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by the membership along with District Representatives, 
Delegates and one Alternate Delegate to the NYSBA 
House of Delegates.

In addition, the winners of the 2011 BMI/Phil Cowan 
Memorial Scholarship competition were announced. 
EASL holds this writing competition on a yearly basis, 
and it is open to law students of accredited laws schools 
within New York State and Rutgers University Law 
School, Seton Hall Law School, and up to 10 other se-
lected accredited law schools throughout the country on 
a rotating basis. Each year this competition grows, and 
we are continuously impressed with law student submis-
sions. This year the scholarship submissions were espe-
cially outstanding and contemporary, and the winners 
Patrick Siler, St. John’s University School of Law (“The 
Gershwins’ Porgy and Bess: A Case Study of Racial Dis-
crimination in Theatrical Casting,”see p. 44) and Eric C. 
Schonberg, New York Law School (“One Continent, One 
Sport…One Channel? The Premier League Decision and 
the Future of Sports Broadcast Licensing in Europe,”see 
p. 97), each received a scholarship of $2,500. Both papers 
are published in this edition of the EASL Journal, and I am 
confi dent you will enjoy reading them. Many thanks go 
to our Scholarship Committee Co-Chairs, Judith Bresler, 
Hon. Barbara Jaffe, and Gary Roth for organizing this 
wonderful opportunity for law students, and to the mem-
bers of the Committee for their participation in judging 
the papers.

In addition to the BMI/Phil Cowan Memorial Schol-
arship competition, our EASL Journal acknowledges law 
student articles on a regular basis through its Law Stu-
dent Initiative (LSI). Law students who are EASL mem-
bers may submit articles based on entertainment, arts 
and/or sport law topics. Please see page 16 for submis-
sion requirements.

The past two years have been years of brilliant expan-
sion for our Section. Under the exemplary leadership 
of our Immediate Past Chair Judith Prowda, we have 
gained so much: our membership has been energized, 
our Diversity Committee endeavors have been recog-
nized by NYSBA, and several new committees have 
been established, including an International Committee, 
giving EASL a global presence. There are just a few of the 
accomplishments of Judith’s tenure, and, as a result, our 
outreach is broader and brighter than ever.

On the horizon, we have some fabulous programs 
in store for the coming months. Confi rmed programs 
include a fi rst-ever, two-day seminar in conjunction with 
the Commercial Theatre Institute. EASL’s Theatre and 
Performing Arts Committee Co-Chairs Jason Baruch and 
Diane Krausz organized a program entitled Legal Aspects 

I am honored to be serving 
as Chair of the Entertainment, 
Arts and Sports Law Section 
for 2012–2014. Our member-
ship now exceeds 2,000, a 
milestone for EASL, and I am 
confi dent that it will continue 
to grow in number and excel-
lence in programming as we 
continue to break new ground 
in the areas of diversity, pro-
gram integrity, and interna-
tional initiatives.

Our year in EASL is off to a fabulous start. The EASL 
Program during the January 2012 NYSBA Annual Meet-
ing in Manhattan had a record number of attendees, due 
in no small part to our stellar Program Co-Chairs Judith 
Bass, Ethan Bordman, Diane Krausz, and Carol Steinberg. 
The two-part program focused on Literary Publishing 
(E-books, and New Models of Publishing) and Trending 
Topics in Licensing and Branding. The programs were 
informative, timely, thought-provoking, ground-breaking 
and well received (see p. 52 for the full transcript of the 
Annual Meeting). Post program, many of us walked a 
short distance over to the EASL Cocktail Reception held 
at the exquisite offi ces of UBS, where we were entertained 
by the delightful music of Karl Kramer (keyboard and 
horn) and Larry Goldman (bass). We also enjoyed a tour 
of the UBS Art Collection, a unique opportunity arranged 
by our Immediate Past Chair Judith Prowda in concert 
with our Program Co-Chairs. To our UBS hosts, Richard 
Grassey, Kristine Flyntz and Nora Reitemeyer, we offer 
sincere thanks and appreciation for the memorable occa-
sion. As if the evening could not get any better, on behalf 
of EASL, Judith Prowda presented the EASL Award for 
exemplary efforts in promoting the arts, entertainment, 
or sports in New York, to Mayor Michael R. Bloomberg 
(see p. 19 for Judith’s speech). The Mayor has, among 
other things, greatly enhanced the ability to create in New 
York on many fronts, allowing New York to be fertile 
ground for innovation, art, and entertainment. Accepting 
on the Mayor’s behalf was Corporation Counsel Michael 
Cardozo, who has many great achievements of his own. 
Gracious and heartwarming, Mr. Cardozo’s words of ac-
ceptance were appreciated by all in attendance.

The business portion of the day began with the EASL 
Section Meeting where a by-laws amendment was passed 
expanding the number of offi cers by two, namely Sec-
ond Vice-Chair and Assistant Treasurer, and adjusting 
language regarding election of delegates and alternate 
delegates to the NYSBA House of Delegates. With this 
adjustment in the by-laws, Section Offi cers were elected 
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completing the EASL Diversity Mentor/Mentee Ques-
tionnaire available on our website and the EASL Blog. 
Additionally, our Diversity Committee continues to plan 
programs with other diverse bar associations, which are 
always of great interest to all of our members.

Finally, EASL has gone international! Our Immediate 
Past Chair, Judith Prowda, has had the foresight of estab-
lishing an International Committee within the EASL Sec-
tion—our fi rst with cross-border co-chairs. We welcome 
Co-Chair Eric J. Stenshoel, of Curtis Mallet-Prevost Colt 
& Mosle, LLP, who practices in Manhattan, and Co-Chair 
Brian D. Wynn, of Gardiner Roberts LLP, who practices in 
Toronto, Ontario, Canada. We are delighted to expand our 
horizons with this new Committee and look forward to 
some interesting, and perhaps international, events.

There is much ahead this year for EASL, and as we all 
know it could not happen without a dedicated team of in-
spiring offi cers. I am most pleased to report that we have 
assembled quite the cast for EASL: First Vice-Chair—
Stephen B. Rodner, Second Vice-Chair—Diane F. Krausz, 
Secretary—Pamela Cathlyn Jones, Treasurer—Jason P. 
Baruch, Assistant Secretary—Jay Kogan, and Assistant 
Treasurer—Carol J. Steinberg. Each offi cer is an Executive 
Committee stalwart, active program co-chair and pre-
senter, and genuine trooper. My sincere thanks and appre-
ciation to each of them for agreeing to serve EASL in this 
important capacity.

Our Committee Chairs and Co-Chairs never cease to 
amaze us with their innovative programs and initiatives. 
Our sincere thanks to them for their continued creativity, 
forward-thinking, and generous giving of their time.

In Albany, EASL is fortunate to have select folks 
whose invaluable efforts and guidance allow us to realize 
our programs, events, publications, communications, and 
all the things that make EASL work. With great appre-
ciation, I look forward to working with Beth Gould, our 
Section Liaison, Tiffany Bardwell, our immediate past 
Section Liaison, and past Section Liaison extraordinaire 
Dan McMahon in Publications.

Lastly, I wish to thank our Immediate Past Chair, 
Judith Prowda, for her wisdom, grace and candor. She is 
a leader who has broadened the scope of EASL through 
diversity of thought and person, which will endure. She 
has left quite the high pair of heels to fi ll. I treasure her 
friendship and guidance, and look forward to her contin-
ued contribution in shaping the evolution of EASL.

I am eager to meet with many of you at EASL events 
this spring. I hope that you will enjoy and contribute to 
our engaging and enlightening Blog and Journal, and I 
encourage each of you to be an active part of EASL.

Rosemarie Tully

of Producing: An Inside Approach to Navigating the Theatrical 
World, which took place over the evenings of April 11th 
and 12th in Manhattan. This innovative program started 
with the basics and evolved to mock negotiations on day 
two. In May, the Co-Chairs of the Motion Pictures Com-
mittee (Mary Ann Zimmer and Steve Rodner) and the Co-
Chairs of the Television and Radio Committee (Pamela 
Cathlyn Jones and Barry Skidelsky) have teamed up once 
again for their annual CLE luncheon with Stan Soocher, 
who will be presenting recent developments in the law. In 
June, look for a repeat of our Membership Wine Tasting 
Dinner. Last June a number of our members gathered 
for an exceptional and informal evening of wine tasting, 
dining and lively conversation at a select restaurant in 
Manhattan, organized by Membership Co-Chair Jessica 
Thaler. We look forward to doing this again in June and 
hope you will join us. Also in June, three EASL Commit-
tees have combined their efforts to offer a program that 
spans several disciplines. On June 14th, the Music and 
Recording Industry Committee (Christine Pepe—Chair), 
Television and Radio Committee (Pamela Cathlyn Jones 
and Barry Skidelsky—Co-Chairs) and the Motion Pictures 
Committee (Mary Ann Zimmer and Steve Rodner—Co-
Chairs) will be presenting Licensing Music for Film and 
Television: A survey of existing and emerging business models, 
relevant statutory and case law, and the technology driving it 
all. 

By the time you read this, other outstanding EASL 
programs will have taken place, such as On the Heels 
of the Week: Fashion Law Trends Debated, on March 1st, 
another fi rst-of-its-kind program examining fashion law 
and the industry organized by Fashion Law Committee 
Co-Chairs David H. Faux and Cathy A. Mitchell. EASL 
will also have co-sponsored the Fordham Law Sympo-
sium at Fordham Law School on March 31st, an annual 
event offering major-league perspectives on signifi cant 
issues confronting major-league sports. This year EASL’s 
Sports Committee Co-Chair Matthew Pace coordinated 
the program with Fordham Law School. With a myriad 
of programs scheduled and in the works, EASL members 
will have many interesting options from which to choose.

On the Diversity stage, EASL is again at the forefront. 
Our Diversity Committee, Co-Chaired by Anne Atkinson 
and Cheryl Davis, with integral systems assistance from 
Irina Tarsis, has created a Mentor/Mentee program which 
will offer seasoned and junior lawyers the opportunity to 
interact on a regular, one-to-one, volunteer basis. Created 
by Elissa Hecker and Cheryl Davis, this program will 
allow Mentees (junior lawyers, lawyers in transition and 
law students) to benefi t from the knowledge and guid-
ance of volunteer Mentors (seasoned attorneys) who have 
agreed to offer at least an hour of their time per month to 
guide their assigned Mentee throughout the year. Please 
consider signing up for this valuable opportunity by 
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EASL Blog, Editor of Enter-
tainment Litigation and Coun-
seling Content Providers in the 
Digital Age, a frequent author, 
lecturer and panelist, a mem-
ber of the Board of Editors 
for the NYSBA Bar Journal, 
Advisory Committee Member 
for Dance/NYC, a member of 
the Copyright Society of the 
U.S.A (CSUSA), a member of 
the Board of Editors for the 
Journal of the CSUSA and Edi-
tor of the CSUSA Newsletter. Elissa is a 2011 Super Law-
yers Rising Star, the recipient of the CSUSA’s fi rst ever 
Excellent Service Award and recipient of the New York 
State Bar Association’s 2005 Outstanding Young Lawyer 
Award. She can be reached at (914) 478-0457, via email 
at: EHeckerEsq@yahoo.com or through her website at 
EHECKERESQ.com. 

Happy Spring! I am pleased to provide you with an 
issue replete with interesting, timely and well written ar-
ticles. In addition, for those of you who could not attend 
the Annual Meeting, the transcript is enclosed.

As always, I look forward to hearing from you, either 
via feedback to articles, or with submissions.

Elissa

The next EASL Journal deadline is
Friday, May 25th.

Elissa D. Hecker practices in the fi elds of copyright, 
trademark and business law. Her clients encompass 
a large spectrum of the entertainment and corporate 
worlds. In addition to her private practice, Elissa is a 
Past Chair of the EASL Section. She is also Co-Chair 
and creator of EASL’s Pro Bono Committee, Editor of the 

Editor’s Note

The Blog provides a 
Forum and News Source 
on Issues of Interest

The blog acts as a new 
informational resource on topics 
of interest, including the latest 
Section programs and initiatives, as 
well as provides a forum for debate 
and discussion to anyone in the 
world with access to the Internet. It 
is available through the New York 
State Bar Association Web site at

http://nysbar.com/blogs/EASL

Entertainment, Arts 
and Sports Law 
Section Blog 
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• one credit is given for each hour of research or writ-
ing, up to a maximum of 12 credits;

• a maximum of 12 credit hours may be earned for 
writing in any one reporting cycle;

• articles written for general circulation, newspapers 
and magazines directed at nonlawyer audiences do 
not qualify for credit;

• only writings published or accepted for publication 
after January 1, 1998 can be used to earn credits;

• credit (a maximum of 12) can be earned for updates 
and revisions of materials previously granted credit 
within any one reporting cycle;

• no credit can be earned for editing such writings;

• allocation of credit for jointly authored publica-
tions shall be divided between or among the joint 
authors to refl ect the proportional effort devoted to 
the research or writing of the publication;

• only attorneys admitted more than 24 months may 
earn credits for writing.

In order to receive credit, the applicant must send 
a copy of the writing to the New York State Continu-
ing Legal Education Board, 25 Beaver Street, 8th Floor, 
New York, NY 10004. A completed application should 
be sent with the materials (the application form can be 
downloaded from the Unifi ed Court System’s Web site, 
at this address: www.courts.state.ny.us/mcle.htm (click 
on “Publication Credit Application” near the bottom of 
the page)). After review of the application and materials, 
the Board will notify the applicant by fi rst-class mail of its 
decision and the number of credits earned.

Under New York’s Mandatory CLE Rule, MCLE 
credits may be earned for legal research-based writing, 
directed to an attorney audience. This might take the 
form of an article for a periodical, or work on a book. The 
applicable portion of the MCLE Rule, at Part 1500.22(h), 
states:

Credit may be earned for legal research-based 
writing upon application to the CLE Board, 
provided the activity (i) produced material 
published or to be published in the form of 
an article, chapter or book written, in whole 
or in substantial part, by the applicant, and 
(ii) contributed substantially to the continu-
ing legal education of the applicant and other 
attorneys. Authorship of articles for general 
circulation, newspapers or magazines directed 
to a non-lawyer audience does not qualify 
for CLE credit. Allocation of credit of jointly 
authored publications should be divided 
between or among the joint authors to refl ect 
the proportional effort devoted to the research 
and writing of the publication.

Further explanation of this portion of the rule is pro-
vided in the regulations and guidelines that pertain to the 
rule. At section 3.c.9 of those regulations and guidelines, 
one fi nds the specifi c criteria and procedure for earning 
credits for writing. In brief, they are as follows:

• The writing must be such that it contributes sub-
stantially to the continuing legal education of the 
author and other attorneys;

• it must be published or accepted for publication;

• it must have been written in whole or in substantial 
part by the applicant;

NYSBA Guidelines for Obtaining MCLE Credit for Writing

VVisit us on the Web at www.nysba.org/easlisit us on the Web at www.nysba.org/easl

ENTERTAINMENT, ARTS AND SPORTS LAW SECTIONENTERTAINMENT, ARTS AND SPORTS LAW SECTION
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The overwhelming feedback was posi-
tive, and we are planning another Clinic 
with NYFA May 15th. By the time you 
read this you will have already received 
information about how to volunteer, by 
e-mailing Elissa Hecker at eheckeresq@
yahoo.com. As always, we were able to 
match newly admitted attorneys, attorneys 
in transition and law students with more 
senior attorneys for all of the clients, with 

great results. The Pro Bono Steering Committee also con-
tinues to work closely with the Mentor Program of the 
Diversity Committee.

NYFA BUILD 
Program

Last year EASL’s 
Pro Bono Steering 
Committee partnered 
with NYFA to present 
a day-long program on 
“Legal Issues Facing 
the Dance Commu-
nity” to recipients of
NYFA’s BUILD pro-
gram (BUILD is a grant 
program to help dance 
companies become 

Pro Bono Steering Committee: 

Clinics: Elissa D. Hecker,   
 Kathy Kim

Speakers’ Bureau: Carol Steinberg

NYFA: Elissa D. Hecker,   
 Carol Steinberg

Litigations: Irina Tarsis

Clinics 

In November we 
had a highly success-
ful Clinic with the 
New York Foundation 
for the Arts (NYFA), 
where many volun-
teers from the EASL 
and IP Sections helped 
a variety of clients. 

Thank you to 
these volunteers:

Joana Aggrey
Nicole Baffi 
Kellyn Bergstrand
Lisa Brandquist
Robert A. Celestin
Jennifer Chen Tran
Greg DePaul
Carol S. Desmond
Joe DiCioccio
Dana Hall
Elissa D. Hecker
Pippa Loengard
David Leyden
James R. Major

Erika Maurice
Melissa Morales
Madeleine M. Nichols
Jenna Norys
Henry Park
Bret Parker
Andrew Rausa
Maysa Razavi
Jennifer Newman Sharpe
Zak Shusterman
Brooke Smarsh 
Innes Smolansky
Jo-Na A. Williams

Pro Bono Update
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The panelists gave 
an overview of the law 
and how it affects the 
day to day operation 
of dance companies, 
such as paying danc-
ers as “employees” or 
independent contrac-
tors, how to deter-
mine if someone is 
an employee or inde-
pendent contractor, 
the consequences of 
treating someone as an 
independent contrac-
tor who is actually an 
employee, and what it 
costs to have a salaried 
employee.

The panel also addressed other insurance issues, such 
as liability insurance and renting rehearsal and perfor-
mance space. In addition, the panelists discussed licens-
ing music, the copyrights involved, licensing information, 
and contracts for commissioning music. 

more entrepreneur-
ial and to strengthen 
their administrative 
capacities).

Our program was 
very well received, 
and the dancers want-
ed more. So this year 
we again partnered 
with NYFA to present 
a panel on legal issues, 
which spearheaded 
another day long pro-
gram for the BUILD 
recipients. EASL’s Carol Steinberg and NYFA’s Peter 
Cobb created the panel, which was called “Dancing In 
Step with New York Law.”

The panelists were Sheafe Walker, Esq. (an EASL 
member) and Emily Gray, an insurance expert and 
dancer from Fractured Atlas, and was moderated with 
great humor and wit by Diane Krausz, EASL’s First 
Vice-President.

Since a common concern is dancers who get injured, 
the BUILD recipients wanted information about handling 
worker’s compensation issues. 
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Barry Werbin, Co-Chair 

SCHOLARSHIP
Judith A. Bresler, Co-Chair 

Jason P. Baruch, Co-Chair 
Diane F. Krausz, Co-Chair 

YOUNG ENTERTAINMENT 
LAWYERS

Kathy Kim, Co-Chair 
Carol J. Steinberg, Co-Chair 

PROGRAMS
Ethan Yale Bordman, Co-Chair 

Diane F. Krausz, Co-Chair 
PUBLICATIONS

Gary F. Roth, Co-Chair 
SPORTS

Ayala Deutsch, Co-Chair 
Matthew Pace, Co-Chair 
Kathleen J. Wu, Co-Chair 
TELEVISION & RADIO 

Ezgi Kaya, Co-Chair
MEMBER-AT-LARGE

Alan J. Hartnick 
Leonard Orkin 
Neil J. Rosini

Elissa D. Hecker Pamela C. Jones, Co-Chair 
Barry D. Skidelsky, Co-Chair  

January 6, 2012 

Dear President Doyle, 

The Entertainment, Arts and Sports Law (EASL) Section hopes to foster diversity 
in its many forms in both our Section and the legal profession in general, by, 
among other things, seeking to make our Section a welcoming, inclusive and 
collegial group for all of our members, and increasing opportunities for interaction 
among all persons.  We enthusiastically support your Diversity Challenge. 

I am thrilled to report on the efforts of EASL thus far.  Summarized below are the 
goals we set for ourselves and their status.  Our Diversity Challenge Committee, 
which has met nine times since last September, is comprised of our Diversity 
Committee co-chairs, Anne S. Atkinson and Cheryl L. Davis, along with Rakhi 
Bahadkar, Rich Boyd, Nyasha Foy, Elissa Hecker, Asia Sanders, Jessica Thaler, 
Rob Thony, Rosemarie Tully, and myself.  We are very pleased that our 
Committee includes not only members of EASL’s Executive Committee but also 
members of the Section. 

1. Holding at Least Two Joint CLE Events with Minority Bar Associations 
followed by networking/member appreciation receptions, subject to budget.  This 
effort is being led by Rich Boyd and Rob Thony.

Last November, we held a joint CLE program with the Black Entertainment and 
Sports Lawyers Association (BESLA) and the Entertainment and Sports Law 
Committee of the Metropolitan Black Bar Association (MBBA) at New York Law 
School, preceded (and briefly followed) by networking over cookies and coffee.
The program, “From Pitch to Pilot ” featured lively, informative industry panelists 
in a mock negotiation regarding a reality television program’s development.  The 
CLE program was fully subscribed, and engendered vigorous audience 
participation as well as wonderful feedback by all the attendees.  We owe our 
sincere and hearty congratulations to Rich and Rob, as well as to our Law Student 
Liaison Nyasha Foy, who participated in the panel and helped with logistics.  

We are in the early planning stages for a second CLE on a sports-labor topic, 
tentatively to be held in the first week of March 2012.  We are investigating other 
diverse bar associations with existing sports law committees and potential 
speakers, in addition to BESLA and MBBA. 

ENTERTAINMENT, ARTS AND SPORTS LAW SECTION 
2010-2012 Executive Committee 

N E W  Y O R K  S T A T E  B A R  A S S O C I A T I O N
One Elk Street, Albany, New York 12207  •  518.463.3200  •  www.nysba.org
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2. Establishing a Mentoring Program for diverse 2L law students, new lawyers, lawyers in 
transition and/or those who wish to shift areas of practice to entertainment, arts or sports law.
This project is headed by Cheryl Davis and Elissa Hecker.   

The mentoring program will be for one year and consist of career advice.  This initiative will 
require (i) recruiting EASL members willing to mentor by providing a minimum of one hour per 
month to meet with mentees and be available for a reasonable number of telephone and email 
meetings, (ii) recruiting a manageable number of mentees, and (iii) tracking the progress of the 
program from time to time.  The mentors will be requested to volunteer a minimum of one hour 
per month of contact with the mentee, w i h can be over coffee, e-mail, or telephone, whichever 
works best for the mentor/mentee.  If the mentor/mentee wish to continue the relationship after 
one year, they may do so on an informal basis. 

Potential mentors will be solicited from the Executive Committee, and the various Committee 
Chairs will be requested to reach out to their members as well.  Elissa will also prepare an ad for 
the EASL Journal seeking mentors/mentees early this year, and we hope to have a similar one at 
the end of the year congratulating the participants.   

Elissa and Cheryl have prepared a questionnaire to match mentors and mentees, and once the 
match has been made, will check on progress on a quarterly basis.  At the end of the first year 
we will ask to participants evaluate the program and see how to improve it in the future.  We 
also hope to have a celebratory cocktail party to mark this milestone. 

3. Establishing a Pro Bono Assistance/Mentoring Program.  This program, led by Rich 
Boyd and Rob Thony, will function much like the mentoring program, but for admitted 
attorneys.  This initiative will require (i) coordinating with the EASL Pro Bono Committee (in 
particular, with Pro Bono Committee Co-Chair, Elissa Hecker), (ii) recruiting EASL members 
willing to act as a resource for the newer attorneys who are handling the pro bono matters (in 
conjunction with the Pro Bono Committee), (iii) recruiting the newer diverse attorneys, and (iv) 
coordinating the above.  Each matter must be pre-approved by both attorneys handling it before 
it is taken on. 

One of the features of this program is to allow new attorneys to sit in on the counseling sessions.
We will also seek resource support from Practicing Attorneys for Law Students (PALS), Lynn 
Gonzales of the Black Women Entertainment Lawyers (BWEL), as well as MBBA and 
BESLA, which have resources that are already devoted to a program similar to ours.  Rich and 
Rob will also coordinate with Jessica, who is Co-Chair of the Lawyers in Transition Committee.
Because EASL’s malpractice insurance policy covers only the pro-bono clinic format, these on-
going matters will not be covered and the participants will be advised to have their own 
insurance policy. 

4. Working with the PGA East Veterans Initiative by providing speakers, and 
representatives for roundtable discussions.  This initiative is being led by Rosemarie Tully. 

