Gender Pay Gap

Our 2018 Survey also introduced several new questions aimed at investigating whether a gender pay
gap exists for female partners and, if so, what firms are doing to address any imbalance. For purposes of
the Survey, the gender pay gap was defined as “the difference in compensation received by women as
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compared to men for the same work or contribution to the firm.” The complete results of that analysis can be
found here.

28% of respondents said that they believed a gender pay gap existed within their firm, but when analyzing
the data by gender, female partners were six times as likely to perceive a pay gap as their male counterparts
(67% vs. 11%). Across all respondents, including those who don’t believe there is a pay gap, the gender pay
gap was perceived to average 6%, but once again the difference in how large each gender perceived the
gap to be was stark: only 3% of females thought the pay gap was 10% or less, compared to 21% of males.
Conversely, 35% of female partners who believed a gap existed estimated it exceeded 20%, compared to
13% of male partners.

The Acritas Study

Given the apparent disconnect between (i) a perceived gender pay gap of only 6%, (ii) a difference in
reported average compensation between male and female partners that has ranged between 32% and

53% over the course of five Surveys and (iii) historical data that suggests when compensation is controlled
exclusively for gender and originations, female partners report lower average compensation nearly 80% of
the time, MLA asked Acritas to undertake a rigorous, scientific analysis of the data. A copy of Acritas’ report is
set forth at Appendix XllI-Acritas Gender Pay Gap Statistical Modeling to the 2018 Survey.

A Surprising Finding

The first step of Acritas’ investigation was determining which factors had the greatest impact on
compensation. Factors tested by Acritas included both metric/scalar variables (originations, hourly rate,
working attorney receipts (WAR), total billable/non-billable hours, age, and number of lawyers at a firm)
and classification/categorical variables (gender, partner status, practice area, lateral status, ethnicity and
sexual identity). Acritas determined as an initial matter that all of these variables, other than ethnicity and
sexual identity, had some statistically significant relationship with compensation though low base sizes

for these two factors may have contributed to a lack of statistical relationship. However, when all these
variables were combined, Acritas found that several had no statistically significant impact once the other
factors were controlled for. Acritas determined through regression analysis that across the whole data set,
75% of variance in pay compensation can be attributed to a combination of an individual’s originations and
hourly billing rate. Adding any one or more of WAR, number of lawyers at firm, and partner status—those
factors with statistical significance—into the equation did not increase the variance above 75%. Thus, Acritas
determined that there was no difference in compensation between males and females, once the other
factors had been controlled for.

According to Acritas, about 48% of overall variance in compensation was accounted for by the variance in
originations, 27% of overall variance was accounted for by the variance in hourly rates and 25% of overall
variance is accounted for by “other factors, including differences between firms.”

©2020 Major, Lindsey & Africa LLC. All rights reserved. Partner Compensation Surveys: A Decade of Perspective | 21



https://info.mlaglobal.com/2018-partner-compensation-survey

Where Do We Go From Here?

As we noted in the 2018 Survey, given the seemingly incongruous results of the analysis, one obvious
question is whether the current compensation models employed by firms are inherently unfair to women.
While the data might not suggest a conscious bias against women, the predominant compensation model
in BigLaw today, which heavily rewards partners for their originations and WAR, may be failing to recognize
women'’s wider contributions to their firms and putting them at a disadvantage. Differing perceptions of
what constitutes the “same work or contribution to the firm” between genders could explain why so many
more female partners than male partners perceive there to be a gender pay gap.

