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a team effort
cost recovery

Legal administrators can work with law librarians to target two vital
areas for cost recovery in their firms: billable hours for librarians’
research time and firm-wide costs for online legal research services.

This guide to initiating and benchmarking cost recovery systems in law firms targets two

critical areas: cost recovery of billable hours for librarians’ research time and firm-wide

cost recovery for online legal research services such as LexisNexis, Westlaw, and PACER.

It outlines steps for law firm administrators to consider before embarking on a cost 

recovery program and presents tips for administrators in a variety of situations:

• Where the law firm administrator’s firm has not hired its first librarian, this article 

can serve as a primer on how to inculcate sound cost recovery practices within a

growing firm.

• Where the law firm administrator is fortunate enough to have a librarian (or librarians)

on staff, this article encourages firms to take full advantage of librarians’ research

knowledge, financial and budgeting know-how, business management skills, and 

educational backgrounds to recover justifiable costs.

BY LYN WARMATH AND MONICE M. KACZOROWSKI
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Also, although this article is written principally 

for professionals in firms that lack cost recovery 

programs, administrators in firms with such policies

already in place may benefit from the suggestions

described below to improve, energize, or augment

an ongoing program.

LIBRARIANS AS STRATEGIC ASSETS
Savvy administrators take every advantage of the

financial, management, and research skills that law

librarians bring to their firms. The law firms that do

not currently recover costs for librarians’ research

time and for online services – 23 percent of law

firms surveyed in 2007, according to the American

Bar Association’s (ABA) Legal Technology Survey

Report – are missing opportunities to recognize the

ways that law librarians at other firms contribute to

bolstering their firms’ bottom lines.

Law librarians are among the most educated and

credentialed staff members in law firms. According

to the American Association of Law Libraries, 60.7

percent of law firm librarians hold at least a Master’s

Degree in Library and Information Science, and

another 12.8 percent hold a law degree. In fact,

among all of the law firm administrative positions

described by the ABA in its Essential Formbook,

only the law librarian’s position lists a Master’s

Degree as a requirement.  Yet some administrators

may be surprised to learn that law librarians have

any instruction beyond high school.

Administrators and lawyers don’t hesitate to bill

clients for paralegals’ time. Yet some firms are 

still reluctant to include librarians among billable 

timekeepers, even though those same librarians are

among the firms’ most competent and skilled

researchers. Law librarians often run circles around

practitioners and paralegals in conducting legal

research, whether that research is conducted in 

the books or online, because librarians’ produce

research results that are more timely, cost-effective,

and efficient for a firm’s clients. Why would a firm

not capture those lower costs and pass the savings

along to clients? 

THE RIGHT TIME, AND THE RIGHT
APPROACH
The current economic downturn may actually favor

firms whose attorneys approach clients proactively

with plans that describe how clients will benefit

from downward shifts in billable rates – that is, from

attorneys’ hourly billing rates to librarians’ hourly

billing rates. But note this caveat:  Creating a cost

recovery program and educating researchers are

steps that require careful thought, preparation, and

execution. The most successful cost recovery 

programs are those that achieve the stakeholders’

buy-in and investment before going live.

Librarians most frequently cite preparation and

education as two critical elements in their 

assessments and surveys of successful cost 

recovery systems.  Without proper planning and

thorough briefings for attorneys, cost recovery 

discussions can elicit overwhelming resistance 

from those attorneys unschooled in how to make

such changes acceptable to clients.

Library literature reveals several reasons for the

reluctance in some firms to initiate cost recovery

practices. Chief among those concerns is attorneys’

understandable fears of clients’ objections to new

charges on their bills.  This is where librarians 

with expertise in cost recovery come to the aid of 

practitioners and administrators interested in 

developing or refining cost recovery programs.

Crafting time entries palatable to attorneys and

their clients may be as simple as updating word 

choices on time entries to reflect modern-day realities

in research efficiencies.  If a client has an issue with

billing for “librarian” time, sometimes a simple change

of title on a client’s bill can make a difference in how

the work is perceived.  The use of “researcher,” for

example, in place of “librarian” on time entries and

bills is an easy fix and the logical place to start.
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Savvy administrators take every advantage of the

financial, management, and research skills
that law librarians bring to their firms.
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A CLOSER ANALYSIS
The authors of this article – Lyn Warmath, Director

of Information Resources at Hirschler Fleischer in

Richmond, Virginia; and Monice Kaczorowski,

Director of Library Services at Neal, Gerber &

Eisenberg LLP in Chicago, Illinois, and an expert on

law firm cost recovery programs – took some time

to discuss cost recovery in law libraries, including

success strategies and best practices.