Rosemarie has reached out to PGA East Veterans Initiative to explore EASL’s support and 
assistance with program speakers and roundtable events.  Recently, Rosemarie met with Rachel 
Watanabe-Batton, Chair of the Diversity Committee of the Producers Guild of America East 
(“PGA East”), and it was agreed that Rosemarie and Rachel would explore opportunities for 
EASL and PGA East to work together on the initiative where appropriate.  Since this initiative 
may take time to develop, we are exploring other options as well in the interim. 
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At the suggestion of Pat Wood, Rosemarie will explore how we might work with the NYSBA 
Committee on Veterans and plans to attend one of that committee’s programs at the NYSBA 
Annual Meeting.  One idea is to see if there is a fit for veterans with the mentorship programs.  

I appreciate the opportunity to lead the EASL Section in the Diversity Challenge.  I am proud of 
what we have accomplished in so short a time, thanks to our amazing Diversity Challenge 
Team.  We look forward to continuing to work with you and everyone at NYSBA to build a 
more diverse community of leaders in the legal profession.  

See you at the Annual Meeting. 

     All best wishes for the New Year, 

 Judith B. Prowda 
 Chair 
      Entertainment, Arts and Sports Law Section 

 cc.:   Rosemarie Tully, Esq. 
   Anne S. Atkinson, Esq. 
  Cheryl L. Davis, Esq. 
  Ms. Tiffany Bardwell 
  Ms. Beth Gould   
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in your current position and skill sets, that may assist in 

matching mentors and mentees. 

Affi liation * 
¤ In-House Counsel
¤ Law Firm
¤ Law School
¤ Of Counsel
¤ Solo Practitioner

Category * 

Practice Area/Specialization * 
¤ Alternative Dispute Resolution
¤ Art
¤ Bankruptcy
¤ Contracts
¤ Copyright
¤ Corporate
¤ Defamation
¤ Digital Media
¤ Ethics
¤ Entertainment
¤ Fashion Law
¤ Litigation
¤ Motion Pictures
¤ Music and Recording Industry
¤ Nonprofi t
¤ Performing Arts
¤ Publicity, Privacy and Media
¤ Sports
¤ Television and Radio
¤ Theatre and Performing Arts
¤ Trademark
¤ Wills and Trusts

Meeting Location Preferences * 

Meeting Times Preferences * 

¤ Morning
¤ Afternoon
¤ Evening

Preferred Means of Communication * Initial voice com-
munication is required to start building a meaningful 
relationship. 

Bottom of Form

Powered by Google Docs Report Abuse - Terms of Service 
- Additional Terms

As part of NYSBA’s Diversity Initiative, the EASL 
Section has initiated a Mentoring Program, and is looking 
for members who are interested in either volunteering to 
be mentors or mentees. Mentors should have at least fi ve 
years of practical experience in an EASL-related fi eld, and 
mentees should be lawyers in transition, junior attorneys, 
law students, or members who feel they can benefi t from 
a more senior attorney. Mentors and mentees must be 
EASL members.

The time commitment is a minimum of one hour per 
month for one year. 

Attached are copies of the forms that you will be able 
to complete at: 

 https://docs.google.com/spreadsheet/viewform?
formkey=dHhDWXViRFlBMko0eEUtMFJBQnpDO
VE6MQ (for Mentors), and

 https://docs.google.com/spreadsheet/viewform?
formkey=dFFOUWUwQ0xOMnctMHoyaUtxWnBj
UFE6MA (for Mentees).

If you have any questions, please feel free to contact 
Cheryl Davis at cdavis@mhjur or Elissa Hecker at eheck-
eresq@yahoo.com.

Please complete this form online:

 https://docs.google.com/spreadsheet/viewform?
formkey=dHhDWXViRFlBMko0eEUtMFJBQnpDO
VE6MQ 

EASL Diversity Mentor Questionnaire
EASL recognizes the need for forming mentor/mentee 
relationships to grow the fi eld and to exchange experi-
ences. The Diversity Initiative aims to bring together 
seasoned practitioners and young attorneys to learn from 
each other.

Top of Form

Last Name * 

First Name * 

Address * 

Phone Number * 

Email Address * 

Personal Statement * Please provide additional informa-
tion about your experiences, such as the number of years 

EASL Mentoring Program

Email

Submit

Arts
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Practice Area/Specialization * 

¤ Alternative Dispute Resolution
¤ Art
¤ Bankruptcy
¤ Contracts
¤ Copyright
¤ Corporate
¤ Defamation
¤ Digital Media
¤ Ethics
¤ Entertainment
¤ Fashion Law
¤ Litigation
¤ Motion Pictures
¤ Music and Recording Industry
¤ Nonprofi t
¤ Performing Arts
¤ Publicity, Privacy and Media
¤ Sports
¤ Television and Radio
¤ Theatre and Performing Arts
¤ Trademark
¤ Wills and Trusts

Meeting Location Preferences * 

Meeting Times Preferences * 

¤ Morning
¤ Afternoon
¤ Evening

¤ Other: 

Preferred Means of Communication * Some voice com-
munication is required to create a meaningful mentor/
mentee relationship. 

Bottom of Form

Powered by Google Docs Report Abuse - Terms of Service 
- Addition al Terms

Please complete this form online: 

https://docs.google.com/spreadsheet/viewform?fo
rmkey=dFFOUWUwQ0xOMnctMHoyaUtxWnBjUF
E6MA 

EASL Diversity Mentee Questionnaire
Top of Form

Last Name * 

First Name * 

Address * 

Phone Number * 

Email Address * 

Affi liation * 

¤ Law Student (JD)
¤ Law Student (LLM)
¤ Recent Graduate
¤ Lawyer in Transition

¤ Other: 

Category of Interest: EASL section of the New York State 
Bar Association is made up of attorneys and law students 
dedicated to Entertainment Law, Sports Law and Law 
and the Arts. Please indicate which general area(s) of this
section fi t your interests. 

Experience * Please provide some information about your 
current work experience (clerkships, internships, etc) 

Arts

Email

Submit
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ness Affairs at TruTV/Turner 
Entertainment). 

The panel was moderated 
by Nyasha Foy, EASL mem-
ber and 3L at New York Law 
School. She kicked things off 
by introducing a hypotheti-
cal in which a creator tries 
to pitch the idea for a show 
where producers would 
document the lives of a group 
of fi rst-year law students and 
their struggles to achieve top 
grades, en route to a summer 

associate position at a large law fi rm. Each of the panelists 
weighed in on the legal, business and ethical consider-
ations involved in such an idea, evaluating its feasibility 
and offering solutions to workable problems.

The rest of the program was dedicated to addressing 
more overarching themes concerning creating a reality TV 
program, such as protecting an idea for a show, fi nanc-
ing, talent representation and their contractual rights and 
obligations, and evaluating 
risk from the perspective of 
the production company and 
the network. 

The packed audience was 
engaged throughout, and the 
panelists reciprocated their 
engagement by thoroughly 
addressing a broad range of 
questions. The night ended 
with brief reception, where 
attendees took a moment to 
connect with each other over 
light snacks and wine. 

On Monday, November 
7th, as part of the NYSBA 
Diversity initiative, the EASL 
Diversity Committee col-
laborated with the Metro-
politan Black Bar Association 
and Black Entertainment and 
Sports Law Association to 
organize the CLE program 
entitled: “From Pitch to Pilot: 
A Legal and Practical Analy-
sis of Reality TV.”

It was a full house in 
New York Law School’s 
Faculty Commons Room, where four  esteemed and 
engaging panelists delivered their insights in law and 
business on negotiating a reality TV deal. The panel 
included Tiffany Bank (Co-star on the TLC reality show 
“Big Sexy”), Traci Wilkes Smith (Talent Agent, Wilmer 
Talent Agency), Stephen Harris (Director, Non-Fiction and 
Alternative Programming at A&E Television Networks), 
and Erika Munro Kennerly, Esq. (Senior Director of Busi-

EASL Diversity Initiative—Reality TV CLE Recap
By Rob Thony
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school club/organization (if applicable), phone 
number and email address.  There is no length 
requirement.  Any notes must be in Bluebook 
endnote form.  An author’s blurb must also be 
included.

• Deadline: Submissions must be received by 
Friday, May 25, 2012

• Submissions: Articles must be submitted via a 
Word email attachment to eheckeresq@yahoo.
com. 

Topics
Each student may write on the subject matter of 

his/her choice, so long as it is unique to the enter-
tainment, art and sports law fi elds.

Judging
Submissions will be judged on the basis of qual-

ity of writing, originality and thoroughness. 

Winning submissions will be published in the 
EASL Journal. All winners will receive complimen-
tary memberships to the EASL Section for the follow-
ing year.  In addition, the winning entrants will be 
featured in the EASL Journal and on our Web site.

The Entertainment, Arts and Sports Law (EASL) 
Section of the New York State Bar Association offers 
an initiative giving law students a chance to publish 
articles both in the EASL Journal as well as on the 
EASL Web site.  The Initiative is designed to bridge 
the gap between students and the entertainment, 
arts and sports law communities and shed light on 
students’ diverse perspectives in areas of practice 
of mutual interest to students and Section member 
practitioners.

Law school students who are interested in enter-
tainment, art and/or sports law and who are mem-
bers of the EASL Section are invited to submit ar-
ticles.  This Initiative is unique, as it grants students 
the opportunity to be published and gain exposure in 
these highly competitive areas of practice.  The EASL 
Journal is among the profession’s foremost law jour-
nals.  Both it and the Web site have wide national 
distribution.

Requirements
• Eligibility: Open to all full-time and part-time 

J.D. candidates who are EASL Section mem-
bers.

• Form: Include complete contact informa-
tion; name, mailing address, law school, law 

The New York State Bar Association
Entertainment, Arts and Sports Law Section

Law Student Initiative Writing Contest
Congratulations to LSI winners:

Jenna Bass Levy, of Columbia University School of Law, for her article entitled:
LEGAL ISSUES FOR EMPLOYERS FROM CELEBRITY TWEETING

Emily Schall, of St. John’s University School of Law, for her article entitled:
THE FTC’S GREEN GUIDELINES AND THEIR IMPACT ON THE FUTURE

OF FASHION AND SUSTAINABLE STYLE
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membership in EASL (with all the benefi ts of an EASL 
member) for a one-year period.

Yearly Deadlines
December 12th: Law School Faculty liaison submits 3 

best papers to the EASL/BMI Scholarship Committee.

January 15th: EASL/BMI Scholarship Committee will 
determine the winner(s).

The winner will be announced, and the Scholarship(s) 
awarded at EASL’s January Annual Meeting.

Prerogatives of EASL/BMI’s Scholarship 
Committee

The Scholarship Committee is composed of the cur-
rent Chair of EASL, all former EASL Chairs who are still 
active in the Section, all Section District Representatives, 
and any other interested member of the EASL Execu-
tive Committee. Each winning paper will be published in the 
EASL Journal and will be made available to EASL members on 
the EASL website. BMI reserves the right to post each win-
ning paper on the BMI website, and to distribute copies of 
each winning paper in all media. The Scholarship Com-
mittee is willing to waive the right of fi rst publication so that 
students may simultaneously submit their papers to law 
journals or other school publications. In addition, papers 
previously submitted and published in law journals or other 
school publications are also eligible for submission to The Schol-
arship Committee. The Scholarship Committee reserves the 
right to submit all papers it receives to the EASL Journal 
for publication and to the EASL website. The Scholar-
ship Committee also reserves the right to award only 
one Scholarship or no Scholarship if it determines, in any 
given year that, respectively, only one paper, or no paper, 
is suffi ciently meritorious. All rights of dissemination of 
the papers by each of EASL and BMI are non-exclusive.

Payment of Monies
Payment of Scholarship funds will be made by 

EASL/BMI directly to the law school of the winner, to be 
credited against the winner’s account.

About BMI
BMI is an American performing rights organiza-

tion that represents approximately 350,000 songwriters, 
composers and music publishers in all genres of music. 
The non-profi t-making company, founded in 1940, col-
lects license fees on behalf of those American creators it 
represents, as well as thousands of creators from around 
the world who chose BMI for representation in the United 

Law students, take note of this publishing and 
scholarship opportunity: The Entertainment, Arts and 
Sports Law Section of the New York State Bar Associa-
tion (EASL), in partnership with BMI, the world’s largest 
music performing rights organization, has established 
the Phil Cowan Memorial/BMI Scholarship! Created in 
memory of Cowan, an esteemed entertainment lawyer 
and a former Chair of EASL, the Phil Cowan Memorial/
BMI Scholarship fund offers up to two awards of $2,500 each 
on an annual basis in Phil Cowan’s memory to a law stu-
dent who is committed to a practice concentrating in one 
or more areas of entertainment, art or sports law. 

The Phil Cowan Memorial/BMI Scholarship has been 
in effect since 2005. It is awarded each year at EASL’s An-
nual Meeting in January in New York City. 

The Competition
Each Scholarship candidate must write an original 

paper on any legal issue of current interest in the area of 
entertainment, art or sports law. 

The paper should be twelve to fi fteen pages in length 
(including Bluebook form footnotes), double-spaced and 
submitted in Microsoft Word format. PAPERS LONGER 
THAN 15 PAGES TOTAL WILL NOT BE CONSIDERED. 
The cover page (not part of the page count) should con-
tain the title of the paper, the student’s name, school, class 
year, telephone number and email address. The fi rst page 
of the actual paper should contain only the title at the top, 
immediately followed by the body of text. The name of 
the author or any other identifying information must 
not appear anywhere other than on the cover page. All 
papers should be submitted to designated faculty mem-
bers of each respective law school. All law schools will 
screen the papers and submit the three best to EASL’s 
Phil Cowan Memorial/BMI Scholarship Committee. The 
Committee will read the papers submitted and will select 
the Scholarship recipient(s). 

Eligibility
The Competition is open to all students attending eli-

gible law schools. “Eligible” law schools mean all accred-
ited law schools within New York State, along with Rut-
gers University Law School and Seton Hall Law School 
in New Jersey, and up to 10 other accredited law schools 
throughout the country to be selected, at the Committee’s 
discretion, on a rotating basis. 

Free Membership to EASL
All students submitting a paper for consideration 

will immediately and automatically be offered a free 

The Phil Cowan Memorial/BMI Scholarship
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have continuously served the public and improved the 
justice system for more than 125 years.

The more than 1,600 members of the Entertainment, 
Arts and Sports Law Section of the NYSBA represent var-
ied interests, including headline stories, matters debated 
in Congress, and issues ruled upon by the courts today. 
The EASL Section provides substantive case law, forums 
for discussion, debate and information-sharing, pro bono 
opportunities, and access to unique resources including 
its popular publication, the EASL Journal. 

States. The license fees BMI collects for the “public per-
formances” of its repertoire of approximately 4.5 million 
compositions are then distributed as royalties to BMI-
member writers, composers and copyright holders. 

About the New York State Bar Association / EASL
The 77,000-member New York State Bar Association 

is the offi cial statewide organization of lawyers in New 
York and the largest voluntary state bar association in the 
nation. Founded in 1876, NYSBA programs and activities 

Each year in communities across New York State, indigent people face literally millions of civil legal 
matters without assistance. Women seek protection from an abusive spouse. Children are denied 
public benefi ts. Families lose their homes. All without benefi t of legal counsel. 
They need your help. 

If every attorney volunteered at least 20 hours a year and made a fi nancial 
contribution to a legal aid or pro bono program, we could make a difference. 
Please give your time and share your talent.

Call the New York State Bar Association today at 
518-487-5640 or go to www.nysba.org/probono 
to learn about pro bono opportunities.

There are millions of
reasons to do Pro Bono.

(Here are some.)
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We honor Mayor Bloomberg for 
maintaining NYC’s place as the na-
tion’s largest arts funder, and in recog-
nizing culture’s critical impact on our 
identity, economy, and quality of life.

Accepting this award on behalf of 
Mayor Bloomberg is Michael Cardozo, 
NYC’s 77th and longest-serving Corpo-
ration Counsel since the title was for-
mally created in the early 19th Century. 
He was appointed to this position in 
2002.

Mr. Cardozo is himself the recipient of numerous 
awards during his illustrious career. 

Working with Mayor Bloomberg, Mr. Cardozo has 
spearheaded several key municipal legal initiatives, and 
has personally argued several high-level cases on the 
City’s behalf before the U.S. Supreme Court and the New 
York Court of Appeals. 

He has also drafted groundbreaking legislation, in-
cluding the City’s historic smoking ban, and major rede-
velopment projects (including new stadiums for the Mets 
and the Yankees and the redevelopment of Ground Zero). 

Prior to becoming Corporation Counsel, Mr. Cardozo 
practiced sports law. 

As a partner at Proskauer Rose, he was an active trial 
lawyer and counsel to numerous sports leagues, includ-
ing the National Hockey League, the National Basketball 
Association and Major League Soccer. 

Thank you, Mr. Cardozo, for joining us this evening 
and accepting this award on behalf of Mayor Bloomberg.

Enjoy your evening! 

Inscription on the Award:

AWARD FOR OUTSTANDING
CONTRIBUTION TO THE ARTS

Presented to
The Honorable Michael R. Bloomberg

Mayor of New York City

In Recognition of his Commitment
to the Creative Spirit of New Yorkers

Everywhere

Entertainment, Arts and Sports Law Section
New York State Bar Association

January 23, 2012

Welcome to the EASL Reception! 
Thank you for braving the cold af-
ter our superb Annual Meeting this 
afternoon. 

I would like to thank our gracious 
hosts at UBS Richard Grassey and Kris-
tine Flyntz for offering this exquisite 
space and organizing tours of the UBS 
art collection.

I also want to acknowledge our 
musicians, Karl Kramer, keyboard and 
horn, and Larry Goldman, bass.

We decided this year to honor a special New Yorker, 
Mayor Michael R. Bloomberg, for his outstanding contri-
bution to the arts. 

We all appreciate how the Mayor has enriched our 
lives through his strong commitment to making New 
York a more livable and civilized city, not only by ban-
ning smoking in restaurants, but also by making art a part 
of our everyday lives. 

Here are a few of Mayor Bloomberg’s many 
contributions: 

Under Mayor Bloomberg’s leadership, NYC has:

• Funded the largest-ever cultural capital bud-
get—$1.8 billion—for facility enhancement projects 
at cultural organizations.

• Reformed the granting process of NY’s Cultural 
Development Fund, which provides over $30 mil-
lion to nearly 900 arts organizations throughout the 
city.

• Aided the creation of cultural districts such as the 
Fourth Arts Block in East Village and the Down-
town Brooklyn Cultural District.

• Supported artists through the development of af-
fordable, permanent rehearsal and studio space.

• Supported major temporary public art projects 
such as Christo and Jeanne-Claude’s “The Gates,” 
Olafur Eliasson’s “New York City Waterfalls,” Paul 
Ramirez Jonas’ “Key to the City,” and Sing for 
Hope’s “Pop Up Pianos,” just to name a few.

And 

• Ensured that cultural organizations play a key role 
in neighborhood revitalization projects in areas 
such as Coney Island, Harlem, St. George, Long Is-
land City, and the South Bronx.

EASL Reception: Michael R. Bloomberg Award
January 23, 2012
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that led to a lockout for a signifi cant part of the off-
season. The NFL created a women’s network, diversity 
accountabilities and diversity training. The number of 
diverse employees at or above the vice-president level at 
the league offi ce increased from 20 in 2010 to 26 in 2011, a 
30 percent increase.6 The number of female employees at 
that level increased from 11 to 15 in that time, a 36 percent 
increase.7 The number of ethnically diverse employees 
increased from nine to 13, for a 44 percent increase.8 The 
percentage of management positions for people of color 
in the league offi ce increased to 25.2 percent from 24.7 
percent.9 The percentage of women in management posi-
tions increased from 27.5 to 27.6 percent.10 The Institute 
took the dramatic increase for women at the vie-president 
level as an important sign that more women will be hired 
into professional positions at the league level in the im-
mediate future.

“Are we playing fair when it comes to 
sports? Does everyone, regardless of race 
or gender, have a chance to bat or to 
operate a team?”

At the team level, the NFL had seven African Ameri-
can head coaches at the start of the 2011 season, up one 
from 2010. Additionally, there was one Latino head coach. 
For this increase, the Institute credited the NFL’s own 
Rooney Rule, which requires that people of color be inter-
viewed as part of the search process for head coaches.11 It 
noted that the Rooney Rule helped to triple the number 
of African American head coaches in the NFL from two 
in 2001 to six in 2005. There have been at least six Afri-
can American head coaches each year since 2007.12 It is 
particularly noteworthy that there has historically been 
virtually no college pipeline for African American head 
coaches. No former NFL head coach of African American 
descent has ever been hired as a major college head coach. 
Although there was a slight increase in head coaches of 
color, assistant coaches of color decreased from 36 percent 
in 2009 to 32 percent in 2010. Nine African Americans 
held coordinator positions and one Latino did as well. 
Seven African Americans held Assistant Head Coach 
positions. 

With regard to team management, there is only one 
female president/CEO in the NFL and there has never 
been a president/CEO of color.13 There has never been 
a primary owner of color in NFL history, but Serena and 
Venus Williams purchased small minority ownerships of 

Each year, proponents of diversity and inclusion in 
the professional world look to the Racial and Gender 
Report Cards (RGRC) issued by the Institute for Diver-
sity and Ethics in Sport (the Institute) for an indication of 
where progress is being made—and where work needs to 
be done—in the high-profi le and high-profi t domains of 
pro and college sports. The Institute issues annual grades 
for diversity hiring practices for the National Football 
League (NFL), Major League Baseball (MLB) and Nation-
al Basketball Association (NBA), along with the Women’s 
National Basketball Association, Major League Soccer and 
college sports, providing an inside look at developing 
trends in organizations that are often seen as trailblazers 
in diversity.1

The big question asked by the RGRC is: “Are we 
playing fair when it comes to sports? Does everyone, 
regardless of race or gender, have a chance to bat or to op-
erate a team?” The Institute’s methodology is to conduct 
an analysis of racial breakdowns of players and coaches 
in the previous year’s playing seasons. This also includes 
a racial and gender breakdown in management in the 
various league offi ces, team-level top management, senior 
administration, professional administration, physicians, 
head trainers, broadcasters and league referees. 

An analysis of the statistics and trends evident in the 
2011 grades for the NFL, MLB, and NBA, along with an 
examination of each league’s proactive, diversity-focused 
initiatives, shows that while progress is being made—es-
pecially in the NBA—we are a long way from answering 
the RGRC’s question with a resounding “yes.”

The NFL
The 2010 RGRC gave the NFL its fi rst-ever A for racial 

hiring practices.2 Overall, the 2011 NFL RGRC was nearly 
identical to its performance in 2010. The NFL managed 
its second consecutive A on racial hiring practice and its 
second consecutive C on gender hiring practices for a 
combined B grade. The NFL score for race decreased from 
90.5 to 90.4 and the score for gender increased from 69.5 
to 69.6.3

The NFL player base was 67 percent African Ameri-
can and the percentage of Caucasian players was 31 
percent.4 These are fairly steady from 2009. The NFL has, 
by far, the smallest percentage of international players, at 
one percent.5

The NFL deserved credit for moving ahead with 
diversity initiatives despite turmoil regarding labor issues 

 Getting in the Game: 2011 Report Shows Ups, Downs in 
Pro Sports Diversity
By Joseph M. Hanna and S. Philip Unwin
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creased from 28.4 percent to 27 percent, one of the lowest 
percentages since 1999. The 2008 season was the fi rst since 
1995 in which there was an increase in African Ameri-
can players in MLB over the previous season. Yet after 
reaching the 10.2 percent level in 2008, African American 
players have steadily regressed as an overall share of all 
players. This decline in African American participation is 
a major source of concern in MLB.24 The percentage of in-
ternational players on MLB opening-day rosters was 27.7 
percent.25 This was down from 30.1percent.26 However, 
minor league players were 47.4 percent international.27 

In MLB’s central offi ce, 10 percent of the front-offi ce 
employees are African American, 17 percent Latino, 
four percent Asian and two percent “other.”28 Women 
make up 38 percent of the total workforce while people 
of color make up 33 percent.29 At the senior executive 
level, 20 percent of the 55 employees were people of color, 
while women occupied 22 percent of the positions.30 At 
the director and managerial level, 22.5 percent of the 98 
employees were people of color and women occupied 32 
percent of the posts.31 

At the team management level, Arturo Moreno con-
tinues to be the only Latino majority owner in baseball 
and the only person of color to own a major league base-
ball team. Jennifer Steinbrenner-Swindal, Jessica Stein-
brenner and Joan Steinbrenner each hold vice-chairman 
positions with the New York Yankees and are the only 
women to hold any ownership interest. 