Additionally, since female partners are more likely to cluster in less profitable practice areas such as Labor &
Employment (for example, 9% of female respondents listed Labor & Employment as their specialty versus
5% of male respondents, rather than more lucrative practice areas such as Corporate, M&A and Securities
[19% male versus 12% female]), it's not surprising to see lower average originations and hourly rates for
female partners. However, we believe the extent of the gender disparity in originations cannot be explained
by practice area differences alone. So, the question remains as to why female partners’ originations are on
average so much lower and whether firms could be doing more to support female partners in increasing
their originations and hence driving up their compensation.
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Trend 4: Compensation Versus
Satisfaction—50% of Partners Are Willing
to Trade a Portion of Their Compensation
for Other Perks

Each Survey has consistently shown that partners are generally satisfied with their current level of
compensation. In 2018, 73% of partners expressed satisfaction with or neutrality towards the level of
compensation they receive, down slightly from historical ranges of 76-80% in prior Surveys.3

EXHIBIT 4.1—SATISFACTION WITH COMPENSATION
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Not surprisingly, Equity partners tend to be more satisfied with their compensation than Non-equity
partners. Only 22% of Equity partners are not satisfied with their compensation, compared to more than
one-third (37%) of Non-equity partners.

3The Survey questionnaire was amended slightly in 2018 to allow respondents to choose the option “Neutral,” in addition to “Satisfied” and “Not Satisfied.”
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EXHIBIT 4.2—SATISFACTION WITH COMPENSATION, BY PARTNER STATUS
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Female partners are also more likely to be dissatisfied with their compensation, with 32% falling into that
category, versus 23% for male partners. In 2018, both male and female partners recorded their highest
levels of dissatisfaction since the inception of the Survey in 2010. In addition, with the aforementioned
limited response rate again noted here, Black partners historically have responded that they are much less
likely to be very satisfied with their compensation and much more likely to be very dissatisfied with their
compensation.

EXHIBIT 4.3—SATISFACTION WITH COMPENSATION, BY GENDER
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EXHIBIT 4.4—SATISFACTION WITH COMPENSATION, BY ETHNICITY

% ‘Very Satisfied’ With Comp

50%

40%

30%

20%

10%

0%

25%  24%

2010

% "Very Dissatisfied” With Comp

50%

40%

30%

20%

10%

0%

13%

2010

m Black partners All other partners
31%
27% 27%

23% 22%
. B B 3

2012 2014 2016 2018
17% 16% 16% 13% 0

2012 2014 2016 2018

Similar trends persist across compensation tiers. Partners who earn more tend to be more satisfied than
partners who earn less, but partners across all compensation tiers reported lower satisfaction in 2018 than
in 2010.

EXHIBIT 4.5—SATISFACTION WITH COMPENSATION, BY COMPENSATION BRACKET
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In 2016, the Survey introduced a new question which asked partners to rate their overall satisfaction with
attorney life without taking compensation into consideration. As Exhibit 4.6 shows, the 2018 results
recorded only a slight increase in dissatisfaction, but overall the vast majority of partners express satisfaction
with their lives.

EXHIBIT 4.6—OVERALL SATISFACTION WITH ATTORNEY LIFE (Not Taking Compensation Into Consideration)
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Sacrificing Compensation for Other Benefits

Notwithstanding this high level of satisfaction, a high percentage of partners are willing to sacrifice a portion
of their compensation for other perks. The 2016 and 2018 Surveys showed an almost even split between
partners willing to sacrifice a portion of their compensation compared to those not willing to give up pay for
other perks (see Exhibit 4.7).

EXHIBIT 4.7—WILLINGNESS TO TRADE COMPENSATION FOR OTHER PERKS
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On average, partners were willing to trade up to 14% of their compensation for these other perks. Not
surprisingly, the most desired trade-off for compensation was for more time off.
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Trend 5: Partners Who Have Made
a Lateral Move Earn More Than Their
Non-Lateral Counterparts

Over the course of their careers, many partners are faced with the prospect of making a lateral move from
one firm to another. It is commonly thought that compensation is usually the main driver for making a
lateral move, but data from the Major, Lindsey & Africa Lateral Partner Satisfaction Surveys has consistently
shown otherwise: since its inception in 1996, and in each subsequent iteration in 2006, 2014 and 2020,
compensation has been cited as the sixth most important factor. Instead, partners cited lack of confidence
in firm management/strategy as the number one reason for leaving their former firm, and the ability to
support/take practice to the next level as the number one reason for choosing their current firm.

