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Our local bar is still trying to understand and deal with the dissolu-
tion in March of WolfBlock, a 300-lawyer law firm with a 100-
year history. I worked my second year summer at WolfBlock in 
1970, and I was awed at that time by the quality and charisma of 
many of the partners there. Although the current economic crunch 
certainly contributed to the firm’s demise, my guess is that busi-
ness decisions made five, 10 and 20 years ago were also a factor. 

The Long View 

I have seen these economic shifts before in my 38 years practic-
ing law. I started as a securities and corporate lawyer when I went 
into private practice in 1972. This practice went south after the 
oil shock of 1973 brought public offerings practically to a stop 
by 1974. Based on client requests and some limited experience, 
I added real estate and litigation to my areas of practice to keep 
myself occupied. Another crisis developed at the end of 1979, with 
interest rates approaching 20 percent in early 1980. I remember 
my telephone stopped ringing in December 1979, and I took an 
extended vacation because I had nothing else to do.  

But then came the go-go 1980s. Merger and acquisition activity in-

creased, and many creative (and beyond “creative”) tax deals were 
done to take advantage of the desire of high-income individuals 
to protect income with highly leveraged aggressive tax shelters.  
This boom in real estate tax shelter deals gave me the opportunity 
to expand my commercial real estate practice by representing real 
estate syndication clients. After the passage of the new tax code in 
1986, the tax shelter business died and property values collapsed. 
Many financial institutions failed when the bottom fell out of the 
real estate market because they cashed in on this boom by financ-
ing over-valued properties and unneeded new construction.  

With my real estate practice virtually at a standstill, I developed a 
work-out practice representing real estate loan borrowers. The line 
I remember from the late 80s was “stay alive until 95,” based on 
the belief of real estate professionals that prices would rebound, 
and the real estate market would revive by 1995.  

Next came the Internet boom in the late 1990s. Having been a 
computer hobbyist, I again retooled. I became a software licensing 
and Internet lawyer, assisting emerging tech businesses and their 
founders. The tech bubble burst in early 2001, and tech law busi-
ness fell off dramatically.  

A s we attempt to sustain and adapt our practices in 
these uncertain economic times, we sometimes be-
come more than just observers but unlucky and unwill-

ing participants. No matter where we stand, however, there is 
no question the unstable and declining economy has greatly 
affected many lawyers and law firms.
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After 2002, the economy again recovered. Word on the street was 
that the millions of baby boomers putting away for retirement were 
fueling a massive investment boom. At the same time, the gov-
ernment continued to promote homeownership, and mortgages 
became available on amazingly favorable terms. Money again 
poured into residential and commercial real estate based on cheap 
and readily available financing.  

This brings us up to date, as the financial world discovers once 
more that real estate values cannot rise at a 10 percent per annum 
rate indefinitely. Every boom has its bust. Unfortunately, this bust 
looks bad. Financial institutions bet big on mortgage and asset-
backed securities. Sophisticated financial instruments permitted 
some institutions to leverage these bets to try to gain additional 
income. The bets were believed to be low risk because of the exis-
tence of a form of credit insurance from large and well-respected 
financial companies. When these securities began to experience 
defaults, it became apparent that the credit insurers did not have 
sufficient assets to handle the insured risk, and the institutions that 
had made the bets faced massive losses. Major investment houses 
like Bear Stearns and Lehman fell like dominoes.    

The shock of major investment houses failing, coupled with the 
lack of credit, brought most new business development and expan-
sion to a stop, leading to a loss of consumer confidence. With the 
evaporation of trillions of dollars of paper net worth in consumers’ 
homes and investments and the fall off in demand for consumer 
goods, companies have instituted massive layoffs of employees. 
The constriction of credit and drop in business activity has caused 
major declines in law firms’ transactional practices, and their bank 
and real estate financing work. This ratchet has continued to push 
the economy downward toward the floor – that level of employment 
and economic activity necessary to sustain the basic infrastructure 
and services necessary for the functioning of our economy (food, 
shelter, healthcare, government services, etc.) The Obama admin-
istration’s moves to stabilize the financial system and stimulate the 
economy with massive spending may break the economy’s fall but 
long-term effects, including the effects of a burdensome level of 
government debt, prospective inflation and market structural insta-
bility, are unknown. 

Lawyers who depend on corporate, real estate and financing trans-
actional work are likely to continue to suffer until the economy 
begins to recover. Many younger and new lawyers have been laid 
off or told to report to new jobs on a deferred basis. Starting sala-
ries and pay scales are falling. Clients are looking for ways to avoid 
additional legal costs or at least cut them. Collections have become 
more difficult. This is the most challenging business environment 
law firms have faced in many years. But not all is doom and gloom. 
Lawyers are always needed in times of disruptive change. The 
bankruptcy and insolvency practice, dormant until the end of last 
year, is rebounding. New and complex government spending pro-
grams and financial regulation will require lawyering and occupy 
many lawyers for the foreseeable future.  
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A Checklist for Turbulent Times

What can lawyers and law firms do? 
To maintain viability, it is impera-

tive that we manage our practices 
and firms to minimize downside risk. 