MLB began the 2011 season with six managers of 
color, a decrease from nine the year before. There had 
been a steady increase from 2007 to 2009 until a small 
decrease in the 2010 season. This comprised 20 percent of 
MLB managers. People of color comprise 37 percent of the 
managerial positions within the major and minor leagues, 
however.32 Among coaches, 29 percent of the positions are 
occupied by people of color.33 African Americans hold 12 
percent of those positions, Latinos 17 percent and Asians 
0.4 percent.34 Among major and minor leagues combined, 
42 percent of the coaching positions are occupied by 
people of color.35

There are three African American general manag-
ers and one Latino general manager. MLB was thus fi ve 
points below the historical best of 19 percent of general 
managers being people of color, established in 2010.36 
Team vice-presidents declined sharply to 9.8 percent, 
down 6.7 percent from the previous season.37 Eleven 
vice-presidents were African American, 11 Latino and 
fi ve Asian.38 Similarly, the percentage of women vice-
presidents fell from 18.6 percent to 18.2 percent, with 50 
women acting in senior vice-president and vice-president 
positions.39 Only one CEO is a female (Pam Gardner of 
the Houston Astros), and none are people of color.40

Among senior administrators,41 16 percent were 
people of color, the same as the previous year.42 Five 

the Miami Dolphins, as did Gloria and Emelio Estefan 
and Marc Anthony. The NFL has two primary female 
owners: Denise Debartolo-York of the San Francisco 49ers 
and Virginia McCaskey of the Chicago Bears. 

Caucasians held 84 percent of the general manager 
positions in the NFL, while African Americans held 16 
percent.14 That remained the same from 2010. There was 
a slight increase in the percentage of vice-presidents of 
color, and the percentage of female vice-presidents in-
creased from 15 percent to 16 percent.15 

People of color held 16 percent of all NFL senior 
administrative administration positions, down from 17 
percent previously.16

The Institute defi nes senior administration as includ-
ing, but not being limited to, the following titles: direc-
tors, assistant general managers, chief general counsel, 
salary cap manager, public relations director and director 
of community relations. Women occupied 21 percent of 
these positions, a four percent increase from the previous 
year.17 People of color occupied 14 percent of professional 
administration positions and women occupied 29 percent, 
but it was the third consecutive year that women were 
below 30 percent.18 

MLB
MLB received an overall A for race and B- for gender. 

This gave MLB an overall B+. The grade for race slipped 
from 92.5 to 91.6 and the grade for gender dropped from 
82 to 79.3. MLB’s overall score for 2011 was 85.5, down 
from its 2010 score of 87.3, its best ever.19

MLB saw a decrease in its grade for racial diversity, as 
there was a drop in people of color among players, league 
offi ce offi cials, managers, coaches, general managers and 
team vice-presidents. Managers of color fell 11 percentage 
points and general managers fell fi ve percentage points. 
The decrease in the grade for gender diversity was due 
to a drop in women in the league offi ce, team vice-presi-
dent and team professional positions. However, Richard 
Lapchick, the director of the Institute, stated that “the 
Commissioner and his team in the league offi ce, led by 
Wendy Lewis, Sr., Vice-President for Diversity, have had 
a remarkably positive imprint on the diversity record for 
Major League Baseball. MLB continues to have an out-
standing record for diversity initiatives which include the 
5th Annual Civil Rights Game, Jackie Robinson Day and 
Roberto Clemente Day.”20

At the start of 2011, players of color amounted to 38.3 
percent of the league.21 Opening-day rosters were 61.5 
percent white, 27 percent Latino, 2.1 percent Asian, 0.4 
percent Native American or Native Alaskan and 0.3 per-
cent Native Hawaiian or Pacifi c Islander.22 The percentage 
of African American players decreased to 8.5 percent from 
10 percent.23 This was the lowest since 2007 and the third 
lowest in decades. The percentage of Latino players de-
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creased from 59 percent to 56 percent.60 The percentage of 
Latinos was one percent, as was the percentage of Asian 
assistants.61

As of the beginning of the 2010-2011 season, there 
were six African Americans holding top management po-
sitions on an NBA team, two more than the previous year. 
Terdema Ussery was the only female among these. 

The percentage of people of color who are principals 
in charge of day-to-day operations/general managers in 
the NBA doubled between 2009-2010 and 2010-2011 to 26 
percent—the best of any sport.62 There are seven African 
Americans and one Asian general manager. There has 
never been a Latino general manager, and Rich Cho of the 
Portland Trailblazers was the fi rst Asian general manager 
in the history of the NBA.63 However, Cho and the Blaz-
ers parted ways in May 2011.64

Ten percent of team vice-president positions were 
held by African Americans, a decrease of one point.65 
Three percent were held by Latinos, an increase of one 
point. Caucasians remain in 86 percent of team vice-pres-
ident positions.66 Women occupy 15 percent of the posts, 
down from 18 percent the year before.67

Among senior administrators,68 22 percent of those 
positions are occupied by people of color, up one percent 
from the year before.69 Seventy-eight percent are Cauca-
sian, 14 percent African American, six percent Latino, one 
percent Asian and slightly one percent “other.”70 

The percentage of women in senior administrative 
positions increased two percentage points to 27 percent, 
an all-time high in terms of numbers, with 155 women 
holding those positions.71

Diversity Initiatives
The NFL’s most prominent diversity initiative is the 

aforementioned Rooney Rule.72 This was adopted in 
2003 and mandates that teams must interview at least 
one minority candidate when hiring for a head coaching 
position.73 It was expanded in 2009 to include all senior 
football operations positions. From 2002, the last year be-
fore the implementation of the Rooney Rule, to today, the 
number of African American head coaches and person-
nel in management positions has increased signifi cantly. 
The fact that African American head coaches have proven 
very successful in recent years has surely helped as well. 
Four of the last fi ve Super Bowls have featured an African 
American head coach, with Super Bowl XLI featuring 
Indianapolis’ Tony Dungy and Chicago’s Lovie Smith. 
Additionally, fi ve of the league’s 32 general managers 
are African American, including Jerry Reese, General 
Manager of the New York Giants, the champions of Super 
Bowls XLII and XLIV. In all, seven of the last 10 Super 
Bowl teams have had an African American head coach or 
general manager.

percent were African American, eight percent Latino, two 
percent Asian, and people categorized as “other” remain 
one percent.43 The percentage of women who were senior 
team administrators was 18 percent, a one-point decline.44 

The NBA
The NBA, once again, led the way among the major 

sports leagues with an A+ for race, an A- for gender and a 
combined A. The NBA’s total grade was a 92.2, its high-
est grade ever and up from its 91.5 in 2010.45 The grade 
for race was 95.3, up signifi cantly from a 93.8 in 2010.46 
The combined total and the total for race were the highest 
ever in the history of the RGRC for the major sports.47

The NBA has often been the diversity leader among 
the major sports. Eighty-three percent of NBA players 
are people of color, an increase of one percent from the 
previous year.48 African Americans comprise 78 percent of 
NBA players, a one percent increase from the year be-
fore and the highest since 2000-2001.49 The percentage of 
Asians remains constant at one percent and the percent-
age of Latinos increased from three percent to 4 percent.50 
International players comprised 17 percent of the NBA, 
one percent down from the year before and the lowest 
since 2003-2004.51 Seventeen percent of the NBA players 
were Caucasian, the lowest percentage since the RGRC 
began reporting the composition of NBA teams.52

In the league offi ce, 36 percent of the professional 
staff positions were held by people of color.53 Of all 
professional employees, 64 percent were Caucasian, 20 
percent African American, eight percent Latino, eight per-
cent Asian and less than one percent American Indian/
Alaskan Native.54 This was nearly unchanged from the 
previous season. Women made up 42 percent of profes-
sional employees, a decrease of two percent.55 There are 
28 people of color and 33 women in NBA vice-president 
positions.56

Among NBA owners, there is only one owner of 
color, Michael Jordan, the owner of the Charlotte Bobcats. 
At the time of the report, there were four women who 
had ownership of NBA franchises: Coleen Maloof and 
Adrienne Maloof-Nassif of the Sacramento Kings; Karen 
Davidson, wife of the late William Davidson of the De-
troit Pistons; and Gail Miller, wife of the late Larry Miller, 
owner of the Utah Jazz.57 Since the date of the report, 
Davidson has sold the Pistons to Tom Gores. 

Nine African Americans and one Asian held head 
coaching jobs at the start of the 2010-2011 NBA season, 33 
percent of the league and an increase from the 30 percent 
of the year before.58 Forty-fi ve percent of assistant coaches 
are men of color, the largest since the RGRC began track-
ing that statistic.59 The percentage of African Americans 
in assistant coaching positions increased one point to 42 
percent and the percentage occupied by Caucasians de-
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called Reviving Baseball in Inner Cities (RBI). This is an 
outreach program for youth aged fi ve to 18 to promote 
interest in baseball and softball, as well as encourage 
academic achievement. In 2010, the program had 51,000 
participants.

The NBA has a variety of diversity initiatives impact-
ing a number of areas, including employee training and 
development, employee recruitment, vendor diversity 
and community relations. The NBA conducts live and 
online training focused on diversity and respect in the 
workplace. This is completed by all league employees 
every two years, with a separate track for managers. 
Since 2006, the NBA has provided all league and team 
employees with access to GlobeSmart, a web-based tool 
that provides information on the countries and cultures 
from around the world.83 In 2008, there was an effort for 
NBA teams to maintain and adhere to comprehensive 
policies and procedures in the areas of anti-discrimination 
and anti-harassment, and the league issued Respect in 
the Workplace Baseline Best Practices to all teams.84 The 
NBA has continued to embrace a multi-faceted approach 
in maintaining a globally diverse workforce. Year after 
year, it has attained a high level of success in establish-
ing a workforce balanced in terms of gender and broad 
in terms of ethnicity. The NBA seeks a globally diverse 
applicant pool in its hiring process and encourages teams 
to do the same. The NBA also has an associate and intern 
program as a feeder pool for applicants, and it actively 
seeks diversity in this group.85 

Like the NFL and MLB, the NBA is trying to maxi-
mize vendor diversity and is trying to maximize con-
tracting opportunities for women and minority business 
enterprises to participate in NBA business opportunities. 

Challenges
While acknowledging that true diversity is the com-

mon goal, each league faces a unique set of challenges to 
getting there. 

For the NFL, the biggest challenge from a diversity 
standpoint is increasing the number of women in the 
league workforce. The RGRC assigned the NFL a C for 
gender hiring practices. However, the NFL did receive 
an A+ for gender diversity initiatives, and the recent 
launch of the Women’s Interactive Network is a step in 
the right direction. Yet, the NFL still received numerous 
poor grades in various gender diversity categories, most 
notably an F in the grade for team vice-president. 

The biggest diversity challenge that MLB faces is in 
the steady decline in African American players. MLB is 
actively working to address this through the RBI pro-
gram and the Urban Youth Academies. MLB received an 
A for its diversity initiatives—but the decline in African 
American player participation is not merely worrying 
from a short-term perspective, it is very troubling from 
a long-term perspective. Since managerial and coaching 

In 2003, the NFL also introduced a formal mentor-
ing program designed to support employee retention, 
career development and advancement initiatives.74 This 
is a program in which experienced executives share their 
business insights and experiences with newer profession-
als. The NFL has instituted other programs designed to 
enhance employee learning and development, including 
NFL Special Teams, created by the Diversity Counsel to 
provide a unique opportunity for NFL employees to build 
their skills and advance their careers.75 It has also insti-
tuted the Junior Careers and the Junior Rotational Pro-
gram, designed to build a strong entry-level pipeline to 
attract top undergraduates into the NFL by allowing them 
to rotate through several business areas in a condensed 
period of time.76 The NFL has an internship program for 
college seniors and also a talent review, where the league 
executives identify and review top-performing employees 
at the director level and above who have the potential for 
creating responsibilities, as well as an executive train-
ing program.77 The NFL recently launched the league’s 
fi rst Women’s Affi nity Group, whose mission is to help 
accelerate the career advancement of women in the NFL 
while deepening the engagement of all employees of the 
league.78

MLB has sought commitment to diversity by not 
only including employment, but also supplier diversity, 
player development, community relations, education and 
philanthropic awards. MLB has aggressively addressed 
workplace diversity primarily through human resource 
practices in both the Commissioner’s offi ce and the indi-
vidual teams.79 It has hired professional human resource  
practitioners who contribute to MLB’s benchmark reports 
that profi le all levels of employment within the baseball 
organizations and use information for strategic plan-
ning and performance management.80 MLB has recently 
instituted the Diversity Economic Impact Engagement 
Initiative to advance the level of MLB’s current workforce 
and supplier diversity efforts and create methodologies 
for cultural assessments, diversity economic platforms 
and industry-wide diversity training.81 This will be 
developed through MLB’s central offi ce and member 
teams, and eventually though the minor leagues as well. 
MLB’s Diversity Business Partners Program, the lead-
ing supplier diversity program in sports, has produced 
signifi cant economic opportunity for the Commissioner’s 
Offi ce, franchises and local communities and has resulted 
in well over $800 million being spent with thousands of 
minority and women owned businesses.82 MLB also has 
numerous urban youth initiatives that seek to make the 
game more meaningful to communities of color, provide 
safe and organized recreational activities for urban youth, 
and prepare high school players of color for college and 
professional baseball and softball programs. One such ex-
ample is MLB’s Urban Youth Academy on the campus of 
Compton Community College in Los Angeles. The Urban 
Youth Academy has also opened a facility in Houston. 
Finally, MLB has a longstanding urban youth initiative 
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positions are almost exclusively fi lled by former players, 
a decline in the number of African American players is 
highly likely to cause a decline in the number of manag-
ers and coaches in the future. Unfortunately, there does 
not appear to be any one particularly satisfactory expla-
nation for the decline of African American participation 
in baseball.86 

The NBA remains the diversity leader among the ma-
jor sports by a fairly wide margin. Like the NFL, the NBA 
has some work to do in terms of increasing gender diver-
sity in executive positions. The Institute notes this specifi -
cally as an area where NBA teams can improve and the 
NBA did receive an F for gender diversity for team vice 
presidents. In the long term, the NBA’s diverse associate 
and intern programs should yield results in this area. 

All in all, the leagues are showing improvement. The 
proactive initiatives outlined above have contributed 
greatly to the positive aspects of this year’s RGRC—and 
more like them will be necessary to keep the diversity and 
inclusion stats in these professional leagues on an upward 
trajectory. 
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celebrity talent are traditionally allowed to discuss with 
the public, and assess whether these provisions should 
be read as applicable to social media, or whether Twitter 
and other social media should be addressed with specifi c 
provisions. Finally, it will recommend what entertainment 
companies should do to exercise control over the content 
of “tweets” released by talent.

I. Background
Internet entrepreneurs Jack Dorsey and Biz Stone 

created Twitter in early 2006 as a real-time information 
network and “micro-blog” meant to connect users, spread 
small bits of information and ease quick communication 
amongst friends through “tweets.”1 Once a user has creat-
ed a “tweet” (typed the small amount of information the 
user wishes to send out), Twitter then distributes it to that 
user’s list of people or organizations that have elected to 
receive the tweets (these people are called “followers”). 
Tweets must be no longer than 140 characters, and users 
can elect whether or not their locations are displayed 
on their websites’ homepages. A person’s Twitter can be 
linked to his or her Facebook account or blog so that all 
tweets can be further circulated. 

Before revolutionizing media, news, and peer-to-peer 
communication, Twitter was meant simply as a way to 
answer the questions “where are you and what are you 
doing?”2 The idea was to create a mobile real-time hybrid 
of AOL’s chat service, Instant Messenger, and the then-
popular blogging platform LiveJournal, a social media 
site known for bringing people with similar interests 
together.3 Dorsey wanted to keep the barrier to entry for 
new users low and thus did not want to require users to 
own smartphones to tweet, so Twitter decided to make 
the service SMS compatible, while still distinguishing it-
self by reducing the number of permitted characters from 
the SMS standard 160 to 140. Thus, the creation of Twitter 
resulted in a combination of real-time citizen-reported 
news (such as “There’s a fi re on 16th Street”), mundane 
blasts of daily happenings (e.g., “I just ate a sandwich”), 
and worldwide sharing of articles and conversations 
between and among users responding to each other’s 
tweets. All of this appeared in short, easily digestible bits 
received instantly via text message, or through mobile or 
web-based dashboards. 

Twitter really became a player in the social media and 
Web 2.0 world following the South By Southwest (SXSW) 
Interactive Conference in March 2007. The conference, a 
multi-day panel, expo, and networking event attended 
by thousands of players in the new media sector, saw the 

In the age of social networks, when it is common-
place for people to share news, stories and photos instan-
taneo usly, the popularity or social status of any given 
individual is measured by the number of “followers” or 
“friends” he or she has. The ever-increasing growth of 
social networks such as Twitter, Facebook, YouTube and 
MySpace not only signals a move beyond traditional 
forms of media (e.g., television, radio, fi lm and publish-
ing), but also demonstrates the X-generation’s predilec-
tion for self-promotion and publicly sharing personal 
facts and opinions. 

For members of the entertainment industry depen-
dent on popularity and ratings, the easy accessibility 
of social media has been a game-changer. In the days 
before the rise of social media, when a television net-
work employed a big name talent for a series, or a studio 
employed such talent for a movie, the network or stu-
dio largely had control over that talent’s public image 
and statements during the term of the talent’s contract, 
especially when the talent was shooting or promoting a 
fi lm or program. However, in the new digital age, celebri-
ties are not only maintaining blogs and websites, but are 
self-branding, self-promoting, and sharing news, hap-
penings and opinions directly with their fans at all hours 
from anywhere, using Twitter and other social media 
platforms without any input or control by media compa-
nies or public relations experts. As a result, entertainment 
companies have become a de facto laboratory for explor-
ing questions surrounding the regulation of social media 
by employers as these companies fi nd themselves with 
less and less control over the image and public persona 
of their celebrity talent. Since social media can greatly 
increase the popularity of a star and affords a celebrity the 
ability to release information quickly to countless people, 
entertainment companies and their products are also put 
at risk, as the usual chain of commands for releasing press 
statements and protecting and projecting a celebrity’s im-
age is no longer in their hands. 

 This article will focus on the newest social media 
giant—Twitter—and recent issues regarding “tweeting” 
by celebrities to demonstrate that the unrestricted use of 
social media by talent creates a problem both for employ-
ers and for talent endorsement deals. It will then discuss 
the types of measures and social media policies that 
various entertainment companies have implemented to 
control the use and misuse of social media by both their 
employees in general and their celebrity talent. It will also 
review standard contract provisions currently included 
in various agreements that govern what employees and 
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In addition, details of negotiations and deals are also 
leaking out via Twitter, as discontented celebrities are us-
ing it to voice their frustrations. Paula Abdul announced 
via her Twitter account that she would be leaving her role 
as a judge on Fox’s American Idol, a move some believed 
to be a contract negotiation strategy, as it arrived before 
any offi cial announcement of her departure was made 
by executives of the show or network.12 Twitter is also 
being used as a means to speak out against those actually 
doing the leaking, as reigning Twitter queen Lady Gaga 
did when she railed against those leaking her videos 
prior to their release.13 Additionally, Rapper 50 Cent used 
his Twitter account to threaten to not only stop making 
music, but also to leak a track from his mentor and fellow 
Interscope artist, Dr. Dre, while clashing with his label 
about its lackluster attitude towards his forthcoming 
record.14 

Having a Twitter account and using it to vent cost 
Hole frontwoman Courtney Love over $400,000 after 
she was sued for defamation.15 Her Twitter account and 
celebrity status meant that, according to the fashion de-
signer Dawn Simorangkir who sued her, enough people 
were reading and believing her rant against the designer 
that it was “ruining her business.”16 This case, which was 
settled in March 2011, is believed to have been one of 
the fi rst claiming defamation via Twitter, and raised the 
question: “Can the power of celebrity alone be enough to 
make opinions into defamation?”17 In yet another devel-
opment, Courtney Love’s former attorneys are suing her 
for unspecifi ed damages for tweets she posted suggesting 
that the attorneys were bribed.18

Another issue raised by celebrity Twitter accounts is 
the identifi cation of the people who are doing the tweet-
ing. Until Twitter introduced the ability to verify accounts 
for big name tweeters, many faced having their brands 
and images tarnished by fraudulent accounts. This issue 
led California to pass legislation in January 2011 making 
it illegal to impersonate “another individual online for 
the purposes of harming, intimidating, threatening, or de-
frauding a person.”19 Some less tech savvy stars are now 
handing their accounts over to their management teams 
or hiring professional social media managers to take 
care of their online profi les, such as rapper Lil Wayne, 
whose entire Internet presence is run by 21-year-old Mazy 
Kazerooni.20 

What happens, however, if the person behind the 
account tweets something libelous, or posts information, 
intentionally or unintentionally, that negatively affects 
the celebrity’s employer? Hypothetically, if a social media 
manager for a television star had a falling out with his 
employer, and sent one last tweet from his account bash-
ing the television show on which his former boss stars, 
would the actor be held responsible?

number of tweets increase from 20,000 to 60,000 per day 
as early adopters used the service to comminicate and let 
each other know their whereabouts.4 The service steadily 
grew and gained popularity so that, by June 2009, news 
of Michael Jackson’s death spread via Twitter, crashing 
servers as tweets containing his name were sent at a rate 
of 100,000 per hour.5 Twitter quickly became fodder for 
pieces in mainstream media ranging from local news re-
ports on its potential dangers when used by children to a 
think piece in The New York Times about what the service’s 
focus on the individual means in a broader sense.6 By 
2011, articles were crediting Twitter with sparking and 
helping to organize the revolution in Egypt.7

Celebrities quickly began hopping on the Twitter 
bandwagon, including, most prominently at fi rst, Ashton 
Kutcher, who became the fi rst user to amass 1,000,000 
followers in April 2009.8 Kutcher demonstrated the ease 
with which one can use the service to further brand 
oneself, letting the public into the heads and private lives 
of celebrities. At the time of this writing , Lady Gaga and 
Justin Bieber have the most followers on Twitter, with 
16,433,586 and 14,970,284 followers, respectively, followed 
by Katy Perry, Kim Kardashian, Britney Spears, and Presi-
dent Obama.9 Twitter takes self-publishing to a whole 
new level, allowing a person to instantly share informa-
tion right from a mobile phone. The moment country 
music phenomenon Taylor Swift has something to say, 
she can broadcast it to over 9,000,000 people immediately, 
and the circulation of that information does not stop 
there, as conventional media from broadcast news to tab-
loid magazines now regularly report on celebrity tweets.10 
Moreover, tweets are further circulated by Google’s add-
ing tweets to its search-engine results.11 

Twitter has enormous potential for good and bad. 
The legal issues likely to arise run the gamut of top-
ics from intellectual property ownership of content and 
privacy and publicity questions to more traditional 
issues relating to employment, defamation, and advertis-
ing, among others. As previously mentioned, one of the 
main reasons why employers working with star talent 
are worried about Twitter is that it allows the celebrity 
to reach fans instantly under any and all circumstances. 
A person may not pause, refl ect and carefully choose 
what he or she tweets. Moreover, tweets are not usually 
vetted by a talent’s manager, public relations executive, 
or publicist before being sent. Furthermore, because an 
individual tweet cannot exceed 140 characters, tweets 
often convey incomplete thoughts or opinions that can 
easily be taken out of context. Yet as discussed below, the 
informal 140-character tweets are on the record, and have 
the potential to reach far more people than any traditional 
form of publicity in much less time, potentially erupting 
in scandal minutes after the send button is hit—and leav-
ing executives, PR managers and the like scrambling to 
mitigate the damages.
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blog, “Up until today, I have posted virtually every one 
of my tweets on my own, but clearly the platform has 
become too big to be managed by a single individual.”32 
Ashton Kutcher is not the only one by any means who 
will not be actually tweeting on “his” Twitter. Accord-
ing to Vanity Fair, both Britney Spears’ and President 
Obama’s tweets are the handiwork of a proxy, “a luxury 
known in the business as ghost-tweeting.” In fact, Presi-
dent Obama admitted that he has never personally sent a 
tweet.”33