Lyn Warmath: Monice, in your last two positions

with law firms you enthusiastically undertook 

projects to boost your firms’ bottom lines while 

providing the best research results at the best 

prices for your firms’ clients.  What were the 

cultures you encountered in these law firms?  Had

these firms previously tried cost recovery in any

form or to any extent?

Monice Kaczorowski: Both firms had cost recovery

programs in place. I took them to the next level.  I

find it helpful to meet with the firm’s CFO to discuss

firm expectations of cost recovery for online 

sources and library time. If there is a system in place, 

I find out what is working and what is not.  What 

exactly is the firm thinking in terms of reasonable

cost recovery?

One thing I found is that something as simple as

putting in place client matter validation software can

improve cost recovery significantly.  Attorneys 

seldom remember a client matter number when

they sign on to do research.  Rather than enter the

number incorrectly, they usually use a non-billable

number with the intent of reconciling the charges at

a later date. This seldom happens for a number of

reasons – memory lapses or reconciliation notices

are lost in a paper shuffle resulting in lost revenue. 

Using client matter validation allows your users a

way to do client matter look-up at the time the

research is being performed. The number is 

validated before the user can go online.  I have

established a number for new clients awaiting client

matter numbers and numbers for pro bono research

and general non-billable research such as articles

and speeches.  Once implemented, cost recovery

increases and the time it takes to process Lexis 
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CRITICAL QUESTIONS TO ASK
Another fan of cost recovery – LaJean Humphries, Library Manager at Schwabe Williamson & Wyatt in Portland,

Oregon – wrote that, “Law firms frequently lack a centralized focus, policy, or approach to billing for online research.

The partnership may be unaware of billing ‘strategies.’”

In early stages of developing a firm’s cost recovery plans, an administrator and a firm’s top management will want

to answer the following specific questions to nail down those necessary billing strategies:

• What is the firm’s targeted recovery percentage?  The firm’s actual costs, or costs plus a markup?  Be sure to

review the ABA’s Formal Opinion 93-379 on cost recovery.

• Will certain categories such as case law retrieval be exempted?  Will exemptions be made for situations where

online retrieval replaced paper (books)?

• What percentage will be absorbed by the firm as administrative costs?

• Will all clients be billed?  Will all clients be billed equally?  Will the firm allow exceptions for individual clients?

• Who has the authority to write off charges?

• If a client disputes a bill, what happens?

• What will be the policy toward researchers who bill excessively to administrative numbers?

• What level of online training will be required for attorneys, paralegals, and librarians?

0283-08 LM_Oct_08:Layout 1  9/22/08  11:50 AM  Page 28



30 LEGAL MANAGEMENT SEPTEMBER/OCTOBER 2008

and Westlaw bills are cut in half, if not more. Once

cost recovery starts to improve, I have found the

finance department is more than happy to assist in

further recovery efforts. 

LW: What preparations did you undertake before

making the case for cost recovery?

MK: In terms of client matter validation, I worked

with my firm’s finance and MIS departments to

make sure we were putting a client matter validation

tool in place that was compatible with our time and

billing system and could be updated or refreshed by

MIS so that new client matter numbers appeared as

they were assigned. 

Cost recovery is not a library-only issue.

Administrators need to work within a firm’s philosophy

on cost recovery while abiding by the ABA rules for

ethical cost recovery. Librarians are gatekeepers of

online resources and library billables, but the attorney

and firm management make the final decisions on

how to bill their clients and for what services.

I think educating the billing attorney is also an

essential part of cost recovery.  These senior 

partners are not using Lexis and Westlaw and 

performing the research.  All they hear from clients

is that online research is expensive.  Librarians can

explain to attorneys what those online costs really

mean and what the firm is getting for its money.  

If librarians and management have negotiated 

contracts that allow passing on savings to clients,

then billing attorneys should know the discounts

inside and out and be comfortable explaining the

savings to clients.