The action items listed below are not 
original but worthy of collection as a 

checklist, such as we use to 
 approach a new legal matter:

1.  Cut expenses. Any insolvency lawyer will counsel a client in financial distress first to cut costs. Law firms 
have been doing this recently with a passion – laying off employees, closing offices, and taking other steps to reduce 
overhead. Every firm should be analyzing its legacy costs and trying to find ways to eliminate or reduce them. The 
caveat here is that our law practices are about client service. If you cut too much, you may adversely affect your abil-
ity to maintain relationships with current important clients, and to be able to capitalize upon new business when the 
economy improves. A lower number of billers represent a saving on payroll, but that fixed overhead will be spread 
over fewer bodies. This could have the opposite effect from what you want to accomplish – if a lawyer’s collections 
more than covers his or her payroll and benefits, then that lawyer is carrying part of the firm’s overhead. If there is 
little or no marginal savings on overhead by letting the lawyer go, the loss of the attorney will reduce firm income be-
cause all of the other lawyers and billing persons at the firm will have to carry a higher rate of overhead per person.

 
2.  Don’t borrow to pay the owners. If you use the bank as a means to avoid tightening your belt, or 

escaping the torment of advising your partners or associates that they will earn less, you are setting yourself up for a 
later fall.  Excessive debt eventually derails any business. Use additional borrowing only for investments to advance 
client service and then only when no other funding is available.

3.  Maintain a large capital base. All businesses need capital to operate. If you defer current income and 
build up a capital base in your practice or firm, when you face a fall-off in revenues or an unexpected expense or 
investment opportunity, you will have the necessary resources to deal with that problem. If you pull all or most of 
your income out of the business, you are left in the precarious position of needing to borrow when credit is tight or 
non-existent, personally guaranteeing that debt and potentially defaulting.

4.  Hire and use a good managerial accountant. Those who do not know the present are doomed 
to make bad decisions. To understand your law practice, you need to analyze and understand your income and ex-
penses. Which attorneys, practice areas and clients contribute the most to your income? The least? How do your 
expenses for staff, space, etc., compare with other firms? If you are out of synch with other firms, why is this so?

5.  Match income and performance. To some extent, most of us see ourselves as measured for our 
self-worth in terms of how much we are paid. Any reduction in compensation is seen as a personal slight, and we 
try to look for any imagined or real unfairness in the compensation paid to other lawyers in the firm to justify our 
feeling of being wronged. Added to this is the uncomfortable fact that we have to face each other every day at work. 
The pressure of this political reality causes many compensation committees and firm managements to abdicate their 
responsibility to the enterprise, and to avoid the hard decisions by trying to make everyone happy. To make everyone 



24   the philadelphia lawyer   summer 2009

happy, the salaries of those who had good years go up, and those who had bad years remain stagnant. This may 
work when the pie is expanding; it does not work when profits are falling. Firm management has to make the tough 
decisions and reduce the income of those who are less productive (or disappoint those who have their own unique 
way of keeping score). This should not be just a numbers game, but based on an evaluation of both objective and 
subjective factors that make an attorney productive in a law firm.

 
6.  Create and maintain a strong firm culture. If lawyers do not believe in the value of the 

enterprise and standing together, they will leave at the first opportunity. The loss of key attorneys in a firm will 
undermine the firm’s service to its clients, its reputation and its economic base. A strong culture means that firm 
management communicates with attorneys, shares financial information with them and keeps them informed of 
important decisions and events, encouraging them to contribute new ideas. It also means that attorneys do not take 
out personal frustrations or anxiety on those below them or hoard work. These attributes usually exist only where 
those in management are trusted, fair and do not pick or play favorites. Without a strong culture, when financial 
pressure arises, people will head for the exits, rather than standing together.

7.  Improve service to clients. Our business is client service. In an economic downturn, the service 
element, and responsiveness to clients, becomes critical.  Lawyers should use the reduced time pressure to con-
centrate on client needs. Lack of responsiveness is a major client complaint about counsel. With extra time avail-
able, there is no excuse for delaying getting out work product to clients, and responding when they contact you. 
You should make sure you are technologically up to date, so that you can stay in touch with and respond quickly 
to client requests. Also be prepared to offer innovative billing methods to reflect your willingness to meet your 
clients’ needs.

8.  Keep marketing. Reducing marketing expenses in a recession is a false saving. It is a basic truth that when 
you advertise and market, sales rise. If you have more free time because of less work, use the time to reconnect with 
old clients, school and business contacts, other attorneys and friends. This is your opportunity to show interest in 
these people and let them know you are still out there practicing law. The next time they think of hiring or recom-
mending a lawyer, there is a much greater chance they will think of you.  

9.  Expand your capabilities. Does your firm have the resources and competencies to serve all the needs of 
your important clients? If not, is there any prospect that you could add to your own skills, or your firm could add to 
its practice areas, so that your ability to provide client service and to offer more of a full service firm to your clients 
is enhanced? Assuming you have the capital for investment, a down economy is the best time to look for productive 
attorneys and paralegals who can enhance your firm’s practice base and provide better client service.    

10.  Use your free time effectively. As noted above, with less work there is more time to network 
and market. This time also can be used to become knowledgeable in a new area of law, and to mentor associates 
or others who work with you. This also may be an opportune time to increase your visibility and knowledge by 
teaching a course or writing an article in your practice area, or to become engaged in public or community activi-
ties. If you are passionate about something, pursue it.

For most of us, the current economic crisis is neither the first challenge nor the last we will face in our careers. Our 
services and skills are greatly needed to help shape the new regulatory structure now emerging and to assist our clients 
in dealing both with the present financial crisis and the new economic structure beyond.

Stephen M. Foxman (sfoxman@eckertseamens.com), a partner with Eckert Seamans Cherin & Mellott, LLC, is former 
chair of the Philadelphia Bar Association’s Business Law Section. 
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