Some celebrities are using the service after getting 
fi red from lucrative jobs to build and maintain a fan base 
to use as leverage for future opportunities. Charlie Sheen, 
whose comments in interviews resulted in his fi ring from 
the CBS series Two and a Half Men, took to Twitter to 
extend and take advantage of the public interest in him 
and his new-found reputation as a loose cannon prone to 
crazy ranting. His Twitter account broke records as the 
fastest account to amass 1,000,000 followers—within 25 
hours and 17 minutes of account creation.34 He then used 
this platform to announce his “Charlie Sheen Live: My 
Violent Torpedo of Truth” tour.35

Celebrities may also fall victim to the terms of ser-
vice of many Twitter-related sites, particularly those that 
allow the sharing of pictures. Twitpic, one of the more 
popular services to host and tweet photos, inked a deal 
with World Entertainment News Network in early 2011 
for it to become its “exclusive photo agency partner,” 
and to sell for publication the photos posted by its users, 
which, according to TwitPic’s terms of service, are owned 
by TwitPic.36 The chief executive of World Entertainment 
News Network, Lloyd Beiny, even said in an interview 
with Amateur Photographer magazine, regarding a similar, 
since-terminated deal, that the primary focus of the deal 
was celebrity users.37 This means that celebrities who, for 
example, post photographs of themselves or their families 
to their personal accounts could then see those photo-
graphs sold to tabloids without their permission, and 
without their ever receiving any compensation. Twitpic 
is already involved in a lawsuit regarding its Terms of 
Service, though not celebrity related, from a photograph 
having been posted by a professional photographer being 
re-posted by two different photo agencies, each claiming 
that the site’s Terms of Service allowed its users to “re-
produce and distribute images uploaded by other Twitpic 
users.”38 Another issue involves the question of whether 
an employee or an employer owns a Twitter account after 
an employee has left the employer’s company. In one 
pending case, PhoneDog v. Kravitz, Noah Kravitz began 
writing on Twitter as “PhoneDog_Noah” while working 
at the company PhoneDog Media LLC. Over four years, 
he amassed 17,000 followers.39 When Kravitz decided 
to leave the company, he was told that he could keep 
his Twittter account and all of his followers, but post as 
“NoahKravitz” in exchange for posting occasionally for 

II. Twitter and Celebrity Endorsement Deals
Many celebrities are paid by companies to act as 

spokespeople for their brands. These deals can require the 
celebrities to do on-camera scripted advertisements and 
appear in print or web ads, but they are also beginning 
to include social media ambassadorships. While it was 
always standard for celebrities who endorsed a product, 
such as Pepsi, to be seen holding, interacting with, or 
using, the product in their everyday lives in the hopes of 
those moments being captured by paparazzi, now celebri-
ties are expected to tweet about these products as well. 
Furthermore, some companies are paying a signifi cant 
amount of money to celebrities to be tweeted about. For 
example, Kim Kardashian reportedly collected $10,000 
for tweeting about a shoe company.21 The Federal Trade 
Commission revised its rules in December 2009 specifi -
cally to require celebrities to disclose any ties to compa-
nies that make products they promote using their Twitter 
accounts.22 The United Kingdom’s Offi ce of Fair Trade 
has also launched an investigation into the practice of 
celebrity-sponsored tweets, and has declared that non-
disclosure is a deceptive practice.23

Since a celebrity’s public image is largely the reason 
why certain companies choose to endorse that star, 
advertisers and endorsers are increasingly concerned 
with what a celebrity tweets because of the ease with 
which the celebrity can compromise his or her image.24 In 
fact, National Football League (NFL) star Rashard Men-
denhall lost a lucrative deal as the spokesman for Cham-
pion sports apparel after he tweeted criticisms of the 
celebrations surrounding the death of Osama Bin Laden.25

In a May 11, 2011 letter to Mendenhall, an attorney for 
Hanesbrands (Champion’s parent company) relied on the 
morals clause of the athlete’s contract as support for the 
company’s decision.26 Mendenhall retaliated with a 
$1,000,000 lawsuit against Hanesbrands, claiming that it 
violated his First Amendment rights and that his Twitter 
message was simply his opinion.27 This was not the fi rst 
time a morals clause was invoked in response to an 
athlete’s questionable behavior. For example, Philadel-
phia Eagles quarterback Michael Vick reportedly lost 
endorsement deals following the controversy over his 
participation in a dogfi ghting ring, and Tiger Woods was 
dropped by at least six major endorsers following the 
collapse of his marriage and alleged infi delity.28 

Most recently, perhaps fearing litigation or the loss of 
endorsement deals, the pioneer celebrity tweeter Ashton 
Kutcher turned control over of his Twitter account to his 
management company following controversial tweets re-
garding the Penn State sexual molestation case.29 Kutcher 
recently became the star of CBS’ Two and a Half Men and is 
an investor in over 40 technology companies.30 His social 
media dominance reportedly won him spokesman roles 
at companies such as Popchips, Nikon and Pepsi, so he 
had much to lose from public backlash.31 He wrote on his 
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NBC is one television network that recently created 
guidelines for “Social Media/Blogging/Online Publish-
ing” that apply to all NBC News employees, includ-
ing on-air talent.55 The guidelines specifi cally encourage 
participation in social media, blogging, and other online 
publishing platforms.56 They provide a list of “Do’s 
and Don’ts” for employees for social media and other 
platforms. The list reminds employees to be responsive 
to and respectful of readers and fellow colleagues, and 
to use common sense when posting to a social media 
website.57 The guidelines also state that an employee 
must have prior approval from NBC’s Director of Social 
Media before creating a Twitter feed or blog relating to 
the employee’s work at NBC News. In addition, there is 
a warning against “tweet[ing], retweet[ing], post[ing] or 
link[ing] to anything that NBC News is not prepared to 
report on air or on line” or that might be embarrassing or 
disparaging to NBCUniversal or its personnel. Further-
more, the guidelines forbid an employee from posting 
confi dential or proprietary information and “NBC News 
reporting material (notes, stills, video, etc.) or any unpub-
lished material that you record with your own camera 
while on an NBC News assignment without permission 
of the supervising producer of the segment.”58 This list 
ends by comparing social media outlets to broadcast-
ing, and affi rming: “Don’t defame or disparage anyone. 
In spite of the informal style of blogs, we can be held 
legally accountable for what you publish, just as if it were 
broadcast.”59 Finally, the guidelines tell employees not to 
take positions on controversial or political issues without 
permission, and require NBC News and its personnel to 
“identify themselves when publishing content about, or 
commenting on, matters that pertain to their own report-
ing or any aspect of NBC News or NBCUniversal.”60 It is 
not apparent whether violation of these guidelines could 
lead to termination of an employee. It is certainly impor-
tant for the employer to make these guidelines clear to 
talent, however, since the employer ultimately may not 
want to fi re a leading signed talent due to inappropriate 
tweeting or blogging. Given the nature of talent on televi-
sion, not only will it be hard for the company to disas-
sociate itself with the talent who is terminated, but both 
viewers and the network will ultimately lose out if the 
show is cancelled.

IV. National Labor Relations Board Protections
In response to an abundance of recent lawsuits claim-

ing wrongful termination of employees for comments 
made on social media sites, the National Labor Rela-
tions Board’s (NLRB) Acting General Counsel released 
the fi rst NLRB report on social media in August 2011.61 
In this report, which specifi cally mentioned 14 different 
social media cases, the NLRB essentially found that even 
non-unionized employees’ use of social media could be 
considered protected “concerted activity” under Section 
7 of the National Labor Relations Act.62 However, the 
report outlined one case in particular that exclusively 

PhoneDog.40 Eight months later, however, PhoneDog fi led 
suit against its former employee, claiming that the Twitter 
list was a customer list and property of the company and 
seeking damages of $2.50 a month per follower.41 The 
outcome of this case will be instrumental in establishing 
precedent regarding ownership of social media accounts. 

III. Implementation of Policy Guidelines
As Twitter grows, and more celebrities fl ock to it as 

a means to connect with their fans, it seems increasingly 
important for employers to issue specifi c guidelines as to 
policies for Twitter use. Discussed below are a number 
of instances that have led some companies to implement 
social media and Twitter-specifi c policies.42

The BBC is one company that adopted social media 
policies very early on for both editorial staff and other 
employees.43 The BBC’s overall message in doing so was 
to remind employees to be “mindful of the information 
they disclose on social networking sites.”44 At the time, 
the BBC was especially concerned with reminding editori-
al writers not to reveal political views in order to main-
tain the integrity of the network.45 However, after singer 
Sophie Ellis-Bextor revealed that she would be appearing 
on the BBC’s series Life’s Too Short prior to the network’s 
planned public announcement, it was reported that the 
company was considering banning its stars and other tal-
ent from using Twitter and other public forums to prevent 
leaks.46 A BBC spokesperson explained that under the 
previously written guidelines, most talent tweeting was 
considered “personal usage,” but due to the increasingly 
complicated relationship between the public and private 
space, it was no longer clearly effective to distinguish 
between personal and other use.47 

 Similarly, last spring an extra on the set of Fox’s 
television series Glee let a plot point slip via her Twitter 
account.48 According to a Daily News report, the produc-
tion company behind the show, 20th Century Fox, then 
considered changing all of the show’s talent deals–—from 
series regulars to day players—to include strict punish-
ments for blabbing online.49 That same article revealed 
that ABC-owned ESPN “issued guidelines for tweeting 
while working on network shows” that applied to tal-
ent.50 It also pointed out that the Screen Actors Guild’s 
standard union contracts did not include confi dentiality 
clauses or a non-disclosure agreement.51 Interestingly 
enough, ABC also has a practice of encouraging its talent 
to tweet, albeit within its guidelines, and reserves the 
right to feature these tweets on the network’s homep-
age.52 Additionally, the NFL has a league-wide policy of 
banning the use of social media by a player “or anyone 
representing him on his personal Twitter, Facebook or 
any other social media account” for the 90 minutes before 
kickoff and after the game following the traditional media 
interviews.53 The league also extended its traditional ban 
on play-by-play descriptions of games to social media 
platforms.54
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available to the employer against the employee as a result 
of various misfeasances. Traditionally, the morals clause 
is the paragraph of a contract that allows the employer to 
terminate the talent agreement based on alleged or actual 
immoral behavior by an employee.70 Morals clauses have 
been standard to television talent agreements (as well 
as advertising and motion picture talent agreements) 
since the 1920s, when famous comedian Roscoe “Fatty” 
Arbuckle signed a three-year, $3,000,000 contract with 
Paramount Pictures, only to host a party that resulted in 
his guest Virginia Rappe falling fatally ill in one of his 
bedrooms, causing a scandal to erupt and turning public 
opinion against him.71 During this time there was a lot 
of scrutiny over the morality of the entertainment indus-
try—the Hollywood lifestyle of excess—resentment of 
which was so great that some states passed laws censor-
ing fi lms.72 In order to stem the tide of censorship, many 
studios opted for self-regulation, and the morals clause 
was one of the outgrowths that allowed them to break 
with scandal-affl icted stars (like Arbuckle).73 

Morals clauses are just as relevant today and still a 
clean way to break with a star talent after a scandal. A 
standard morals clause provides as follows: 

Artist will not behave in any manner 
that will subject Artist to public hatred, 
contempt, scorn, ridicule or disrepute, or 
shock or offend the community or any 
organized group therein or refl ect unfa-
vorably upon Producer or those claiming 
through Producer. If Artist is in breach 
of this paragraph or if any of the forgo-
ing has occurred in the past and is given 
publicity, Producer will have the right to 
terminate this Agreement.…74

Accordingly, if a tweet by a talent resulted in public back-
lash or refl ected poorly on the company, the morals clause 
might be able to be enforced by the company to terminate 
the talent’s contract as it has been used to end celebrity 
endorsement deals such as those of Michael Vick and Ti-
ger Woods referred to above.75

Examples of other contract provisions that could or 
explicitly do cover tweets by talent are confi dentiality 
clauses. A confi dentiality clause governing talent in a 
television series reads as follows:

Confi dentiality. Artist shall not disclose 
to any third party any information to 
which Artist has had or will have ac-
cess to concerning the Series and/or any 
of Producer’s or Television Network’s 
operations or programming or other ser-
vices or the terms (other than fee quotes) 
and conditions of this Agreement, except 
as required to fulfi ll Artist’s obligations 
hereunder, as expressly permitted by 

concerned Twitter, where the NLRB determined that a 
newspaper employee’s posting of “unprofessional and 
inappropriate tweets to a work-related Twitter account” 
was not concerted activity.63 This determination is inter-
esting because the employer (a newspaper) had encour-
aged its employees to open Twitter accounts and to use 
social media to get news stories out. In the spring of 2009, 
the employee opened a Twitter account, chose his own 
screen name, and controlled the content of his tweets. He 
disclosed in the biography section of his account that he 
was a reporter for the employer’s newspaper and includ-
ed a link to the newspaper’s website. After he complained 
about another employee on Twitter, however, he was told 
that he was “prohibited from airing his grievances or 
commenting about the newspaper in any public forum.”64 
Thereafter the employee continued to tweet about various 
matters, including homicides in the area, and made one 
tweet that criticized a local area television station. At that 
point, he was suspended and then terminated. 

According to the NLRB’s report, the termination letter 
asserted that the employee had “disregarded guidance to 
refrain from using derogatory comments in any social me-
dia forums that could damage the goodwill of the com-
pany and that the Employer had no confi dence that he 
could sustain its expectation of professional courtesy and 
mutual respect.”65 The NLRB report went on to say that 
the termination did not violate the employee’s Section 7 
rights because the tweets “did not relate to the terms and 
conditions of his employment,” did not “involve other 
employees in issues related to his employment,” and he 
ignored his employer’s warnings to stop.66 This decision 
is somewhat at odds with a situation that arose early last 
year, in February 2011, where the NLRB fi led a complaint 
against a nonprofi t social services provider on behalf of 
employees who were allegedly fi red for posting offensive 
remarks about a supervisor on Facebook. The case was 
decided by an administrative law judge, who concluded 
that the employees’ posts were protected.67 The NLRB’s 
General Counsel report ultimately reached an even 
broader view of protected social media practices when it 
declared that it was unlawful for employers to issue social 
media policies with blanket prohibitions on employees 
making disparaging comments about supervisors, engag-
ing in rude or discourteous conduct, using social media 
outlets for “inappropriate discussions,” or posting photo-
graphs of themselves that depict a company logo.68 The 
NLRB report, however, did concede that a policy requir-
ing that all media contact be fi ltered through designated 
employees was acceptable.69 

V. Contractual Limitations on the Use of Social 
Media by Talent

Specifi cally of interest here are the contracts television 
networks utilize when employing celebrity talent for spe-
cifi c projects. When companies employ talent, standard 
contract provisions outline the basic rights and remedies 
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ticipation in the Series, nor shall I autho-
rize any others to do so. Without in any 
way limiting the foregoing, I shall not at 
any time prepare or assist in the prepara-
tion of any written, audio or visual work 
(including, without limitation, any book, 
blog, vlog, video on YouTube, or post or 
message on Facebook, Twitter, MySpace, 
Vimeo, etc.) or participate in any social 
media that depicts, concerns or relates 
in any way to my participation in or in 
connection with the Series. In addition, 
I shall consult with Producer and the 
Network regarding any and all publicity 
in connection with my involvement in or 
appearance on the series, and I shall not 
consent to any publicity without the prior 
written approval of Producer and the 
Network.77

Additionally, a General Manager of numerous Broadway 
shows has recently begun inserting the following lan-
guage into actor contracts:

Actor agrees not to disclose private infor-
mation about rehearsals, performances 
or related information about the Play 
in any media (including but not limited 
to platforms such as Twitter, Facebook 
and other social networking platforms) 
without prior written consent of the 
Producer.78

The updated clauses above demonstrate the types of 
provisions that individual contracts should contain with 
respect to Twitter and other social media platforms. Since 
traditional morals clauses cover “acts” or active conduct, 
and not “speech,” it seems prudent to specify the types of 
statements that the company employer does not want to 
be associated with over Twitter. As the traditional clauses 
demonstrate, however, there is a long-standing practice of 
media companies restricting what is said about their proj-
ects. As more and more networks or television series have 
Twitter accounts, including some in which characters 
also tweet, it is foreseeable that talent might negotiate for 
a similar promise from the company (something like an 
updated reverse-morals clause) that it will not use its own 
social media, and will instruct those posting to company 
Twitter accounts, not to defame or disparage, or make 
certain comments about the employed talent.79 

Even with the tradition of confi dentiality clauses and 
restrictions on what an employee may disclose to the pub-
lic, there are still a variety of legal questions relating to 
contractual limitations on media postings that will likely 
need to be decided by the courts. Most notably is whether 
there is any First Amendment violation by placing such 
limitations on employees’ speech.80 For example, tak-
ing the last contract provision, what constitutes “private 

Producer in writing or as required by 
law. Artist shall not make or authorize 
others to make any statement to any 
media service with respect to the Series, 
without Producer’s prior written ap-
proval in each instance. Notwithstanding 
the foregoing, Artist may make incidental 
references in personal publicity following 
the broadcast of the fi nal episode of the 
Series in which Artist appears. Except as 
specifi cally provided herein or as other-
wise authorized by Producer, Artist shall 
not, on Artist’s own behalf, and shall not 
authorize others to, publicize, advertise 
or promote Artist’s appearance on the 
Series or use or disclose to any party any 
information or trade secrets obtained or 
learned as a result of Artist’s services in 
the Series, including without limitation 
any information concerning or relating to 
the Series, the performers, participants, 
the events contained in the Series, the 
outcome of the Series or any of the other 
narrative details of the Series, for a period 
from the date of this Agreement until 
three (3) years after the initial broadcast 
of the last episode of the Series in which 
Artist appears. Artist shall keep confi den-
tial all the fi nancial and other material 
terms of this Agreement and shall not 
disclose them except to the extent nec-
essary to comply with law or the valid 
order of a court of competent jurisdiction, 
in which event the party making such 
disclosure shall so notify the other and 
shall seek confi dential treatment of such 
information (if available).76

While standard morals and confi dentiality clauses could 
arguably cover the act of tweeting, they do not seem to 
be the most effective way to balance the employer’s and 
employee’s interests. Thus, it becomes necessary to think 
about what type of clause or language would strike the 
balance between affording the appropriate level of per-
sonal expression, while also preserving the companies’ 
legitimate desire for its star talent to refrain from generat-
ing controversy. 

The example that follows is an updated confi dential-
ity clause in an individual contract for a television reality 
show that prohibits all use of social media relating to the 
talent’s involvement in the production:

Except as otherwise required or permit-
ted by Producer and the Network, I shall 
not advertise or promote my participa-
tion in the Series or receive or generate 
any monetary advantage from my par-



32 NYSBA  Entertainment, Arts and Sports Law Journal  |  Spring 2012  |  Vol. 23  |  No. 1        

(if at all), what company employees may say about other 
employees, what degrees of information can be shared, if 
anything, and the various consequences for violations of 
the policy, including the take-down rights of the company 
if something is posted with which it does not agree. 

Entertainment companies should also include spe-
cifi c language in a celebrity talent’s individual contract, 
either referring to the company’s social media policy 
guidelines (and thus putting the talent on notice that 
such guidelines exist) or specifi cally articulating what 
the talent may or may not do or say on Twitter and other 
social media platforms. As troubling as leaks can be for a 
network or studio, banning use of Twitter and other social 
media platforms neither seems realistic nor prudent. As 
discussed, Twitter can have tremendous promotional ben-
efi ts for both the talent and the employer, and has already 
become so ingrained in culture that it would be hard to 
stop it. Tweeting among celebrities is so commonplace 
that celebrities might not consider how their statements 
refl ect on the companies or specifi c projects, or realize 
that tweeting can constitute inappropriate and actionable 
behavior in the absence of such contractual clauses and 
policy guidelines. 
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exceptions, however, it is important to recognize the sig-
nifi cant difference between ownership of legal title and 
ownership of copyright.

Legal Title vs. Copyright
The purchaser of an original work of art only ac-

quires legal title to that one original work; the underlying 
copyright is not transferred. Instead, copyright remains 
with the artist or his or her successor in interest. Thus, a 
consignor seller who owns an original work of art cannot 
grant to a gallery or auction house any rights greater than 
what that owner has (bare legal title) with no right to ex-
ercise any of the exclusive rights reserved to the copyright 
owner under Section 106 of the Act.

First Sale Doctrine
Without the statutory exceptions, there could never 

be a legal art exhibition or sale, as either would invoke the 
exclusively reserved “display” and “distribution” rights 
of the copyright holder. In its wisdom, however, Congress 
included two key exceptions in the Act that facilitate the 
resale of copyrighted works and grant a limited “display” 
right. These two exceptions are largely responsible for the 
legal existence of galleries, auction houses, and museums 
that display and sell works still under copyright.

First, Section 109, or the “fi rst sale doctrine,” provides 
that: 

Notwithstanding the provisions of sec-
tion 106(3) [the exclusive distribution 
right], the owner of a particular copy or 
phonorecord lawfully made under this 
title, or any person authorized by such 
owner, is entitled, without the authority 
of the copyright owner, to sell or other-
wise dispose of the possession of that 
copy or phonorecord.

Thus, someone who owns an original work of author-
ship protected by copyright (referred to as a “particular 
copy” in Section 109) is free to sell it. That particular 
single work may then be resold innumerable times, with-
out limitation, including by a gallery or auction house 
that is “authorized” by that owner to conduct a sale. The 
fi rst sale doctrine is responsible for all aftermarket sales of 
copyrighted materials, including art, used records, music 
CDs, and books.

A prominent New York City art gallery is preparing 
for a show highlighting a new exhibition of known and 
upcoming artists, some of whom are alive and others re-
cently deceased. In preparing the show’s catalogue, which 
will not be sold publicly, the gallery intends, as is long-
standing custom, to include high-quality photographs of 
all the works in the exhibition. Most photos are obtained 
from the living artists themselves, or from the estates or 
trusts that control the underlying copyrights and repro-
duction rights of the deceased artists’ works. In a few cas-
es, however, the gallery will need to take its own photos. 
As a courtesy gesture, it intends to ask for approvals to do 
so from these few artists or their representatives.

A problem arises, however, when a deceased artist’s 
administering trust questions the provenance of one of 
that artist’s pieces in the exhibition and refuses to grant 
permission for the gallery to photograph any of the works 
for use in the catalogue or for any other purpose in con-
nection with the exhibition. Can the gallery nevertheless 
take photos of these works and use them in its catalogue, 
which will not be sold or posted online but only given to 
attendees at the exhibition? Does it a make a difference if 
the catalogues will be sold or made available digitally on 
the gallery’s website? 

As the issue revolves around copying and displaying 
images of the original pieces of art, the answer should lie 
in several provisions of the U.S. Copyright Act of 1976 
(the Act). Yet while providing critical guidance, the Act 
may not entirely provide a clear-cut answer.

Copyright Protection of Artworks
Copyright protects original works of authorship from 

the moment of their creation. In the case of an individual 
artist, the artist owns the copyrights of his or her original 
artworks, and the copyright term lasts for the life of the 
artist (the “author”) plus another 70 years after his or her 
death. Section 106 of the Act reserves to the copyright 
owner specifi cally enumerated “exclusive” rights, which 
include (as relates to art) the rights of reproduction (copy-
ing), public display and distribution (by sale/assignment, 
rental, lease/license or lending), and the right to prepare 
derivative works based on the original. Notwithstanding 
these exclusive rights granted to the copyright owner, the 
Act carves out two important exceptions related to what 
is referred to as the “fi rst sale doctrine” and, particularly 
germane to artworks, a limited display right granted to 
an “owner” of an original work. Before discussing these 

Use of Art Images in Gallery and Auction Catalogues: 
Copyright Minefi eld and Practical Advice
By Barry Werbin
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cluding multiple copies for classroom 
use), scholarship, or research, is not an in-
fringement of copyright. In determining 
whether the use made of a work in any 
particular case is a fair use, the factors to 
be considered shall include—

(1) the purpose and character of the use, 
including whether such use is of a com-
mercial nature or is for nonprofi t educa-
tional purposes;

(2) the nature of the copyrighted work;

(3) the amount and substantiality of the 
portion used in relation to the copyright-
ed work as a whole; and

(4) the effect of the use upon the potential 
market for or value of the copyrighted 
work.

