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Dewey & LeBoeuf LLP struggled to pay its partners their sky-high salaries and 
bonuses for many months — possibly even years — before it filed for bankruptcy, 
but experts say Dewey’s fate won’t scare other big law firms into scaling back their 
partner compensation. 
 
The defunct firm, which got the final go-ahead from a bankruptcy judge Wednesday 
to liquidate and repay its creditors, found itself in hot water in the months leading up 
to its May 2012 Chapter 11 filing when its revenues were down, it fell behind on 
payments to lenders and couldn’t give its partners the money they were promised. 
 
The firm’s financial troubles were said to stem from large, long-term financial 
packages Dewey offered to lateral hires that made up for the benefit plans the 
partners would have had at their former firms. The lucrative deals for lateral hires 
forced the firm to also give its homegrown talent added incentive to stay, experts 
said shortly before Dewey’s bankruptcy filing. 
 
And while the country’s largest firms are bringing in more lateral hires as the 
economy drags itself out of a recession, few, if any, are likely to view Dewey’s 
downfall as a cautionary tale when it comes to providing their partners the best 
compensation available — even if they should. 
 
One reason is that leaders at major firms are unlikely to let themselves believe they would ever make the same 
mistakes Dewey leaders made, according to Steven J. Harper, a retired Kirkland & Ellis LLP partner and adjunct 
professor at Northwestern University School of Law. 
 
“Managing partners are convincing themselves that they’re nothing like Dewey and the various problems Dewey 
encountered could not ever happen to them,” Harper said. 
 
And they may largely be correct, experts said. 
 
Though Dewey was certainly not the only major firm offering substantial partner compensation at the time of its 
collapse, the firm’s other debts made its situation unique, Gary Klein of legal search firm Klein Landau & Romm Inc. 
said. 
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The firm was carrying hundreds of millions in debt on top of the high-priced guarantees to partners, according to 
reports released shortly before Dewey’s bankruptcy filing. 
 
In general, firms don't simply rely on an incoming partner’s estimated revenue worth when making budgeting 
decisions, Klein added. They usually consider what revenues the firm is already generating, what their expenses 
look like and what the current financial stability of the firm is so that all partner compensation is based on more 
than what an individual partner makes on an individual book of business, he said. 
 
For that reason, large firms are unlikely to wind up in Dewey’s unfortunate financial position and therefore 
unlikely to feel pressure to lower compensation, he said. 
 
“There are a lot of things that went terribly wrong and large compensation figures were, I guess, the symptom of a 
much bigger, systemic problem,” Klein said. 
 
Though firms probably won’t downsize their partner compensation packages in light of Dewey, experts said firm 
leaders need to consider the institutional well-being of the firm, not just the cash brought in by individual partners. 
 
If partners are only in it for the paycheck, their focus on bringing in revenue for the company will be short-term, 
according to managing partner John Sensiba of Sensiba San Filippo LLP, a Silicon Valley accounting and business 
consulting firm. 
 
“If it’s not a team approach, it doesn’t build enterprise value and doesn’t build sustainable firms,” he said. 
 
The current trend of big law firms hiring lateral partners, which Dewey was doing aggressively before its demise, 
can be detrimental to firms’ institutional fabric, according to Harper. Moreover, he said, the gap between the 
highest paid partners and lowest paid is growing rapidly, creating tensions among partners and posing a threat to 
firms’ long-term sustainability. 
 
Sensiba argued that firms are getting better at realizing when a business plan isn’t going to be sustainable. When a 
recession hits, he said, business leaders generally know that compensation plans and guarantees can’t be 
maintained without the company’s previous growth. And while some aren’t able to adapt and modify their 
compensation offerings when the times change, many are able to make the necessary alterations to keep finances 
sound. 
 
“You can’t spend more money than you have, it’s a pretty simple concept,” he said. 
 
No major law firms appear to be headed down the bankruptcy path in the immediate future, but Dewey denied for 
a long time in both the media and, reportedly, to its own attorneys, that it was headed for a financial disaster. So 
while firm leaders may be feeling confident enough to keep their partners’ salaries and bonuses at the highest 
levels now, Harper says they shouldn’t get too comfortable. 
 
“My personal view is there’s been big firm failures of one kind or the other for the last three or four years, and I 
don’t think that’s going to stop,” he said. 
 
 
 