I monitor write downs on a monthly basis, and I

often stop by a billing partner’s office with the bill 

in hand.  I show actual charges vs. contract charges

and the significant savings we are providing the

clients.  Many times this is all it takes for the 

attorney to start passing on the charges. An attorney

may ask for billing back up so that they too can

show the client exactly the discounts in place.

LW: What was your experience in the early phases

of planning for cost recovery systems?

MK: I think it is very important to get buy-in for 

cost recovery from the firm’s management team.

Otherwise, the administrator and librarian are trying

to recover costs without the necessary support.

When the management committee talks online cost

recovery, the partnership listens.  As a librarian, it

makes it easier to do my job on a monthly basis

when we close at month end.  

Also when I prepare my library’s budget, I have

an expense line for every online database and a

reciprocal line with projected cost recovery.  It puts

the library budget into perspective for management

and lets them know the librarian is thinking ahead

with profit projections for the upcoming year.  I do

this with library billables. I have each of my librarians

prepare annual goals and objectives, and this

includes billables, so that I can project revenue

against my salary line. 

LW: From everything I have read on cost recovery,

several factors are crucial to a successful cost

recovery program.  First are the buy-in, commitment,

and promotion by top management, followed by

clear communications to attorneys about how to

explain cost recovery to clients, followed then by

sustained training programs to keep clients’ costs

down. Any other thoughts?

LEARNMORE
ALA Resources
These titles are available through the ALA Bookstore
at www.alanet.org/bookstore:
• Collecting Your Fee: Getting Paid from Intake to

Invoice, by Edward Poll
• Secrets of the Business of Law: Successful Practices

for Increasing Your Profits, by Edward Poll
• The Essentials of Finance and Accounting for

Nonfinancial Managers, by Edward Fields 

The following article is available in the ALA Management
EncyclopediaSM (ALAME), www.alaencyclopedia.org:
• “A Cost Accounting Tool”

The following article is available in the Publications
section of ALA’s Web site at www.alanet.org/
publications/legalmgmt.aspx:
• “Balance Paid: Avoid Common Mistakes in

Managing Accounts Receivable,” September/
October 2007 issue of Legal Management 

On the Web
• American Bar Association, “Cost Recovery: What’s Fair

Game?” – www.abanet.org/tech/ltrc/publications/
costrecovery1.html
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MK: Administrators and librarians need to be 

proactive and work with a firm’s finance professionals

to make sure everyone is clear on the organization’s

cost recovery goals and where the library fits 

into the process.  Cost recovery is an evolving

process, and I really feel it is up to the librarian to

communicate why cost effective legal research is

important and to work with management to get 

the word out that cost recovery is necessary, 

especially for librarians who intend to run a library

like a business. 

THE BOTTOM LINE
Most law firms and libraries issue mission state-

ments, which may vaguely resemble the substance,

vocabulary and tone of this library’s mission state-

ment: “The mission of the Library at Hirschler

Fleischer is to be the indispensable provider of legal

information, business information and customized

solutions to inspire, enable, promote and enhance

our clients’ best business decisions.” 

Librarians are uniquely qualified to promote their

firms’ missions while at the same time enhancing

their firms’ profitability. They can align their skills

and their libraries’ services with a firm’s business

strategy and mission and support overall strategic

success. �

about the authors

Lyn Warmath is Director of Information Resources

at Hirschler Fleischer in Richmond, Virginia.  Contact 

her at lwarmath@hf-law.com. 

Monice M. Kaczorowski is Director of Library

Services at Neal, Gerber & Eisenberg LLP in

Chicago, Illinois. Contact her at mkaczorowski

@ngelaw.com.

 More Clients.  
   More Time.  
     More Money.

Needles ...®

Unhappy and limited with your current case management 
system?  Still working from paper files?  Looking to work 
better, faster, and more efficiently?  Looking to bill more 
time?  Needles Case Management Software is the answer.  
 
We have unlimited client references and a longstanding 
reputation in the marketplace (more than 20 years!).  We 
invite you to ask the people who are using the program 
every day what THEY think.

“Needles ... it’s vital to our practice ...”

Owings Mills, MD 410.363.1976
www.needles.com

Dedicated Online Clients-Only Section  |  Support  |  Downloads  |  Tips  |  Awards  

Needles®

0283-08 LM_Oct_08:Layout 1  9/22/08  12:09 PM  Page 31



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