Taking photos of artworks for use in an exhibition 
or auction catalogue does not fall squarely within the 
above-enumerated fair use examples, as such copying 
and display do not facially qualify as criticism, comment, 
news, teaching, research, or parody. (Although catalogues 
ultimately may be used for reference and research that is 
typically not the original reason a catalogue is created.) 
Section 107 does not make express exception for making 
copies for “descriptive” or “display” uses (i.e., to simply 
describe and display images of what is in an exhibition). 
This contrasts with U.S. trademark law, which does accept 
a “descriptiveness” defense where a third party’s trade-
mark is used merely descriptively and not in a trademark 
sense. The delineated statutory examples, however, are 
just that—examples—as the statute’s preamble refers to 
“the fair use of a copyrighted work, including such use by 
reproduction in copies…for purposes such as….” Thus, 
there is room for courts to fi nd that copying for other 
purposes that are consistent with the policies underlying 
Sections 107 and 109(c) also qualifi es as fair use. Argu-
ably, such use is also commercial in nature if the catalogue 
will be sold or otherwise used to market an exhibition or 
auction at which the art will be offered for sale; but the 
existence of some commercial aspect of a work has not 
precluded a fair use fi nding in all cases because it is just 
one of the primary factors to be considered by a court.

The fourth fair use factor is particularly signifi cant be-
cause taking photos of art for use in a catalogue will likely 
not have any negative effect “upon the potential market 
for or value of the copyrighted work.” Yet the four listed 
factors also must be balanced by the courts. Even where 
one factor might win the day, the others may be more 
weighted either against or in favor of fair use, and courts 
must not lose sight of the fundamental principles under-
lying the fair use doctrine.

Yet what about the display right that also is exclusive 
to the copyright owner? Section 101 of the Act defi nes 
“display” as follows: “To ‘display’ a work means to show 
a copy of it, either directly or by means of a fi lm, slide, 
television image, or any other device or process….”

While Section 106 reserves to the copyright owner the 
exclusive right to display a work publicly and the right of 
reproduction, Section 109(c) carves out a special limited 
exception (tied to the fi rst sale doctrine) for the display of 
a copy of a work rightfully owned: 

(c) Notwithstanding the provisions of 
section 106(5) [the exclusive display 
right], the owner of a particular copy 
lawfully made under this title, or any 
person authorized by such owner, is en-
titled, without the authority of the copy-
right owner, to display that copy publicly, 
either directly or by the projection of no 
more than one image at a time, to view-
ers present at the place where the copy is 
located.

This Section is responsible for permitting all “dis-
plays” of copyright-protected art by galleries, auction 
houses, and museums. Yet Section 109(c) does not on its 
face permit any copying of a “particular” work, includ-
ing the taking of any photographs and publishing them 
in a catalogue or on a website. This exception is further 
limited to a display only to “viewers present at the place 
where the copy is located.”

The limited scope of the Section 109(c) exception 
seems pretty clear on its face. Nothing in Section 109(c) 
expressly permits our hypothetical gallery to take its own 
photos and use them in a catalogue in connection with an 
exhibition. Thus, the gallery’s legal fallback becomes the 
complex and frequently litigated concept of “fair use” un-
der Section 107 of the Act.

Fair Use Doctrine
The “fair use doctrine” has a long, complex, and tu-

multuous history in the courts that is beyond the scope of 
this article. In brief, the doctrine is intended to permit cer-
tain uses of copyright-protected materials as exceptions 
to what otherwise would be infringing activity. Section 
107, which codifi es the doctrine, provides a non-exclusive 
list of such permissible uses that are then subject to a non-
exhaustive list of four specifi c criteria courts are required 
to address to determine whether “fair use” exists. The rel-
evant text of Section 107 is rather brief:

[T]he fair use of a copyrighted work, 
including such use by reproduction in 
copies … for purposes such as criticism, 
comment, news reporting, teaching (in-
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the fair use criteria under Section 107 as it is written, 
because such use is essentially “commercial,” the entire 
image is copied (photographed), and the copy is not be-
ing used for a “transformative” purpose. On the other 
hand, an enticing argument can be made that, while it 
may not truly be “transformative,” when a photo is be-
ing used solely to identify the art in an auction or exhibi-
tion (where such display is authorized by Section 109(c) 
of the Act), the use of the photo in a catalogue for such 
limited purpose is merely incidental to a permissible use, 
and only improves the potential market for the work. 
It should therefore be considered fair use, although be-
ing the test case in the courts would be protracted and 
expensive.

Galleries and auction houses have always printed 
beautiful high-resolution catalogues with images of art 
not in the public domain. However, the issue of seeking 
advance permissions rears its ugly head when an artist’s 
representative objects to such photographic copying be-
cause, for example, the representative does not accept the 
provenance. Moreover, because the owner of an artwork 
seeking to sell it (unless it is the actual artist or his or her 
legal representative) owns only that “copy,” and does not 
own the underlying copyright rights, the owner cannot 
legally grant a gallery or auction house permission to 
photograph the work from a copyright standpoint.

With all this in mind, the conservative approach 
would be to seek permission to photograph from the 
rights owner, his or her agent, or a clearinghouse, and to 
always do so if the image will be used on the cover of a 
catalogue or prominently in advertisements or marketing 
materials to promote an auction or exhibition. In most 
cases, this should not be an issue because, as a practical 
matter, most artists or their representatives are happy 
with this practice as it promotes the works and creates 
and maintains underlying markets for the art. Yet in the 
case of a deceased artist without an estate representative 
or non-U.S. works under copyright, for example, licensors 
or clearinghouses will need to be contacted for permis-
sion, which likely will require payment of some license 
fee tied to the notoriety of the artist, scope of use, and 
number of catalogues to be printed.

Real World Examples
Gagosian Gallery, for example, always asks living 

artists for permission to photograph works going into 
its exhibitions for use in its catalogues. Andrea Crane, a 
Director at Gagosian Gallery in New York, says that do-
ing shows with living artists requires a “close collabora-
tion with the artists,” who are pleased to cooperate. “The 
catalogues tend to benefi t the artist by complementing the 
artwork,” notes Alison McDonald, Gagosian’s Director of 
Publications.3

To complicate matters, in recent years courts have 
also read into the fair use statute a requirement that un-
der the fi rst factor (“purpose and character of the use”), 
to be “fair” and thus not infringing, a use must also be 
“transformative.” This concept has become controversial 
as courts have disagreed over what that term means. Es-
sentially, the “transformative” concept looks at the use 
made of the copy and whether it is for a purpose different 
from that of the original work. As the U.S. Supreme Court 
noted in Campbell v. Acuff-Rose Music, Inc.,1 a work is 
generally deemed “transformative” when the new work 
does not “merely supersede the objects of the original 
creation,” but rather “adds something new, with a further 
purpose or different character, altering the fi rst with new 
expression, meaning, or message.” The non-exclusive 
permissible uses listed in Section 107, such as for com-
mentary on or criticism of a copyrighted work (which in-
cludes parody), are themselves “transformative” uses.

As another example, Google has successfully defend-
ed its image search feature under a fair use argument. 
Google’s image search results display digital thumbnail 
images, which are reduced, lower-resolution versions 
of full-sized images stored on third-party computers. 
The image search results are generated in response to 
end users’ search queries for artwork, photos, and other 
graphical works on the Internet, thereby transforming the 
thumbnail copies displayed in the search results into a 
research tool. Google also generates advertising revenues 
by tying sponsored third-party ads to certain search re-
sults. The Ninth Circuit Court of Appeals ruled on this 
issue in a key 2007 decision, where it found that “the 
signifi cantly transformative nature of Google’s search en-
gine, particularly in light of its public benefi t, outweighs 
Google’s superseding and commercial uses of the thumb-
nails in this case.”2

Applying the Law
Back, then, to our hypothetical exhibition catalogue. 

Is photographing artwork to display in an exhibition or 
auction catalogue “transformative”? Does it satisfy the 
statutory fair use factors? Can an analogy be drawn to 
the Google image “search” service? Under a fair use para-
digm, should the fi rst sale doctrine and the “display” ex-
ception contained in Section 109 of the Act, by implication 
to carry out their intended purposes, permit a “descrip-
tive” use of art photographs simply to describe the works 
in an auction or gallery exhibition catalogue? Denying 
such limited copying and display right arguably under-
mines the purpose of the display exception in Section 
109(c), which facilitates auctions and exhibitions, because 
without it the ability to promote such sales and exhibi-
tions is severely compromised. After all, this is visual art.

These are as of yet undecided legal questions, but 
there are cogent arguments that such use does not meet 
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Conclusion
What guidance should gallery owners and auction 

house directors take away from all this? Apart from con-
sulting with intellectual property legal counsel, prudence 
dictates taking a conservative and practical approach, 
especially in these litigious days in the art world. Some 
well-funded gallery or auction house may one day pick 
the fair use catalogue fi ght, but it will be expensive and 
protracted, and the outcome will be uncertain.

Endnotes
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3. Interviews of Andrea Crane and Alison McDonald conducted on 
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According to Ms. McDonald, Gagosian often deals 
with deceased artists’ estates, which typically grant rights 
to photograph their artists’ works for use in catalogues. 
In cases where estates cannot be contacted or do not exist, 
says Ms. McDonald, permissions are sought, typically for 
a fee, from artists’ publishers and clearinghouses, such as 
Visual Artists and Galleries Association (VAGA), Artists 
Rights Society (ARS), and the Design and Artists Copy-
right Society (DACS). If consent cannot be obtained, an 
image of the artwork is not used.

Likewise, Christie’s auction house “always obtains 
permissions or licenses to use art images on the cov-
ers of its catalogues and in advertising collateral,” says 
Karen Gray, Christie’s General Counsel.4 Ms. Gray notes, 
however, that “there is a compelling fair use argument 
for using smaller photos of art tied to the applicable lot 
description within a particular catalogue, as this is consis-
tent with the policy under Section 109(c), which permits 
display of the  art without the copyright owner’s permis-
sion, and principles of fair use.” Catalogues retained for 
archival purposes (both in hard copy and digitally on 
Christie’s website) serve a research and reference pur-
pose, which falls more squarely within the traditional 
scope of fair use.
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Many, however, argued that the cost was too high, 
violating copyright and antitrust laws. Google had pro-
ceeded to scan, digitize, and copy books….without any 
attempt to contact the rights holders beforehand. In so 
doing, Google reversed the default copyright scheme by 
shifting the burden to rights holders to assert their rights. 
In sum, millions of books scanned by Google were still 
under copyright, and Google had not obtained permis-
sion of the authors and publishers to scan the books. 

Consequently, in 2004, certain authors and publishers 
brought a class action charging Google with copyright 
infringement. The authors sought damages and an order 
stopping the wholesale infringement. Google’s defense 
was principally fair use—that although they infringed the 
copyrights, the use fi t within the statutory exception to 
copyright infringement. 

The parties engaged in document discovery, began 
settlement negotiations, and entered into a proposed set-
tlement, which was preliminarily approved by the court 
in November of 2008. Notice of the proposed settlement 
triggered hundreds of objections, so the parties continued 
to negotiate, which resulted in an Amended Settlement 
Agreement (ASA). This ASA was the subject of a day- 
long fairness hearing, which resulted in the thoughtful 
decision discussed below.

Google could continue in perpetuity to digitize books, 
sell subscriptions to electronic databases, sell online ac-
cess to individual books, and sell advertising in the dis-
play of online pages. It would pay rights holders 63 per-
cent of revenues received and would fund the creation of 
a Book Rights Registry listing the works, rights holders, 
and revenues. 

Rights holders could exclude their books from some 
or all of the uses and altogether remove their books from 
the database, but they would have to actively opt out of 
the settlement. The class consists of anyone with a copy-
right interest in any of the works digitized as of January 
2009. Rights holders could also ask Google not to digi-
tize any books not yet digitized, and Google would use 
“Reasonable Efforts” not to do so. In other words, authors 
would have to have knowledge of and opt out of the 
settlement.4

One can question as to how many authors with a 
copyright interest since 2009 and potential class members 
have registered their copyrights, know whether their 
works were digitized by Google, and know how to opt 
out of the settlement. Another major and controversial 

Google’s ambition to create the world’s largest digital 
library and bookstore has run into a 300-year-old legal 
concept: Copyright. Richard Prince’s appropriation of 
Patrick Cariou’s photographs of Rastafarians and the mil-
lions made by him and the Gagosian Gallery met a formi-
dable obstacle in Judge Deborah Batts. A class of authors 
(and publishers) sued to stop Google, and Cariou sued to 
stop Prince and Gagosian. Surprisingly, both resulted in 
decisions which favored the working author and fi ne art-
ist over the powerful company and art world moguls.2 

Both Google’s Library Project and the fate of appro-
priation artist Richard Prince have stirred a great deal 
of controversy. Most expected Google to ultimately pre-
vail—because it usually does—and expected Prince’ use 
of Cariou’s photographs to be deemed a fair use, and that 
Gagosian would also avoid liability. This article will de-
scribe the lawsuits against Google, Prince and Gagosian, 
their groundbreaking decisions, and what each portends 
for the literary, academic, and art worlds, and specifi cally 
for the working writer and artist.

Google
In 2004, Google announced that it had entered into 

agreements with four university libraries, Harvard, Stan-
ford, Oxford, the University of Michigan, and the New 
York Public Library to “digitally scan the books from their 
collections so that users worldwide can search them.…” 
Google reproduced millions of protected books in their 
entirety without permission of the copyright owners (and 
also books in the public domain), through systematic 
scanning operations set up with large research libraries. 
Once scanned, the books were indexed electronically, al-
lowing end-users to search by title and other bibliograph-
ical information. Google returned hits to its customers 
that included the option of browsing “snippets,” except 
for public domain books, which could be viewed and 
downloaded in their entirety.

Google proclaimed the benefi ts of the book project. 
Books would become more accessible; libraries, schools, 
researchers, and disadvantaged populations would gain 
access to far more books. Digitization would facilitate 
the conversion of books to Braille and audio formats, in-
creasing access for individuals with disabilities. Authors 
and publishers would benefi t as well, as new audiences 
would generate new sources of income. Older books—
particularly out-of-print books, “many of which are fall-
ing apart buried in library stacks—would be preserved 
and given new life.”3

Google, Richard Prince, and Gagosian: The Courts’ 2011 
View of “Borrowing” and What It Portends for the Arts1

By Carol J. Steinberg
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At the same time, it voiced support for a modifi ed settle-
ment that addressed its concerns and expressed strong 
support for a vibrant marketplace for the electronic dis-
tribution of copyrighted works, including in-print, out-
of-print, and orphan works, but it still raised signifi cant 
concerns about the settlement. The three main concerns of 
the DOJ were:

(1) To make large numbers of copyright works avail-
able to the public in electronic form while provid-
ing compensation to authors and publishers;

(2) To create a marketplace where consumers pay 
competitive prices for benefi ts received, with mul-
tiple outlets from which to obtain access to the 
work; and

(3) To fully protect the rights of absent class 
members.8

Judge Chin held a day-long fairness hearing where all 
could express their views and concluded that the settle-
ment was not fair, not adequate, and not reasonable. He 
quoted one objector who said: “Google pursued its copy-
right project in calculated disregard of authors’ rights. 
Its business plan was: ‘So, sue me.’”9 He also articulated 
the objection of academic authors to the settlement: “The 
Google Book Search initiative…is not a library. It is in-
stead a complex and large-scale commercial enterprise in 
which Google—and Google alone—will obtain a license 
to sell millions of books for decades to come.”10 He aptly 
expressed the concerns of owners of orphan works in a 
letter from an author from Texas, who gave the example 
of her grandfather, who self-published a memoir called 
Dust and Snow, in 1988. He passed away in the 1990s and 
copyright passed to his daughters. She observed:

From Google’s point of view, Dust and 
Snow is an “orphaned” book. If and when 
Google scans it, the company is likely 
to be unsuccessful in trying to locate 
the publisher, since the book was self-
published and my grandfather is now 
deceased. In essence, the way the settle-
ment is written, such “orphaned” titles 
are automatically handed to Google free 
of charge to do with as it will. From my 
family’s point of view, Dust and Snow is 
not orphaned at all. It is very clear who 
owns the copyright. So why is Google 
being granted the automatic right to 
take over the copyright of books like my 
grandfather’s?11

Judge Chin expressed general support for a universal 
digital library and in his infi nite wisdom rejected the set-
tlement, stating that many of the concerns raised would 
be ameliorated if an opt-in, rather than opt-out settle-
ment would be adopted. An author would have to know 
about the case, understand its ramifi cations, and decide 

aspect of the ASA is that Google would obtain and retain 
the rights to orphan books (where the copyright holders 
cannot be found) and out-of-print books. In other words, 
Google could digitize, sell, and license rights to out-of-
print books and books whose authors cannot be found.

Hundreds of objections to the proposed settlement 
were fi led with the court. Below is a summary of the 
concerns.

Notice Concerns 

The class consists of anyone with a copyright interest 
as of January 2009.5 If an artist’s copyright was not regis-
tered, chances are that he or she did not receive notice of 
the settlement, and his or her interests may not have been 
represented. 

Copyright Concerns

As aptly expressed by the Copyright Offi ce (by Ma-
rybeth Peters, then the Register of Copyrights), the settle-
ment is not a resolution of existing claims, nor a method 
for paying damages for unauthorized uses (as settlements 
usually are). Rather, the proposed settlement could affect 
the exclusive rights of millions of copyright owners, in 
the U.S. and abroad, with respect to their abilities to con-
trol new products and new markets, for years to come.6

Register Peters praised some aspects of the settle-
ment—the creation of a rights registry which could allow 
the licensing of digital work and a mechanism for paying 
the authors, the promise to offer millions of titles through 
libraries in formats accessible to those who are blind or 
print-disabled (which should be the bottom line for any-
one in digital publishing), and the increased ability of 
libraries to offer books in electronic formats. 

Nonetheless, she argued, allowing Google to con-
tinue to scan millions of books into the future on a rolling 
schedule with no deadline is tantamount to creating a 
compulsory licensing system, which undermines the abil-
ity of a copyright holder to control his or her work. In ad-
dition, the proposed settlement drastically compromises 
the rights of owners of out-of-print books. Those authors 
continue to own copyright, whether or not the book is 
in print. To allow a commercial entity to sell such works 
without consent is an end run around copyright law. In 
addition, Congress is attempting to enact orphan works 
legislation, which would create a fair system of allowing 
users to use orphan works with many built-in protections 
to protect the actual copyright owners.7

Antitrust Concerns

Antitrust experts questioned whether a single com-
mercial entity would own too much of the digital book 
market and inhibit potential competition. Small libraries 
feared they would face exorbitant prices for access to the 
database. The United States Department of Justice (DOJ) 
raised signifi cant concerns about the proposed settlement. 
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Yes Rasta and photos appropriated from other sources and 
some original painting. 

Gagosian showed 22 of the 29 paintings at its Man-
hattan gallery in the fall of 2008. The paintings were sold 
for prices ranging from $400,000 to $2,430,000. In Decem-
ber 2008, Cariou sued Prince and Gagosian for copyright 
infringement and sought a fi nding of copyright infringe-
ment, damages and an order stopping their sale, display, 
and reproduction. Prince and Gagosian argued that the 
paintings were protected under the fair use doctrine.13

Cariou claimed that he was fi nancially damaged by 
the show. The Celle gallery in Manhattan had planned to 
exhibit 40 of the works at the gallery and to have the book 
re-printed for a book signing, also to be held at the gal-
lery. However, when the gallery owner became aware of 
the “Canal Zone” show at Gagosian, she decided to can-
cel the show. She said that she did not want to capitalize 
on Prince’s notoriety, and that the show had already been 
done.14

In her decision, Judge Batts reiterated that fair use is a 
case-by-case analysis and, as she must, analyzed the four 
factors outlined in the copyright law. The fi rst factor is the 
purpose and character of the use. Was the use transforma-
tive is the central question? Does it create something new 
with a different purpose and character? She found that 
just using the raw ingredients of the original work does 
not make a work transformative. Prince’s work could well 
be deemed a derivative work or adaptation, which is the 
legal right of the copyright owner. Judge Batts wrote that 
if every copyright infringement is claimed to be a higher 
or different artistic use, there would be no limit to the fair 
use defense.

Prince had testifi ed that he had no interest in the 
meaning of the photographs he uses and that he does not 
really have a message in the art he makes. He did not in-
tend to comment on the work or the broader culture. He 
intended to pay homage to other painters, including War-
hol, de Kooning, Cezanne and Picasso, and to create beau-
tiful artwork for a screenplay he was writing. The court 
found the work to be only minimally transformative.

In addition, in analyzing the fi rst prong, the court 
must consider whether the work serves a commercial 
or nonprofi t purpose and whether there was bad faith 
in the defendant’s conduct. The paintings were sold for 
$10,480,000 and seven others exchanged for art valued at 
$8,000,000. Judge Batts recognized the public interest and 
cultural value of public exhibition but found that espe-
cially Gagosian’s exploitation of the work was primarily 
commercial. As to bad faith, Prince stated that he does 
not consider whether work is protected by copyright or 
in the public domain. He appropriates work that he likes. 
Taking all this into account, she found that the fi rst fac-
tor favored Cariou. (Recall when Jeff Koons appropriated 

that he or she wanted to be governed by the settlement 
agreement.

The Google litigation is complex. Many do not fully 
understand it. Yet common sense and a general sense of 
fairness dictate that an opt-in approach is fairer. As the 
settlement would affect everyone with a copyright in a 
book since January 2009, and most copyright owners do 
not understand their rights, let alone the ins and outs of 
a complex settlement, Judge Chin’s approach is a fair one 
and takes into account the reality of an author’s, book 
consumer’s, and the public’s concerns, as opposed to 
just that of one of the most powerful corporations in the 
world.

Cariou 
The story of the Cariou v. Prince and Gagosian lawsuit 

is just as important to the art world as the Google case 
is to the literary world. Patrick Cariou is a professional 
photographer who spent six years with Rastafarians in 
Jamaica, gaining their trust and taking their portraits. 
He published a book of photographs taken during this 
time called Yes Rasta. It contained compelling portraits 
of individual Rastafarians, as well as landscapes. Cariou 
testifi ed at length about the creative choices he made in 
deciding which equipment to use in making the photos, 
staging choices when composing and taking individual 
photos, and the techniques and processes he used. He 
also was heavily involved in the editing, layout, and 
printing of Yes Rasta.12 

Richard Prince is a well-known appropriation art-
ist, who has shown at numerous museums and galleries, 
including a solo show at the Guggenheim. In December 
2008, Prince showed artwork at the Eden Rock hotel in 
St. Barts. Among the work shown was a collage called 
“Canal Zone,” named for the area in Panama where he 
was born. The “Canal Zone” collage consisted of 35 pho-
tographs torn from Yes Rasta and attached to wooden 
backer board. Prince painted over some of the fi ve photos 
and used only portions of some, while others were used 
in their entirety. Portions of “Canal Zone” were published 
in a magazine article about Prince’s “Canal Zone” show 
at the Gagosian gallery. Prince intended that it serve as 
an introduction to the characters he intended to use in a 
screenplay and in a planned series of artworks also to be 
called “Canal Zone.”

Prince ultimately completed 29 paintings for his 
“Canal Zone” series, 28 of which included images from 
Yes Rasta. The work was inspired by a screenplay he was 
writing about a reggae band in a post-apocalyptic world 
set in St. Barts. The story is an account of survivors of a 
nuclear attack who create “gangs” or “tribes” that take 
over resort hotels. Some consisted almost entirely of im-
ages from Yes Rasta, collaged, enlarged, cropped, tinted 
and/or over-painted while others used just portions of 
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confi rmation that Richard Prince went too far. They agree 
with Judge Batts that to take someone’s work, who put 
his heart and soul and all of his creative juices into it, and 
to add a few lines and paint here and there, and then sell 
the new work for millions, precluding the original art-
ist’s ability to monetize his art, is not a “fair use.” They 
express concern that a well-known artist can appropriate 
a lesser-known artist’s work “just because he likes it” and 
then justify it in the name of appropriation art.19 

The case and decision raise complex and diffi cult is-
sues. Is every taking ok so long as it is done in making 
new art? Would the result have been different if a lesser-
known artist had appropriated another artist’s work, or 
if the works were shown at a lesser-known gallery? Is 
any appropriation to make “art” ok? Is the borrowing in 
this case a bona fi de creative process or exploitation of 
someone else’s work? Is the appropriation of Cariou’s 
photographs the same as appropriating a urinal, a soup 
can label, or a Marlboro man ad? Is it different when it is 
someone’s heartfelt creative work? Is there a line that can 
be delineated? Did Prince cross it? 