While a desire for increased compensation may not be the main reason for a move, there still is a strong
correlation between lateral movement and increased compensation: partners who have made a lateral
move at some point in their careers consistently earn 20%-30% more than those partners who have
never moved.

EXHIBIT 5.1—MEDIAN COMPENSATION TRENDS FOR LATERALS AND NON-LATERALS
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The impact of a lateral move on partner compensation is visible across almost every partner type, with the
notable exception of Non-equity partners.
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EXHIBIT 5.2—TRENDS IN MEDIAN LATERAL AND NON-LATERAL PARTNER COMPENSATION
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Lateral Moves Propel Both Male and Female Partner Compensation

The effect of a lateral move on compensation is even more dramatic for female partners. Female partners
who have made a lateral move report 40% higher median compensation than their non-lateral counterparts.
This differential has risen steadily over the course of our first survey in 2010, which showed only a 13%
differential. Conversely, there has been no net change in median female non-lateral compensation levels
over the last 10 years.

EXHIBIT 5.3—TRENDS IN MEDIAN LATERAL AND NON-LATERAL PARTNER COMPENSATION, BY GENDER
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Male partners who make a lateral move also report significantly higher median compensation than those
who have not, earning 22% more in 2018. This percentage differential has remained relatively constant over
the course of our Surveys. Notably, however, unlike female partners, both male laterals and non-laterals have
seen their median compensation levels grow by more than 30% over the last 10 years.

In addition to earning more, female partners who make a lateral move are also consistently more satisfied
with their compensation than female partners who have not.

EXHIBIT 5.4—FEMALE PARTNER SATISFACTION WITH COMPENSATION, BY LATERAL STATUS
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Not All Lateral Partners See a Significant Boost in Compensation—
but Other Benefits Are Evident

Not all partners benefit monetarily from a lateral move. For example, Non-equity partners report little or
no difference in median compensation regardless of whether they have made a lateral move, compared to
lateral equity partners, who have shown consistent increases.

However, a lateral move still seems to have a significant psychological benefit: even Non-equity lateral
partners report much higher satisfaction with their life as an attorney than those whom have never lateralled.
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EXHIBIT 5.5—OVERALL SATISFACTION WITH ATTORNEY LIFE, BY LATERAL STATUS
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Similarly, the research shows a lateral move influences satisfaction levels for both Equity and Non-equity
partners.

EXHIBIT 5.6—LATERAL AND NON-LATERAL PARTNER SATISFACTION, EQUITY AND NON-EQUITY PARTNERS
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While satisfaction with a lateral move isn’t always a given, MLA’s 2020 Lateral Partner Satisfaction Survey
found that 86% of lateral partners are “very” or “somewhat” satisfied with the move they make, and four out
of five would make the same move again with hindsight. The three highest drivers of satisfaction came from:

1. The alignment of reality versus expectations in regard to culture and reputation
2. How effective the new firm is at providing support to incoming laterals

3. How candid a firm is about the opportunities available to the lateral partner

Conclusion

When Major, Lindsey & Africa launched its first Partner Compensation Survey in 2010, we were unsure how
the market would react. After all, you can hardly get more personal than asking law firm partners how much
they make and how much business they generate. We were pleasantly surprised by the legal community’s
reception to our Survey and have been honored to share the results with the industry (at no charge) for these
past ten years, all while maintaining strict confidentiality and anonymity for the respondents. Although it’s
still too early to tell, we suspect that the data from our 2020 Survey (which collects 2019 compensation and
related numbers) will represent the high-water mark for several years to come. But we also know that the
effects of the COVID-19 pandemic could have been much worse. As it turns out, BigLaw is actually pretty
agile, and most firms have been able to adapt more quickly than anyone could have anticipated. We look
forward to sharing our 2020 Survey results later this year.
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