Since the question of whether a work is transforma-
tive lies at the heart of the fair use question, it is useful 
to look back at the defi nition articulated so brilliantly in 
Judge Pierre Leval’s landmark law review article Toward 
A Fair Use Standard, which was the heart of the Supreme 
Court’s decision defi ning the fair use standard:20 

Does the use fulfi ll the objective of copy-
right law to stimulate creativity for public 
illumination?...it isn’t suffi cient simply to 
conclude whether justifi cation exists. The 
question remains how powerful, or per-
suasive, is the justifi cation… I believe the 
answer to the question of justifi cation 
turns primarily on whether, and to what 
extent, the challenged use is transforma-
tive.… A quotation of copyrighted ma-
terial that merely repackages or repub-
lishes the original is unlikely to pass 
the test…it would merely “supersede”…
the original. If, on the other hand, the 
secondary use adds value to the origi-
nal—if the quoted matter is used as raw 
material, transformed in the creation of 
new information, new aesthetics, new 
insights and understandings—this is 
the very type of activity that the fair use 
doctrine intends to protect for the en-
richment of society.21

Prince’s appropriation, in this author’s opinion, does 
not meet this standard.

Artists are not going to perform legal analyses in their 
studios in order to determine if their borrowings are fair, 
so it is our responsibility as educators and lawyers to help 

Art Rogers’ photograph of a couple with a string of pup-
pies. Koons tore off the copyright notice and sent it to his 
fabricator in Italy and told him to copy it. The Court also 
found bad faith in that case).15

The second factor is the nature of the copyrighted 
work. The more heavily creative the original work, the 
less justifi ed is the secondary user. Since Cariou’s work is 
heavily creative, this factor also favored Cariou.

The third factor is the amount and substantiality of 
the portion used and whether it was necessary to further 
the use. Since Prince appropriated the central fi gures de-
picted in Cariou’s portraits and “those central fi gures are 
of overwhelming quality and importance to Cariou’s pho-
tos, going to the heart of the work,” she found that the 
amount of the taking was more than was necessary.

Finally, the fourth factor is the effect of the taking on 
the market for the original work. Since the gallery owner 
cancelled the exhibition of Cariou’s photographs and the 
book signing because of the Gagosian show, the court 
concluded that the taking had a great effect on the market 
for the original work. Cariou also won on this factor.

In a scathing decision, Judge Batts denied Prince’s 
and Gagosian’s claim of fair use and ordered that all of 
the “infringing” work, including paintings and unsold 
copies of the “Canal Zone” book, be delivered to the court 
for impounding or destruction as Cariou determines. In 
addition, Prince and Gagosian had to notify all current or 
future owners of the paintings that they were infringing 
and could not be lawfully displayed.16

The decision is being appealed, so we will see how it 
turns out. There is certainly controversy about this deci-
sion. Some hail it as a courageous judge who stopped 
an artist who just went too far. Others predict that it will 
have a chilling effect on making art and on the art market. 

Critics of the decision cry that it will de-stabilize 
the art market and chill the creation of new work. They 
complain that the judge failed to understand the long his-
tory of appropriation art, which began with Duchamp’s 
appropriation of a common urinal, led to Warhol’s appro-
priation of a Campbell’s soup label, and Sherri Levine’s 
re-photographing of a Walker Evans’ work (to make a 
point about the dominance of men in contemporary art). 
These critics claim that the judge failed to understand 
that artists pluck images from the mass media and mass 
culture and re-contextualize those images in their own 
works to express their frustration with an image saturated 
culture.17Another writer claims that this decision threat-
ens this well-established tradition and also undermines 
artists’ “comfort zone” in what can be borrowed.18

Even those who fully understand that artists ap-
propriate and that they are constantly being infl uenced 
by and work off of other people’s work fi nd Prince’s 
appropriation unfair. Many artists hail this decision as 
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them simply understand the law and to develop their 
own “comfort zones.”22 The resolution of this case will 
help them determine where the line in the sand should be 
drawn.

What does all this legal wrangling mean for artists, 
academics, and writers? Two courageous judges wrote 
decisions that favor the working writer and the work-
ing artist. With respect to Google and the Gagosian gal-
lery, those writers and artists are the “other 99 percent.” 
What do the decisions portend? A limit has been set on 
the power of Google to usurp copyrights and the market 
for access to books. Photographers and illustrators have 
also fi led suit against Google for its use of their work in 
the digital library, so we may see further clarifi cation of 
this issue. A limit has been set on what can be taken from 
another artist. Neither case has reached fi nality, so stay 
tuned.

Endnotes 
1. A version of this article was presented at the most recent National 

Conference on Liberal Arts and the Education of Artists called 
“Crossing Borders,” sponsored by the School of Visual Arts’ 
Humanities and Sciences Department. The conference participants 
were faculty members of art history, art, and humanities 
departments around the country. This is the call for papers:

Art does not acknowledge borders. Art was global 
centuries before Hellenistic design appeared on 
Han bronzes and “Cinderella” migrated from 
China to Europe. Borrowing and adapting have 
been the norm for millennia; art and ideas about 
making and using it are inherited through time and 
diffused through fl uctuating borders. The Basel 
Art fair and Internet archives are some of the most 
recent examples of vast networks of exchange and 
infl uence. This conference invites participants to 
consider the ways in which the written and visual 
arts—as creative acts, objects and performances, 
art movements and as audience responses—have 
infl uenced one another, cross-pollinating madly. 
Whether this is due to an “art instinct” (Denis 
Dutton’s theory) or to trade routes and diasporas, 
theories, images, materials, techniques are like soup-
-the recipes are fl avored locally. 40,000 years of art 
affi rm that we are all immigrants, spreading weeds 
and seeds, images and glyphs along with our DNA.

Participants are invited to submit proposals for open 
session presentations in such areas as aesthetics, art 
criticism and history, literature, fi ne and applied arts, 
interdisciplinary studies, pedagogy and curriculum.

www.sva.edu/department links/humanities/
conference. 

2. For further information about the Google case, please see Mary 
Rasenberger’s blogs, available at http://nysbar.com/blogs/
EASL/. For more information about Cariou v. Prince, please see 
Judith Bass, Joel L. Hecker and Monica Pa’s articles in 25 ENT., 
ARTS & SPORTS L.J., 23 (2011).

3. Authors Guild v. Google Inc., 770 F.Supp.2d 666 (S.D.N.Y. 2011).

4. Id. at 772.

5. Last fall, at a social event connected with the East Hampton Film 
Festival, I was sitting at a table of eight people. Five of the eight 
had copyrights as of 2009; yet the only person familiar with the 
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by another revered American composer as “inspired, 
God-given.”7 By the end of the year of its debut, Rhapsody 
in Blue had been performed 84 times and the original 
musicians had sold more than a million copies of their 
recording of the piece.8

B. A Brief History of Porgy and Bess

At the height of his new-found celebrity, George 
Gershwin publicized his intention to begin work on a 
“jazz opera” based on “Negro materials.”9 The composer 
had attempted such a feat once already. In 1922 Gershwin 
had written Blue Monday, a one-act opera set in Harlem 
and performed by white singers in blackface.10 That work 
was a critical failure and was cut from the show in which 
it appeared after only one New York City performance.11 
Gershwin believed that the creation of a successful jazz 
opera faced two main challenges. The fi rst was fi nding a 
“fantastic, colorful book…with the exotic quality of jazz 
in it.”12 The second was addressing the problem of au-
thenticity in performance. According to Gershwin, singers 
“trained in the old tradition could not sing such music, 
but Negro singers could.”13

Gershwin cleared the fi rst of these hurdles in 1926 
when he discovered the novel Porgy, written by DuBose 
Heyward. The story is set in Catfi sh Row, a dock-side 
slum in South Carolina, and details the struggles of that 
community’s downtrodden residents.14 The title character 
is a crippled beggar with an indomitable optimism who 
falls in love with Bess, “a ‘loose’ woman with a penchant 
for hard liquor, cocaine, and abusive men.”15 The piece 
proved its dramatic fi tness when Heyward and his wife 
adapted Porgy as a non-musical stage play in 1927. That 
play was a success on Broadway, running for 367 per-
formances.16 Seeing the potential for both great jazz and 
great drama in this tragic love story, Gershwin immedi-
ately set out to adapt the book as an opera.17 

The second hurdle—fi nding authentic performers—
was not so simply overcome. Heyward had insisted that 
the non-musical version of Porgy be performed by an 
all-black cast to “permit the interpretation of the story by 
the race with which it was concerned.”18 Gershwin shared 
Heyward’s desire for authenticity in the performances, 
and neither of the two wanted to create an opera that 
would be performed in blackface.19 As a result, though 
the Metropolitan Opera had commissioned Gershwin to 
write a “distinctly American” opera from the libretto of 
his choice, he would not compose Porgy and Bess for the 
Met because it did not employ black performers. Instead, 
Gershwin and Heyward announced that their new “folk 

I. Introduction
The issue of whether a producer or director may 

legally consider a performer’s race as a factor in employ-
ment is a question that has not been answered by U.S. 
courts. This is most likely due to a combination of the 
inherent subjectivity of the theatrical casting process and 
the typical performer’s lack of resources. Even if an ac-
tor suspects that he or she may have been discriminated 
against, a struggling artist is more inclined to shrug off an 
unsuccessful audition than to spend time and money he 
or she probably cannot spare on a lawsuit. Yet the issue 
presents a series of important questions about the inter-
section of free speech and civil rights, artistic expression 
and equal opportunity. This article explores that intersec-
tion by examining the relevant law surrounding produc-
tions of a specifi c theatrical work: George Gershwin and 
DuBose Heyward’s Porgy and Bess. It concludes that overt 
racial discrimination, when practiced in casting a show 
where a character’s race is not essential to develop the 
story being told, is most likely permissible in a copyright 
context but not permissible in an employment context. 

II. Background

A. Gershwin: The Composer

George Gershwin began his musical career at the 
age of 15 working as a song plugger, playing piano for 
a Tin Pan Alley music publisher to boost sheet music 
sales.1 Gershwin soon began to write songs of his own. 
He quickly mastered the art of popular music, compos-
ing his fi rst national hit, “Swanee,” in 1919 at the age 
of 20.2 Much of George Gershwin’s popular success 
stemmed from his appropriation of African-American 
musical traditions, most notably the burgeoning style of 
music known as jazz.3 Jazz, with its syncopated rhythms 
and inherently minor tonality, was at that time chiefl y 
performed by black ragtime and Dixieland musicians.4 
Few white composers wrote within the style, and many—
Gershwin included—considered vernacular jazz to be 
“crude” and “vulgar.”5 However, Gershwin believed that 
the style could be elevated, “heighten[ed] with the eternal 
fl ame of beauty,” and that in such a form it was not the 
exclusive province of African-Americans, but rather “the 
spontaneous expression of the nervous energy of modern 
American life.”6

In 1924, Gershwin demonstrated the result of this ele-
vation of jazz to the classical symphonic level by compos-
ing his fi rst masterpiece, Rhapsody in Blue, for orchestra 
and piano. The piece was a popular success incomparable 
in the world of American classical music, later described 

The Gersh wins’ Porgy and Bess: A Case Study of Racial 
Discrimination in Theatrical Casting
By Patrick Siler
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Constitution is a problematic one. The First Amendment 
guarantees that “Congress shall make no law…abridging 
the freedom of speech,”31 and yet one of the fi rst acts of 
the very fi rst Congress did just that. The federal Copy-
right Act of 1790, like every one of its successors, was 
rooted in another Constitutional clause, granting Con-
gress the power “To promote the Progress of Science and 
useful Arts, by securing for limited Times, to Authors and 
Inventors, the exclusive Right to their Respective Writ-
ings and Discoveries.”32 By granting “exclusive” rights in 
speech to certain parties, Congress necessarily abridged 
the freedom of any other parties to use that speech. The 
two Constitutional provisions thus form a delicate bal-
ance—by providing a monopoly for original writings and 
discoveries, Congress hoped to create an economic incen-
tive for authors, ultimately encouraging the creation and 
dissemination of speech.33 

Despite being at cross-purposes, copyright and free 
speech have come to coexist in relative harmony. This is 
due, in no small part, to judicially created doctrines such 
as the affi rmative defense of “fair use.”34 Ultimately, the 
government protects the free speech rights of authors 
by granting them exclusive intellectual property rights 
in “original works of authorship fi xed in any tangible 
medium of expression.”35 Among the exclusive rights 
granted to authors is the right to authorize public perfor-
mances of the copyrighted work.36 It is in exercising this 
right that the Gershwin Trust restricts the racial make-up 
of companies performing Porgy and Bess.

The case of Porgy and Bess presents an example of 
an author using his exclusive rights under copyright as 
a form of expression. By conditioning any issuance of a 
license on the promise that a licensee will hire only black 
singers, the Gershwin Trust is protecting what it believes 
to be an essential expressive element of the work. Is such 
a racially based restriction permissible? For the purpose 
of this analysis, it may be more helpful to consider the 
question from an inverse perspective—may the govern-
ment restrict an author’s speech by preventing him from 
imposing a race-based restriction on the license for his 
work?

Not all speech is protected by the First Amend-
ment—the government may properly prevent certain 
types of speech by its citizens. These include obscenity, 
libel, and “fi ghting words,” among others.37 Offensive 
speech, though, is not prohibited. As the Supreme Court 
stated in Street v. New York, “it is fi rmly settled that under 
our Constitution the public expression of ideas may not 
be prohibited merely because the ideas are themselves 
offensive to some of their hearers.”38 The Court reiterated 
this position in the more recent case of Texas v. Johnson, 
stating that the “bedrock principle underlying the First 
Amendment…is that the government may not prohibit 
the expression of an idea simply because society fi nds the 
idea itself offensive or disagreeable.”39

opera,” produced by the Theater Guild, would open on 
Broadway.20

So it was that in 1935, after years of research and 
careful collaboration, Porgy and Bess opened with a cast 
of black singers at the Alvin Theatre in New York City. 
George Gershwin was credited as the composer, with 
book and lyrics by DuBose Heyward, and additional 
lyrics by Ira Gershwin. The fi rst production was neither 
a critical nor a commercial success—Broadway critics 
deemed it too operatic, while opera critics derided it 
as too popular. The show ran for 124 performances on 
Broadway and toured nationally for three months before 
closing.21 George Gershwin did not live to see the opera 
fl ourish. In 1937, Gershwin died unexpectedly from a 
brain tumor. He was 38 years old.22 Since his death, Porgy 
and Bess has become an international success with the 
public and critics alike.23 It has helped to launch the ca-
reers of several generations of black opera singers,24 and 
is now considered by many to be the premiere achieve-
ment in American opera.25

Despite its preeminence, a great many American 
singers are denied the opportunity even to audition 
for roles in modern productions of George Gershwin’s 
masterpiece. Since Gershwin’s death, the licensing of 
copyrights in his compositions has been administered by 
his estate.26 For nearly 50 years, the “Gershwin Trust” was 
managed by George’s brother Ira.27 Although Gershwin 
died intestate,28 Ira remained faithful to what he believed 
George’s wishes for the opera were—namely, that it only 
be performed by black singers.29 Since Ira’s death, the 
Gershwin Trust has continued the tradition. Companies 
wishing to produce Porgy and Bess are required to exclude 
non-black performers from casting consideration. Any 
non-black singers under contract with the company must 
be paid not to appear in the production.30

The Gershwin Trust’s imposition of a racial restric-
tion on casting raises a number of legal issues. First and 
foremost, it raises the question of whether a race-based 
licensing restriction is a permissible exercise of a copy-
right holder’s exclusive rights under the Copyright Act. 
Second, it presents the related issue of whether, in light of 
Title VII’s prohibition against workplace discrimination 
by private employers, a producer may properly consider 
race as a factor when operating under such a restrictive 
license. Finally, it raises concerns about the speech and 
liberty interests of artists and producers who are prohibit-
ed from expressing the ideas contained in this great work 
of art because either their skin happens to be the wrong 
color or they refuse to discriminate on the basis of race. 
This article shall consider each of these interrelated issues 
in turn.

III. The Author’s Freedom of Expression
The relationship between United States copyright 

law and the right to free speech guaranteed by the U.S. 
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A plaintiff bringing suit under Title VII must fi rst 
establish a prima facie case of discrimination by a prepon-
derance of the evidence.51 The establishment of a prima 
facie case creates a presumption of discrimination that the 
employer may rebut.52 The burden of proof shifts to the 
defendant who must “articulate some legitimate, nondis-
criminatory reason for the employee’s rejection.”53 The 
reason proffered by the defendant need not be the actual 
reason that motivated the defendant, but “raises a genu-
ine issue of fact as to whether it discriminated against 
the plaintiff.”54 If the defendant meets this burden, the 
plaintiff must then prove that the defendant was not actu-
ally motivated by the legitimate reasons offered, but was 
using them as a “pretext for discrimination.”55

Rarely in cases of employment discrimination does 
an employer openly discriminate on the basis of race. To 
assist plaintiffs in establishing a prima facie violation of 
Title VII, the Supreme Court fashioned a four-part test 
in the case of McDonnell Douglas Corp. v. Green.56 The 
four factors of that test are (i) that the plaintiff belong to 
a protected class, (ii) that the plaintiff applied and was 
qualifi ed for a job for which the employer was seeking 
applicants, (iii) that despite being qualifi ed, the plaintiff 
was rejected, and (iv) that after the plaintiff was rejected 
the employer continued to seek applicants from persons 
of the plaintiff’s qualifi cations.57 Jenkins v. Metropolitan 
Opera58 represents a case where the McDonnell Douglas 
standard was applied to the business of opera. In that 
case, the plaintiff claimed that he was denied a soloist 
position with the opera company because of his race.59 He 
had sung in the company’s chorus, but statements by the 
Met’s auditors indicated that he lacked the vocal tech-
nique required of Met soloists.60 His claim was summarily 
dismissed because he failed to establish that he was quali-
fi ed for the position.61 

In a case like that of Porgy and Bess, though, the 
McDonnell Douglas test of proof does not seem to be 
necessary—employers seeking to hire only black singers 
overtly and admittedly discriminate against singers of all 
other races. As in Jenkins, a singer would still most likely 
need to prove that he or she was qualifi ed for the posi-
tion, but that would probably satisfy his or her burden to 
establish a prima facie case. If, for example, the singer had 
regularly sung with a company as a chorus member or 
principal singer but been denied the opportunity to audi-
tion for the chorus or principal roles in Porgy and Bess, the 
company would have to show a legitimate reason for the 
discrimination.

B. Defenses

A defendant in a Title VII action may attempt to rebut 
a showing of discrimination by the plaintiff by assert-
ing one of several defenses. This article shall consider 
the applicability of each to the hypothetical scenario of a 
Title VII action brought by a qualifi ed performer against 

Race-based speech has typically been seen to fall into 
the category of expression which, though offensive, is still 
protected. In Carroll v. President & Commissioners of Prin-
cess Anne County, a series of “aggressively and militantly 
racist” speeches amplifi ed over a public address system 
were held to be protected.40 Suppression of such speech, 
the Court noted, was proper only under those “special, 
limited circumstances in which speech is so interlaced 
with burgeoning violence that it is not protected by the 
broad guarantee of the First Amendment.”41 Even in 
those unique cases, any government-imposed restraint on 
speech must be “couched in the narrowest terms that will 
accomplish the pin-pointed objective permitted by con-
stitutional mandate and the essential needs of the public 
order.”42 The expression at issue in Porgy and Bess, though 
premised on the issue of race, does not begin to approach 
the level of aggressive and militant racist speech protect-
ed in Carroll, let alone the higher threshold of unprotected 
“fi ghting words.” 

Any government-imposed restraint on expression 
manifested in a racial restriction like the one employed 
by the Gershwin Trust for Porgy and Bess would not likely 
survive the heavy presumption against the constitutional 
validity of such restraints.43 It seems, therefore, that an 
author may make the licensing to perform his or her work 
conditional upon the cast being restricted to a certain 
race. Whether a producer operating under such a condi-
tional license may discriminate against employees on the 
basis of race without running afoul of the law is another 
question.

IV. The Producer’s Hiring Practices
The Gershwin Trust licenses the grand performance 

rights for Porgy and Bess on a conditional basis, requiring 
producing companies to employ only black singers in the 
production.44 Companies with non-black singers under 
contract must pay those singers not to perform.45 Audi-
tions for employment in the production are open only 
to black singers. This section will consider the issue of 
whether companies that discriminate on the basis of race 
because they are operating under this condition violate 
the law.

A. Title VII—Prima Facie Violation

Title VII of the Civil Rights Act of 1964 prohibits dis-
crimination by private employers on the basis of race.46 
The statute makes it unlawful for an employer to “refuse 
to hire…or otherwise to discriminate against any individ-
ual…because of such individual’s race [or] color.”47 Con-
gress passed Title VII in accordance with power drawn 
from two sections of the Constitution—the Commerce 
Clause,48 which grants the federal government the power 
to regulate even local activities and transactions in order 
“to foster and protect interstate commerce,”49 and the 
Equal Protection Clause of the Fourteenth Amendment.50
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Commission (EEOC) explicitly state that gender may be 
considered a bona fi de occupational qualifi cation (BFOQ) 
“where it is necessary for the purpose of authenticity or 
genuineness…e.g., an actor or actress.”71

A producer engaged in casting discrimination might 
take heart from the EEOC regulation because the racial 
restriction on the casting of Porgy and Bess is in place, at 
least ostensibly, for the purpose of authenticity. However, 
although the regulation permits that producer to seek 
only female singers for the role of Bess and only male 
singers for that of Porgy, the statute deliberately omits 
race as a valid BFOQ factor.72 Although the legislative 
history of the bill hints that there are cases where cast-
ing based on appearance may be valid,73 it is diffi cult to 
reconcile such a hypothetical situation with the statute’s 
blanket prohibition on discrimination based on color. In 
light of the conspicuous absence of race or color in the 
language of the BFOQ defense and the Court’s inter-
pretation of that defense’s restrictive language as “an 
extremely narrow exception to the general prohibition of 
discrimination,”74 it is unlikely that the defense would 
avail a producer engaged in race-based casting.

iii. Business Necessity Doctrine

A producer facing a Title VII claim may also attempt 
to assert the defense that race-based casting is justifi ed as 
a business necessity. Unlike the statutory defense of bona 
fi de occupational qualifi cation, the business necessity 
doctrine is a judicial creation. It originated in the Supreme 
Court’s opinion deciding the case of Griggs v. Duke Power 
Company.75 In Griggs, the Court pointed out that Title VII 
prohibits both overt discriminatory practices and those 
“fair in form, but discriminatory in operation.”76 Where 
an otherwise facially neutral employment practice has 
a discriminatory effect that does not relate to job perfor-
mance, the practice is prohibited—“[t]he touchstone is 
business necessity.”77 The standard for what qualifi es as 
a “necessity” is quite high, connoting an “irresistible de-
mand.”78 A discriminatory practice must be “essential” to 
“directly foster safety and effi ciency.”79 If those goals can 
be met by a less discriminatory alternative, the practice 
falls short of the standard.80

Although the doctrine of business necessity fi rst 
emerged as a tool for analysis of employment practices 
that were facially neutral but discriminatory in effect,81 
courts have since suggested that it should also apply to 
certain cases of overt discrimination. In the case of Miller 
v. Texas State Board of Barber Examiners,82 the Fifth Circuit 
described the limitation of the doctrine to cases of covert 
discrimination as “questionable on logical and perhaps 
legal grounds.”83 The court pointed out that no language 
in the Griggs opinion requires the limitation, and that cer-
tain situations might warrant the doctrine’s application to 
cases of intentional discrimination.84 The doctrine might 
apply, for instance, to a police department using race as 

a company producing a racially restricted play like Porgy 
and Bess.

i. Affi rmative Action

One potential defense for the race-based casting in 
Porgy and Bess might be that it serves, in effect, as an 
affi rmative action program for black singers. The Su-
preme Court has held that Title VII “does not condemn 
all private, voluntary, race-conscious affi rmative action 
plans.”62 In the case of United Steelworkers v. Weber, for 
example, a program that gave preferential treatment to 
the promotion of black workers did not run afoul of the 
statute because it did not “unnecessarily trammel the in-
terests” of white employees.63 The Court implied that the 
practice would be prohibited, though, if it required that 
white employees be discharged and replaced with new 
black hirees or if it created an absolute bar to the advance-
ment of white employees.64 The Court found the plan 
to be permissible because it was a temporary measure 
intended to correct a manifest racial imbalance.65

The origins of the Porgy and Bess casting restriction in 
a time of segregated music halls and its success in launch-
ing the careers of numerous black singers may suggest 
that it has acted as an affi rmative action plan of sorts.66 
Yet if subjected to the strict scrutiny applied in cases like 
United Steelworkers, the argument for race-based casting 
as affi rmative action would almost certainly fail. Compa-
nies performing Porgy and Bess are required to discharge 
non-black singers and replace them with black hirees.67 
Nor does the casting restriction merely create a prefer-
ence for hiring black singers—it represents an absolute 
bar for non-black singers wishing to perform in the work. 
Furthermore, unlike in United Steelworkers, where the 
defendant’s plan was designed to remain in place until 
the percentage of black workers in the plant refl ected the 
percentage in the local labor force,68 nothing in the casting 
restriction indicates that it is a temporary provision set 
to expire when a racial imbalance is corrected. However 
much a producer may wish for race-based casting to help 
foster the advancement of black performers, if that pro-
ducer denies non-black performers even the opportunity 
to be considered for positions, his or her actions will not 
likely qualify as a valid affi rmative action program. 

ii. Bona Fide Occupational Qualifi cation

At least one defense to a prima facie case of discrimi-
nation under Title VII is built into the statute itself. Title 
VII provides that it shall not be unlawful for an em-
ployer to hire on the basis of an employee’s religion, sex, 
or national origin where that discriminating factor is a 
“bona fi de occupational qualifi cation reasonably neces-
sary to the normal operation of that particular business 
or enterprise.”69 Thus, an employer of brassiere models, 
wet-nurses, or sperm donors may make a hiring deci-
sion based on the applicant’s gender.70 The regulations 
promulgated by the Equal Employment Opportunity 
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iv. Protected Expression

A fi nal defense that a discriminating producer might 
bring against a Title VII action is that race-based casting 
is protected by the First Amendment as a form of expres-
sive speech. Whether such a defense would succeed is an 
issue similar to the one considered in the analysis of the 
author’s rights of expression,93 but which has not been 
addressed in the context of an employment claim. In 
this context, the issue presents a confl ict of constitution-
ally protected interests, the ultimate outcome of which is 
uncertain.94

The Supreme Court has stated that the Constitution 
protects an organization’s right of expressive associa-
tion.95 The freedom of association presupposes a right not 
to associate, allowing an organization to exclude mem-
bers of a particular class if being forced to include mem-
bers of that class would impair the organization’s ability 
to express its viewpoint.96 The freedom of expressive as-
sociation, though, is “not absolute,” and may be overrid-
den by “regulations adopted to serve compelling state in-
terests, unrelated to the suppression of ideas, that cannot 
be achieved through means signifi cantly less restrictive of 
associational freedoms.”97 Thus in Boy Scouts of America v. 
Dale, a law requiring the Boy Scouts to include homosexu-
als among its members was seen to violate the organiza-
tion’s right to express its denouncement of homosexuality 
as “not morally straight,”98 but in Roberts v. United States 
Jaycees, the government’s interest in eradicating discrimi-
nation by passing a law requiring the Jaycees to include 
women among its members trumped the organization’s 
right of “associational freedoms.”99

At least one commentator has suggested that a theater 
engaged in race-based casting could justify the practice 
as an association organized for expressive purposes.100 
Although no court has ruled on the issue, in the case of 
Redgrave v. Boston Symphony Orchestra, the majority of a 
divided First Circuit indicated in dicta that “[w]e do not 
think it at all obvious, as do our dissenting brethren, that 
liability should attach if a performing group replaces a 
black performer with a white performer (or vice versa) in 
order to further its expressive interests.”101 The Redgrave 
court settled the claim before it on State law grounds, 
pointing out that a case of discrimination in theatrical 
casting would give rise to a confl ict of protected interests, 
“present[ing] serious constitutional and statutory ques-
tions that we do not pretend to survey here.”102 This tenu-
ous authority indicates that even if a court were explicitly 
to categorize race-based casting as expressive associa-
tion, that expression might well not be protected when 
weighed against the government’s compelling interest in 
preventing racial discrimination.

The government’s interest in protecting the civil 
rights of its citizens to be free from racial discrimination 
in employment cuts deeply against an argument for race-

a factor in selecting an undercover offi cer to infi ltrate a 
homogenous criminal organization.85 Such a case would 
meet the required standard because the discrimination 
would be essential to directly foster the offi cer’s safety. 
For an example of a discriminatory practice essential to 
directly foster effi ciency, the court offered “the selection 
of actors to play certain roles.”86 The court considered the 
hypothetical casting of several historical fi gures as an ex-
ample, stating that, just as an actor weighing 110 pounds 
could not convincingly represent King Henry VIII, “it is 
likely that a black actor could not appropriately portray 
George Wallace, and a white actor could not appropri-
ately portray Martin Luther King, Jr.”87

Even if a court were to expand the business neces-
sity doctrine to cases of overt discrimination, the racial 
preference in casting Porgy and Bess would most likely fail 
to meet the required legal standard. For the producer to 
avail him or herself of the defense, he or she would have 
to demonstrate that race-based casting was essential to di-
rectly foster safety or effi ciency.88 Race-based hiring is cer-
tainly not essential for the safety of an opera company’s 
employees the way that it might be for an undercover 
police offi cer.89 The remaining question, then, is whether 
the discriminatory practice is essential for effi ciency—is 
casting the residents of Catfi sh Row similar to casting 
historical fi gures like Henry VIII and Martin Luther King?

Unlike the examples offered by the court in Miller, the 
characters in Porgy and Bess are not recognizable fi gures 
from history. The residents of Catfi sh Row are fi ctional 
creations, and their race is not germane to the develop-
ment of the opera’s story.90 Unlike a character such as 
Shakespeare’s Othello, whose race is both mentioned in 
the play’s text and a driving factor in the plot, whether 
Porgy, Bess, or any other character in the opera has black 
skin has no bearing on the story whatsoever. At its heart, 
the story is concerned not with issues of race, but rather 
those of poverty and alienation. Some characters cope 
with hardship by turning to gambling, drug use, and 
physical violence. Others look to prayer, community, and 
hard work. In the fi nal reckoning, the fate of these charac-
ters is determined by their moral and spiritual fortitude—
their racial orientation is irrelevant. 

An audience’s acceptance of the actors playing the 
roles in Porgy and Bess is far more likely to hinge on 
the musical abilities of those actors than on the color of 
their skin. Opera audiences are accustomed to seeing 
middle-aged singers play fresh-faced youths and portly 
singers play trim soldiers and starving artists. In opera, 
the dramatic content of the story is manifested primar-
ily in musical, not physical, expression.91 As one critic 
has stated, “[it]’s not that appearance does not matter in 
opera. But voice, artistry and dramatic presence matter 
more.”92 Musical talent and technique, then, are factors 
essential to the effi cient production of an opera. A singer’s 
skin color is not.
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with the racial restriction.109 The opera is only rarely pro-
duced, due in large part to the racial casting restriction.110 
Denying producers the right to discriminate against 
singers would force the Gershwin Trust to reevaluate its 
position. The Trust would have to remove the casting 
restriction if it wanted to derive any value from its control 
of performance licenses. If it did so, the end result would 
most likely be more productions of Gershwin’s work by 
more companies, generating greater royalties for the Trust 
and a greatly enriched artistic landscape for the public. 
This result would seem to be in keeping with Gershwin’s 
own feelings concerning his work. He was, after all, the 
original appropriator of a musical style that he believed 
did not belong only to one race of Americans, but was 
rather “the spontaneous expression of the nervous energy 
of modern American life.”111

V. Conclusion 
A copyright holder has the right to attach a race-

based condition to the licensing of his or her work. That 
condition does not make it lawful for an employer acting 
under that condition to violate laws preventing work-
place discrimination. In the context of theatrical produc-
tions where the race of a character is not essential to the 
development of the story, Title VII’s prohibition on race-
based discrimination applies. In the context of opera, the 
question of a performance’s authenticity is based predom-
inantly in musical, not physical, expression. Producers are 
free to use musical talent, technique, and stage presence 
as factors in determining who they hire for Porgy and Bess, 
but to turn singers away because of their race violates the 
anti-discrimination principles of Title VII. As Title VII’s 
purpose is not to suppress ideas, but rather to ensure that 
citizens have fair access to employment opportunities, an 
incidental restriction of a producer’s rights of free expres-
sion is permissible. Legal precedent strongly indicates 
that, as the law currently stands, a Title VII action brought 
by a qualifi ed performer denied the opportunity to be 
considered for a role in Porgy and Bess because of his or 
her race would succeed. Policy considerations suggest 
that invalidating race-based casting limitations would 
produce an outcome ultimately benefi cial to the copyright 
holder, the artistic community, and the public. If Congress 
did not intend for Title VII to prohibit such practices, the 
language of the statute should be amended to include 
race as a bona fi de occupational qualifi cation for the pur-
pose of theatrical expression.
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skills, resources and infrastructure of higher education 
to offer cutting edge experiential training and entrepre-
neurship and small business management to post 9/11 
military veterans with disabilities resulting from their 
military service.

We of the Foundation would be grateful if you would 
please contact us if you are involved or aware of a class 
action so that we can discuss the opportunity for the 
Foundation to administer any cy pres funds that may re-
sult and put them to good use for the public.

Additionally, we should all feel good about the work 
of the New York State Bar Foundation. Lawyers do care 
about those who are in need of legal services or education 
about the law. And we are all willing to do everything 
possible to ensure people have access to justice.

In closing, I would like to do two things. One to rec-
ognize—I don’t know whether they’re here, but there are 
Fellows of the Bar Foundation, and at least three of them 
are members of your Executive Committee, Alan Barson, 
Gary Roth, and Eric Roper. If you are here, thank you for 
the work that you do and the support that you provide to 
the Foundation. 

I would also like to ask for your personal support to 
the Foundation. Contributions from individual lawyers 
like you, no matter how small or large, are the lifeblood of 
the foundation. When you renew your membership in the 
State Bar there’s a voluntary checkoff, and I ask that each 
of you, at a minimum, consider making that checkoff and 
making that contribution to the Bar Foundation. 

We would be very happy to receive additional con-
tributions as well. We are at One Elk Street in Albany, the 
same address at the State Bar. And we are happy to re-
ceive the funds. A check from each of you would be won-
derful. I invite you to speak to Rosanne M. Van Heertum,1 
our Director of Fundraising, to learn more about the types 
of programs we fund, and how you can help support. 
Thank you very much.

JUDITH PROWDA: Thank you, Susan. This is my 
farewell as Chair. It has been an honor and a privilege to 
Chair this Section for the past two years. We’ve accom-
plished a great deal in a very short time.

Moments ago I learned that this Section has 2,136 
members. This is the highest membership that we’ve ever 
experienced in EASL, and I’m very grateful to all of you 
for being part of this. 

So thank you very much. This is truly a record and it 
also means that we will have more voice in the Associa-
tion. We are now eligible to appoint three delegates to the 
House of Delegates. And this is really breaking news, so 
thank you very much for being a part of this wonderful 
Section and Association.

JUDITH PROWDA: I welcome you to the Annual 
Meeting. Before we begin, I would like to invite Susan 
Lindenauer, who serves on the   New York Bar Founda-
tion’s Board of Directors, to address this group. Thank 
you, Susan.

SUSAN LINDENAUER: Thank you to Judith and to 
all the people at EASL for giving us the opportunity to 
speak to you briefl y.

I really am here for a brief conversation about the 
New York Bar Foundation and the good deeds that the 
Foundation and all of us as lawyers are doing. The Foun-
dation is a charitable organization, the charitable arm of 
the New York State Bar Association. It raises money most-
ly from individual lawyers, judges, law fi rms and others 
to provide fi nancial support for law-related projects in the 
form of grants, to nonprofi t organizations, legal services 
agencies, and bar associations engaged in pro bono or le-
gal services projects.

The majority of our grants go to programs that pro-
vide legal services to the poor, civil legal services to the 
poor, and the working poor. The Foundation also admin-
isters fellowships, scholarships, and other special funds 
for sections, law fi rms and other donors.

This coming Saturday, the Foundation Board will con-
sider grant proposals from organizations seeking more 
than $1,000,000 to fund 91 projects this year. Some of the 
projects will provide legal services to individuals and 
families, education about law to teachers at secondary 
and intermediate school levels, and to students at both 
levels as well, and advice and counsel to victims of do-
mestic violence, to immigrants, and homeowners facing 
foreclosure, and tenants facing eviction.

It should be clear to all of you that our work is far 
from fi nished. We must continue to help bring access to 
justice to those who would otherwise not obtain it.

Now, in addition to our regular grant-making pro-
gram, the Foundation has been entrusted by a number 
of judges in the federal courts to receive distribution of 
cy pres or residual funds in class action cases. On behalf 
of the courts, the Foundation uses the distributions to 
support specifi c charitable and educational projects and 
provide monitoring and accountability. And that’s why 
the funds are going through the Foundation, because the 
Foundation provides oversight and monitoring.

The Foundation has received more than $2,000,000 
from distribution of residual funds in class action cases 
thus far. More than $1,000,000 of that sum has been used 
for programs in New York City to educate tenants, land-
lords and attorneys about improper tenant record screen-
ing. Another $250,000 has been directed to the Syracuse 
University Entrepreneurship Boot Camp for veterans 
with disabilities. This program is designed to leverage the 
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bany, for their dedicated work in making 
this program such a success. 

This evening at our reception we have 
revived an old EASL tradition by honor-
ing a person who has had an important 
impact in entertainment, arts or sports. 
This year’s honoree is Mayor Michael R. 
Bloomberg, for his outstanding contribu-
tion to the arts. Corporation Counsel Mi-
chael Cardozo will be accepting the award 
on behalf of the Mayor (see p. 19 for Ju-
dith’s award speech). 

The reception will be held at UBS only 
two blocks away. And we will be given 

a private tour of its art collection and enjoy live jazz and 
cocktails. Thank you to UBS for graciously hosting our 
reception this evening. 

Before I depart, I extend my heartfelt gratitude to 
my most remarkable dream team, Rosemarie Tully, Vice 
Chair, Diane Krausz, Treasurer, Pamela Jones, Secretary 
for 2011 until the present, Monica Pa, Secretary for 2010, 
Jason Baruch, Assistant Secretary, and the entire EASL Ex-
ecutive Committee.

I also thank my dedicated Albany colleagues, Beth 
Gould, Tiffany Bardwell, Dan McMahon, Leslie Scully, 
among others whose tireless support has been invaluable 
throughout my term. 

Although I leave you as Chair, I will not be sailing off 
into the sunset, but will remain as member of the House 
of Delegates through the end of my term in June. And I 
will also remain as Chair of the Committee on Fine Arts, 
and Co-Chair with Judith Bresler of the Committee on 
Alternative Dispute Resolution, which we co-founded 
several years ago.

Now, a word about my successor, Rosemarie Tully. 
I could not leave you in better hands than with my dear 
colleague and friend, Rosemarie Tully, whose vision for 
EASL has been far reaching-and innovative.

For many years Rosemarie has demonstrated her im-
pressive talents and leadership skills within EASL and the 
greater Bar. I am confi dent that Rosemarie will be an ef-
fective and forward-thinking Chair, and will serve EASL 
with distinction and with her sparkling presence and 
style that is her signature.

I now turn the podium over to Judith Bresler, Co-
Chair of the BMI/Phil Cowan Memorial Scholarship 
Committee, who will announce the winners of this 
year’s Scholarship. Judith, Gary Roth, and Barbara Jaffe, 
Co-Chairs.

JUDITH BRESLER: Thank you, Judith. Before we 
announce the winners I would really be remiss if I didn’t 

For the fi rst time in EASL history 
we have had a District Representative 
for each of the 13 Judicial Districts in 
New York State. We have formed eight 
new standing committees, including 
Digital Media, Social Media, Diversity, 
Ethics, Lawyers In Transition, In House 
Counsel, International, Not-For-Profi t, 
which we just formed moments ago, and 
Scholarship. 

Our diversity efforts have been excep-
tional honoring our pledge to President 
Vince Doyle, to build a more diverse com-
munity of leaders in the legal profession. 
Our Diversity Committee, chaired by Anne Atkinson and 
Cheryl Davis, has planned important pro bono initia-
tives, as well as CLE programs in entertainment, arts and 
sports, several of which are co-sponsored by minority bar 
associations.

One of our newest initiatives is the Diversity Mentor-
ing Program. Thanks to the efforts of Cheryl Davis and 
Pro Bono Steering Committee member Elissa Hecker, 
we’ll be pairing junior lawyers, lawyers in transition 
and law students with more seasoned lawyers. Please 
let us know if you are interested in participating either 
as a mentor or a mentee (see http://nysbar.com/blogs/
EASL/diversity/ and page 13 for the forms). 

Another recent initiative has been to foster the leader-
ship of young lawyers by co-sponsoring events with the 
Young Lawyers Section and also having members of the 
Young Lawyers Section serve as liaisons to EASL. 

Our law students also continue to inspire us with 
their excellent writing. In addition to congratulating this 
year’s winners of the BMI/Phil Cowan Memorial Schol-
arship award whose names will be announced momen-
tarily, I congratulate the following winners of the Law 
Student Initiative, whose articles have been published in 
the EASL Journal. 

These are the 2011 winners of the Law Student Ini-
tiative. Megan Bright, Alix Claps, Jason Steiner, Thomas 
Grove, Tracy Keeton, Timothy Poydenis, Jacklyn Serpico, 
and Brian Walton.

In just a few moments, we will begin our An-
nual Meeting comprised of two excellent panels. Carol 
Steinberg will introduce the fi rst panel, New Models of 
Publishing, which was organized by Judy Bass and Ken 
Swezey. Diane Krausz will introduce our second panel, 
Trending Topics and Licensing and Branding, which was 
organized by Diane Krausz and Ethan Bordman. 

I would like to thank our Program Co-Chairs Diane 
Krausz, Carol Steinberg, Judy Bass and Ethan Bordman, 
and our trusted liaison in the meetings department in Al-
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President of the Phi Beta Psi 
Fraternity and Captain of 
the Alleghany men’s rugby 
team.

While in college he was 
a fi nalist for several national 
leadership awards as the 
result of contributions he 
made to his fraternity and 
to his school. While he’s not 
working on breaking into the 
sports industry, Eric’s inter-
ests include golfi ng, writing 
comedy screenplays, and 
playing chess. He credits his 

great uncle, former New York Times Music Critic Harold 
Schonberg, for fostering his love in the arts. And he hopes 
to continue contributing to the EASL community as an 
attorney. Eric.

MR. GARY ROTH: Thank you, Judith. Before I intro-
duce our other winner I just want to say on behalf of BMI 
that we are always thrilled to partner with EASL in this 
competition. This is the fi fth or sixth year that we’ve done 
it. We get a wide variety of very well written papers and 
the members of the Scholarship Committee are year after 
year duly impressed with the writing talent of our com-
petitors, and this year is no exception. 

And the other winner this year, and I couldn’t fi nd 
him before so I hope he’s here, Patrick Siler, are you here? 
Come on up. 

Well, fi rst let me tell you that Patrick’s paper was en-
titled very timely, “The Gershwins’ Porgy and Bess: A Case 
Study of Racial Discrimination in Theatrical Casting.”

Patrick holds a Bachelor of Fine Arts degree in Direct-
ing from the University of North Carolina, School of the 
Arts, School of Filmmaking. He is an actor, singer, direc-
tor and producer who has worked with the Delaware 
Shakespeare Festival, and the Texas Shakespeare Festival 

among others. He currently 
serves as the Executive Di-
rector of the Adirondack 
Shakespeare Company. He’s 
scheduled to graduate from 
St. John’s University School 
of Law in spring 2012, and 
he would like us all to know 
that his heroes include Peter 
O’Toole, Stanley Kubrick, Jim 
Henson and Muhammad Ali. 

Patrick, I just want to let 
you know that your paper, 
as Eric’s, and all the others 
are read by many members 

just once again reiterate 
what an extraordinary Sec-
tion Chair that Judith was. 
And I ask for another round 
of applause. She has created 
an unprecedented number 
of very successful initiatives 
that have made our vital Sec-
tion even more vital. So thank 
you again.

JUDITH PROWDA: 
Thank you very much. I must 
say that I had some very high 
heels to follow with Judith 
Bresler as Former Chair—

JUDITH BRESLER: And Elissa Hecker.

JUDITH PROWDA: Also as Former Chair, and that 
will be succeeded also by a woman Chair. So wonderful, 
thank you very much.

JUDITH BRESLER: All right, thank you. The BMI/
Phil Cowan Memorial Scholarship was created seven 
years ago in memory of Phil Cowan, who was an early 
Section Chair who died precipitously of brain cancer. And 
we wanted to keep his wonderful memory alive and we 
thought the best way of doing that would be to spon-
sor two scholarships. BMI generously joined in with us, 
which are based on writing competitions, which are open 
to all accredited law schools in New York State, two in 
New Jersey, plus other schools on a national basis that are 
selected on a rotating basis by BMI.

And so it is our pleasure today to announce the win-
ners of the Scholarship. The essays had to be devoted to 
an issue of entertainment, art, sports or copyright law, all 
areas that were dear to Phil’s heart. 

So the fi rst winner I’d like to announce is Eric Schon-
berg; Eric please come on up here. Eric’s winning essay 
was entitled,  “One Continent, One Sport…One Chan-
nel? The Premier League decision and the Future of Sports 
Broadcast Licensing in Eu-
rope” (see page 97). 

Eric is a current third 
year student at New York 
Law School where he has a 
passion for sports, entertain-
ment and copyright issues. 
He spent the past fall as 
the legal intern at IMG at 
its corporate headquarters 
in Midtown. Eric is a 2009 
graduate of Allegheny Col-
lege in Meadville, Pennsyl-
vania, where he was both the 
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Now we move onto the election of offi cers. Not only 
the election of offi cers, it’s also the election of District 
Representatives and Delegates to the House of Delegates. 
In your materials you have a pink handout. This handout 
states the recommendations of the Nominating Com-
mittee for the positions of offi cers of the Section, District 
Representatives and Delegates to the House of Delegates, 
including an Alternate. We will refer to this handout as 
the report of the Nominating Committee, dated January 
13, 2012. 

The Executive Committee, at its meeting earlier today 
recommended the adoption of the slate of offi cers, the 
Delegates to the House of Delegates, an Alternate, and 
the District Representatives as refl ected in the Nominat-
ing Committee report. Are there any further nominations 
from the fl oor? Hearing none, is there a motion to elect 
the slate of offi cers, the Delegates, and the House of Del-
egates, and the District Representatives. So moved, Alan 
Barson. A second? Elissa Hecker, we’ll take as a second. 
Thank you very much. So then I ask, all in favor?

AUDIENCE: Aye.

ROSEMARIE TULLY: You’re so good at this. Any 
nays? Good, okay. So our offi cers now and our Delegates, 
and Alternate Delegates, and District Representatives are 
all in place. I thank you for the vote, and I thank you all 
who have offered to serve this amazing Section. And one 
more thank you before we move on, and that’s a thank 
you to Judith for her outstanding tenure as Chair. 

The Section as a whole has been energized incredibly, 
and we are very, very appreciative. We are so appreciative 
that on behalf of the Section, we present to you a Tiffany 
& Co. chronometer, which is inscribed to show our ap-
preciation for your tireless service to EASL. And we look 
forward to your continued enthusiasm and wisdom as 
Past Chair. 

JUDITH PROWDA: Thank you very much. Thank 
you. Well, thank you very much. I congratulate the new 
offi cers and I look forward to continuing to work with all 
of you, and to this afternoon’s proceedings. I would like 
to ask Steve Richmond to the podium to make an impor-
tant announcement about a vote on Friday.

STEVE RICHMOND: As you all know, EASL is just 
part of the State Bar Association. We are one of 25 active 
Sections in the Association. The Section Delegates have 
proposed with the overwhelming support of the House of 
Delegates, an amendment to the Association’s bylaws to 
allow the Sections to have two members on the Executive 
Committee. The Executive Committee of the Association 
is key to the success of the Sections, because they’re the 
ones who prepare the budget, decide how much money 
we get to operate, and how do we divide the CLE rev-
enues between the Association and the sections. 

of our Executive Committee in many different disciplines 
of entertainment, arts and sports law. And this year par-
ticularly there was across the board consensus that your 
paper was very worthy of an award. So congratulations.

JUDITH PROWDA: Thank you and congratulations 
to the winners. Next I would like to invite Rosemarie 
Tully, our current Vice Chair and incoming Chair, to an-
nounce an amendment to the bylaws and her slate of of-
fi cers. Rosemarie.

ROSEMARIE TULLY: Thank you, Judith. Good after-
noon, I am Rosemarie Tully, Vice Chair of the Entertain-
ment, Arts and Sports Law Section.

As Judith mentioned earlier, we have some Section 
business to attend to today involving an amendment to 
the bylaws and the election of offi cers. 

First to be addressed is the bylaws amendment. You 
should have in your materials book, a green handout. 
This includes a marked version of the bylaws which re-
fl ects the amending language. 

The past two years have been years of wonderful 
expansion for our Section. Under the exemplary leader-
ship of our Chair Judith Prowda, we have gained so very 
much.

Membership continues to increase, our Diversity 
Committee’s endeavors have been recognized by the 
Association, and several new committees have been es-
tablished, including an International Committee, giving 
EASL a global presence. Our outreach is broader and 
brighter than ever.

In view of the evolution of our Section, this past No-
vember the Executive Committee voted to amend the 
bylaws to expand the number of offi cers of the Section by 
two, namely Second Vice Chair and Assistant Treasurer.

They also voted to amend the bylaws to adjust some 
language regarding the election of Delegates to the House 
of Delegates. The addition of these two offi cer positions 
will help round out and enhance Section leadership. And 
the corrective language regarding Delegates and Alter-
nate Delegates will perfect our bylaws with regard to fi ll-
ing those positions.

I now ask for a motion to amend the bylaws as ap-
proved by the Executive Committee at its November 2011 
meeting. Thank you, Mr. Richmond. Is there a second? 
Second. Alan Barson, thank you very much. Is there any 
discussion? All in favor of the amendment please say aye.

AUDIENCE: Aye.

ROSEMARIE TULLY: Any opposed? Oh, I like that. 
Okay, good. That motion is carried. Thank you very 
much.
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KEN SWEZEY: Thank you.

JUDITH BASS: Thank you all for being here. We 
think this will really be a terrifi c panel. We thank all our 
panelists. I’d like to introduce the people who are here. 
Let me start with Jane Friedman, who is CEO and Co-
Founder of Open Road Integrated Media, a digital pub-
lisher, and multi-media content company. 

Open Road has published eBooks from legendary au-
thors including William Styron, Pat Conroy, Jack Higgins, 
Alice Walker, James Jones and Virginia Hamilton, and 
has launched new e-stars like Mary Glickman. And her 
launching of Open Road was named one of the 10 best 
publishing stories of 2010 by Publisher’s Weekly. 

She previously served as President and Chief Execu-
tive Offi cer of HarperCollins from 1997 through June 
2008. Her decision to create a global digital warehouse, 
including digital fi les of its core backlist and future 
books, positioned the company as a leader in the indus-
try and propelled HarperCollins into the 21st century of 
publishing.

In 2011, Friedman was named one of Fortune Maga-
zine’s “Ten Most Powerful Women Entrepreneurs.” She 
was appointed Publisher’s Weekly 2006 “Person of the 
Year,” named one of the Wall Street Journal’s “50 Women 
to Watch,” selected as one of Fast Companies, Fast 50 and 
was featured in New York Magazine’s The Infl uentials. And 
she has a host of other honors, serves on various boards, 
and her full bio, which is even more extensive, is in the 
materials. So if there is anyone who can tell us about the 
brave new world of eBook publishing, it is certainly Jane 
Friedman, and we appreciate her being here.

KEN SWEZEY: We had hoped that Charlie Melcher 
of Melcher Media would be with us, he is listed in your 
program, but he has an able person, executive from 
Melcher Media, which is David Brown, who is here. 

And David, on behalf of Melcher Media, is going to 
be talking to us about the business and new emerging is-
sues around the App, the book-related App in particular. 
David was instrumental in working with Melcher Media 
on Al Gore’s Our Choice App, which won an Apple Design 
award, and was named best App of 2011. And so we’re 
looking very much to hear from David about how books, 
books as translation into companion Apps, and how that 
fi ts into our landscape of eBook Apps and the emerging 
world of digital publishing.

JUDITH BASS: And then the next two people that 
you see up there on the podium are Jeff Kleinman and 
then Jonathan Lyons. They are going to have sort of a 
conversation of sorts or a discussion about contract is-
sues and digital rights. Jeff Kleinman is a literary agent, 
intellectual property attorney and the Founding Partner 
of Folio Literary Management. He is a graduate of Case 

There is some opposition to giving the Sections that 
representation. So therefore, the EASL Executive Com-
mittee urges all of our members to join us here back at the 
Hilton this Friday at 8:45 a.m. in the Petite and Trion Ball-
rooms here on the third fl oor. Because at the Association’s 
Annual Meeting, all members of the Association have the 
right to vote, and we’re going to ask you to vote in favor 
of the amendment suggested by the bylaws committee, 
and that you attend to oppose any attempt to either di-
vide the question or substitute that. 

For the well-being of EASL over the next several 
years, we ask for your support, we ask that you join us on 
Friday morning, here at the Hilton at 8:45. Thank you.2

JUDITH PROWDA: Thank you very much, Steve. 
I hope to see you on Friday. Well, thank you very much 
for your attention. I hope that you enjoy today’s very full 
program, and look forward to seeing you this afternoon 
at the break and this evening at the reception. Thank you 
again for the honor of serving as Chair of EASL. It’s been 
a wonderful two years. Thank you very much. 

I would like to now turn the podium over to Carol 
Steinberg, who will be introducing the moderators and 
the panel. Thank you very much.

NEW MODELS OF PUBLISHING: E-BOOKS, APPS, 
SELF-PUBLISHING AND OTHER CHALLENGES

CAROL STEINBERG: I’m pleased to introduce the 
moderators of our excellent panel on New Models of Pub-
lishing. Judy Bass is a media and entertainment attorney 
and former business affairs executive with over 25 years 
of experience at a major law fi rm and at several media 
and entertainment companies, including Time Inc., CBS, 
and Marvel Enterprises.

She currently has her own practice dedicated to ad-
dressing the needs of clients in the creative community. 
She concentrates on production and distribution deals, 
talent and author agreements, rights licensing, and intel-
lectual property matters for a variety of corporations, 
companies, and individuals. Judy is a member of the Ex-
ecutive Committee of this Section, and serves as Co-Chair 
of EASL’s Literary Works Committee. She and Ken, who 
I am going to introduce in a moment, have worked very 
hard to plan today’s panel. And you can fi nd out more—
her full bio is in the materials. 

Ken Swezey represents clients ranging from well-
known authors, entertainers, literary estates, publishers, 
digital media, and transmedia companies and visual art 
licensing companies, as well as not-for-profi t companies. 
He’s a partner at Cowan, DeBaets, Abrahams & Shep-
pard. He was schooled in California, where he got his BA, 
MBA, and JD, and is a Past Chair of this Section and cur-
rently is Co-Chair of the Literary Works Committee. So I 
now leave the panel to you.
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So I just wanted to give a very short background be-
fore we start speaking about some of the topics in depth. 
Some of you may have seen an article in The New Yorker 
back in April of 2010 which talked about the book busi-
ness. And in that article Steve Jobs was quoted as saying 
that the book business was unsalvageable as recently as 
2008. 

Between 2002 and 2008, annual sales in the book 
business had grown just 1.6 percent, profi t margins were 
languishing. Since then of course, there have been vari-
ous game changers. Now the very defi nition of “a book” 
is in fl ux, as we have versions ranging from traditional 
print versions to what are really now more multimedia 
entertainment, including audio, video, pop up graphics, 
etc. The introduction of the iPad and the Kindle have, of 
course, transformed the ability to read eBooks. 

In 2010, I’ll just give you a few fi gures that I found— 
17,000,000 of those tablets were sold. In 2011, 65,000,000 
were sold. In 2010 eBooks represented just four percent of 
all books sold. In an article that you may have seen in this 
past Friday’s Wall Street Journal that was called, “Blowing 
Up The Book,” that I recommend to you all, fi gures were 
quoted that 14 percent of all books sold in the second and 
third quarters of 2011 were eBooks. And it is projected 
that this fi gure will reach like 25 to 50 percent of all books 
sold.

In revenues, eBook sales were $878,000,000 in 2010. 
They are projected to pass even more in 2013. Of course, 
some of the new models of publishing eliminate the pub-
lisher entirely. Over the last fi ve years the number of self-
published titles have gone from 51,000 to over 133,000 per 
year, some of which have sold more than 1,000,000 copies 
on the Kindle. 

Just this past Thursday, in another huge new develop-
ment, Apple has announced that it’s going to partner with 
learning institutions and universities to do digital text 
books. 

So we are clearly at the forefront of a revolution in 
publishing, some of which publishers are optimistic 
about and some of which they are not. So to give us some 
background on the history of eBooks, and how we got to 
where we are, and who’s doing it right now, Jane.

JANE FRIEDMAN: One thing about Steve Jobs is 
that it has been proven that anytime he decided to talk 
against something it was because he was building the 
equipment to make it happen. So when we heard that he 
said the books are dead, we knew that something was 
going on over at Apple, and yes indeed it was. And God 
bless him. I wish he was still here to invent another thing, 
but he’s not. 

So there we go, Open Road Integrated Media, my 
company. So I’m delighted to be here today. I have always 
had an affi nity for lawyers, and actually have a son at 

Western University, where he got his JD. He has a mas-
ter’s from the University of Chicago and he graduated 
from the University of Virginia. 

As an agent he represents both fi ction and nonfi ction. 
Some of his authors include Garth Stein, Robert Hicks, 
and Charles Shields. He is a member of the Association of 
Author Representatives (AAR) and of the Digital Rights 
Committee there. He has moderated several sessions at 
the AAR and at the Author’s Guild about digital and mul-
timedia rights. 

Jonathan Lyons is a publishing attorney and literary 
agent based in New York. His clients include authors, 
publishers, literary agents, distributors and artists, among 
other publishing industry businesses and professionals. 
He focuses on the negotiation and drafting of publish-
ing, licensing and distribution agreements and copyright 
counseling. He founded Lyon’s Literary in 2007 and the 
agency represents both fi ction and nonfi ction authors. 

Previously he worked at Curtis Brown and McIntosh 
and Otis. He has completed deals on behalf of numer-
ous estates, including John Steinbeck, Upton Sinclair and 
W.H. Auden, and sold books on everything from vam-
pires and the apocalypse, to jet packs and Jim Henson. 

He delivers regular lectures on publishing agree-
ments and conferences across the country and serves on 
the content and legal acquisition and legal advisory for 
Speakaboos, a startup children’s digital publisher.

Last, we have a special appearance by Jay Himes, 
who is going to talk to us about some of the antitrust is-
sues that have been raised in the actions that have been 
brought against Apple and the publishers that some of 
you may have read about. We thought this would be an 
interesting addition to the panel, since it’s not an area that 
most of us try to get involved in. 

So we will hear from Jay, he is Co-Chair of the fi rm’s 
Antitrust Practice Group at Labaton Sucharow. He has a 
very extensive background in antitrust, which you can 
look at in your materials. He was also the Antitrust Bu-
reau Chief in the New York Attorney General’s Offi ce and 
has more than 30 years’ experience in complex litigation. 

During his eight year tenure as New York’s Chief An-
titrust Offi cial he led signifi cant high profi le antitrust in-
vestigations and enforcement actions. You can read more 
about them in the materials. 

While he headed the New York Antitrust Bureau, he 
was also the State’s principal representative in the 2001 
negotiations that led to a settlement of the government’s 
landmark monopolization case against Microsoft. Before 
he served in the attorney general’s offi ce, he practiced 
complex litigation for 25 years at Paul Weiss. So again, we 
are very grateful to have him talk to us about what is hap-
pening with the lawsuits.
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and most importantly, the consumer, who has decided in 
favor of portability and lower cost. Those are the four rea-
sons why eBooks are really happening.

What you’re seeing here, and I’m going to repeat 
a couple of things Judith said, but very quickly. What 
you’re seeing here is a Pew slide that just came out. It 
shows where we are now and how quickly things have 
changed in 12 years. This is truly a revolution, it’s not 
evolution, it’s a revolution, and it shows no signs of slow-
ing down. 

The actual Pew report came out and it actually said, 
and you can read it on the top there, big jump in gadget 
ownership over the holidays. Well, what a big jump from 
December 11, 2011, 10 percent gadgets. January 12th, 19 
percent. So where are we going—I think you’re going to 
see this exponentially increase. 

So the sale of eBooks, what happened with them? I 
mean in 2009 it was when the Kindle eBooks took off. In 
2010, iBooks from Apple began. In 2011, iTunes integra-
tion for books. And in 2011, as I said before, the tablets ex-
plode onto the scene with the iPad, with Kobo Vox, which 
I am very high on, with Kindle Fire, and who knows what 
else.

My partner was at the CES Show these week in Las 
Vegas, and he was talking very seriously with a friend 
of ours named David Eun who had been at Google, and 
then at AOL, and now is at Samsung. And we want the 
Galaxy to be one of those devices that can also view our 
books and have our books seen very well.

So what is this slide? This slide is very interesting 
because it is really what relates to my business, but to 
the business in general. And this is the middle of the tail, 
the importance of the backlist. As I said before, I’ve been 
known as the queen of the backlist, which is the backbone 
of any publishing endeavor, and I’m afraid the part of the 
publishing list that many of the legacy publishers have 
lost sight of. 

So you see that centerpiece. That is the backlist, that 
is what Open Road is going after. That is our commit-
ment to publishing catalogs and having the author be the 
brand. Because if someone tries one Jack Higgins, who is 
one of our authors, they may very likely try another. And 
I have always felt that that was the way to publish books. 
Get your authors, publish all their books, and have this 
deep backlist.

So here we have slide of all the eReaders, and I’m 
sure you all recognize them. But what I will say is that 
it is absolutely signifi cant for an ePublisher to have an 
amazing relationship, a very close relationship with all of 
the device makers. And in our case that has worked out 
brilliantly, because since we are not a print publisher, we 
are an e-focused, e-only publisher, with a little print on 
demand, but we are really an ePublisher. We work with 

Skadden Arps and a daughter-in-law formerly at Cleary 
Gottlieb, and now Associate Dean of Academic Affairs at 
New York Law School. And Jordan Greenberger of Moses 
and Singer, raise your hand Jordan. I’ve known him abso-
lutely all of his life, and I’m delighted to see him here.

And then there is Ellis Levine, the former Chief Coun-
sel of Random House and a colleague of Ken’s. There’s 
James Fox, the former Chief Counsel of HarperCollins, 
now retired. And Robert Levine and Kim Shepler, who is 
in the back of the audience who are our colleagues and 
the protectors of Open Road. So I’m very happy to be sur-
rounded by some wonderful lawyers.

I am what is kindly called a veteran publisher. I spent 
29 years at Random House where I was known, among 
other things, as the “Queen of the Backlist,” which fi ts 
into what I’m doing today. And then 11 years at Harper-
Collins as the Global CEO, where I started to look at the 
digital space and take it seriously. That was in about 2003, 
about 10 years after the notion of electronic publishing 
entered our consciousness and our contracts, and three 
years after the Rosetta case3 which focused on who had 
what rights, also very important to us.

When I left HarperCollins in June 2008 it was clear to 
me that the future of the publishing industry, which had 
been based on a broken model, large advances, few if any 
ancillary rights, return-ability of all books, was going to 
be digital. And so the story of Open Road and the story of 
digital publishing began concurrently.

It all started in the year 2000, 12 years ago, that a man 
named Henry Yuen turned up on the scene with an over-
sized clumsy electronic device called the Rocket eBook. 
Do any of you remember the Rocket eBook? Very few. If 
you have one, it’ll probably go to the Smithsonian. 

I responded favorably, as I have always embraced 
the new. But some of my colleagues responded with too 
much zeal, in particular Larry Kirshbaum, who was then 
CEO of Warner Books. He launched an imprint called 
iPublish, and he was going to set the world on fi re. Unfor-
tunately, one year after this launch, after many costs have 
been incurred and the only game in town was still the 
Rocket Book, iPublish was shuttered.

Now 12 years later, electronic publishing has arrived, 
and with it a secular change in the publishing industry. 
We are seeing a similar change happening. And the rapid-
ity of the change is mind boggling. Why is this happening 
now? Why is Larry Kirshbaum, who could have been 
seen as the visionary of i or e-Publishing and then left 
now the head of publishing for Amazon in New York. All 
things change. 

The emergence of major e-tailing sites, where eBooks 
are available instantaneously, devices that are inexpen-
sive, attractive and portable, authors, agents and publish-
ers who are making their lists available for the fi rst time, 
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So that’s really who we are. And I’m just going to tell 
you a little bit about the marketing and what we do. So 
that circle is our database, our digital marketing platform. 
And the intention is to bring the author and the reader 
closer together.

What we do is we compile all this marketing content. 
We are a content company. All rich marketing content like 
archival videos, conversations, photographs, anything at 
all. And we build stories around that content. Everything 
is tagged in our back end so that we can build on market-
ing milestones, and we can really get to people with what 
they want to know about.

So you see at the bottom we have a whole list of ver-
ticals of content communities, of blogs, of video sites, of 
book sites, and we work with every one of them. They 
can grab content from our site and we can push out con-
tent to them. And the intention is, obviously, to bring the 
author and the reader closer together. And this is working 
very well in us bringing the greats back to life, and also 
in supporting niche authors who have big audiences out 
there, and we want to reach them.

So very briefl y, these are examples of the kind of mar-
keting we do where you see that video far over on your 
left. If you look on the top right, if you click on the video 
where it says, “buy this book,” there’s a dropdown and 
you can go directly to e-tailers. All of the e-tailers can be 
reached directly from our site. And we have all kinds of 
analytics that tell us what we are seeing in terms of click 
through, etc.

We also show you here we do a lot of photo albums 
that can also be distributed. We are a syndicator, that’s 
what this is all about. We are a syndicator of content, of 
marketing content. And this is something that has not 
been done in traditional publishing, is being done by 
Open Road. We have very few competitors now, we will 
have more, but this is really what we do.

And I am just going to end—oh, and this is also a 
Banned Books Week slide, because what we do is we do 
mashups of video and mashups of text where we—in fact, 
today is the announcement of the Newbury winners, and 
we have a video of our Newbury winners, and it’s being 
picked up by blogs around the country. So an older book 
by a Virginia Hamilton or a Jean Craighead George will 
be viewed today on many, many blogs, and we will sell 
many, many copies.

So that’s really it. Judith spoke about the Wall Street 
Journal, there it is. I’m quoted in the Journal, and I’m quot-
ed a little bit backwards, but what I really said was that 
the consumer is not asking for enhanced books as yet, 
but as an experimenting company, we feel we have to do 
some of this. So you see there, Bob Marley, we are doing a 
Bob Marley book. We just did a Mohammad Ali enhanced 
book. We are doing a Y.A. enhanced book. 

the groups at Kindle, not at Amazon. The people at Nook, 
not at B & N. We are the ones that they come to look for, 
for digital content, and we want to work with them.

So very briefl y, this is Open Road. It was based on 
this layer cake, and “Author Brands” is our major backlist 
catalogs. “Publisher Partners” are where we do market-
ing, because we are really a marketing behemoth, and 
marketing is where it’s at because there’s a lot of noise on 
the net. And if you don’t market, and distinguish, and dif-
ferentiate your titles, you’re not going to sell them. 

So we have relationships with publishing partners. 
And we also do e-riginals, which are books that are born 
digital. And we also do—you’ve probably all have heard 
about Amazon shorts and Barnes & Noble something or 
other. Well, we have our short shots, which really is short 
version fi ction and nonfi ction. Everything is supported by 
our video, our fi lm and digital entertainment division.

Our video is really our special sauce. And we have 10 
crews going around the country to talk to authors, estates, 
other authors about authors, really compiling what we 
call mini documentaries. Our videos are not trailers, they 
are literally mini docs that are full of information. And 
everything is supported by a proprietary digital market-
ing platform. We are a BC-based company, a BC-owned 
company. And we’ve spent most of our money going into 
building this digital marketing platform which works 
with the social media.

Here you see actually Open Road in its entirety. You 
see Pat Conroy, that’s our Authored Brands, you see Home 
in the Morning, which is an e-original, a very interesting 
situation. No advances on any of these books. This book 
has sold, it’s a debut novel that we like to call, The Chosen 
Meets The Help, because it’s about Jews, and blacks, and 
civil rights south. We have sold more than 35,000 down-
loads of this book. The author has now written another 
book, One More River, that has just won an honor book 
of the Jewish Book Awards. And we have optioned the 
movie rights. So we can do a lot at our little company and 
make e-bestsellers. 

And then we have our publishing partnerships, the 
one that we represent there is Mysterious Press, Otto Pen-
zler is probably the leading man in mysteries around—at 
least in America, maybe around the world. And we have 
a relationship to do backlist catalogs of great mystery 
writers. And we will do about 750 books in the next three 
years with Otto Penzler. 

I see someone’s eyebrows going up. Yes, indeed. We 
started in May 2010 and we have published more than 
2,000 books, about 150 authors, and we expect to have 
just about doubled that by the end of this year. And then 
everything as you see is supported by the digital market-
ing—by the proprietary marketing platform.
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tent producer. We make Apps and we’ve make books for 
about the past 20 years. For most of those 20 years we’ve 
been known as a book packager, and we’ve been happily 
making the transition to digital products.

I want to talk about our experience in making an in-
teractive book, in particular this one we made with Vice 
President Al Gore last year, and from our experience as a 
producer and a publisher.

Melcher Media has always produced very illustrated 
design intense books, kind of handcrafted one-offs. So 
as we follow the rise of eBooks and the Kindle, we are 
interested in digital publishing, but it wasn’t a fi t for the 
work we’ve been doing for a couple of decades. Then the 
iPhone came out and the App store, and we started to get 
more interested in doing digital books.

In 2009, we worked with Al Gore to create the print 
edition of Our Choice, which was published by Rodale. We 
had produced the book An Inconvenient Truth in 2006. This 
was Mr. Gore’s follow-up focusing more on solutions and 
more detailed coverage of energy and other issues.

The book came out in October of 2009, and about that 
time we approached Mr. Gore and proposed doing an 
interactive version of his book. We started working on an 
iPhone version, and a few months later the iPad came out, 
and we quickly changed tact to focus on both devices. 
And this actually exists on the iPhone as well.

So I want to show you what we made, which is Our 
Choice. It’s a fully interactive multimedia App. We devel-
oped it in partnership with two young developers in San 
Francisco named Push Pop Press, and with Mr. Gore, and 
in conjunction with Rodale, again, who is the publisher 
of the book. Came out in April of 2011. It was featured as 
App of the week. It’s done very well, and has outsold the 
print edition of the book. 

I want to show you a few things. We tried to integrate 
as many different kinds of media that were appropriate 
for the book, starting with the 3-D image of the book. The 
iPad really gave us a blank slate and we thought about 
what a book could be on the iPad. So we focused a lot 
on interaction design. We were blessed with having the 
content in place already so we weren’t doing two things 
at the same time. And the book itself was fully illustrated. 
We added photographs to the digital edition. We added 
some nice transitions. We added maps that tell us where 
you are, which is all sort of a basic level of interactivity.

Where we started to have more interesting things 
happen was when we brought in new original media. We 
commissioned 3-D animations. In the App you’ll hear Al 
Gore’s voice for all of these, which continue to play on the 
page.

Most interestingly, we also got into real programming 
and did some interactive pieces custom to the App. So in 

Do I think this is the future? I think this is a piece of 
the future. What I think is the real future is that a great 
majority of people will be reading on devices going for-
ward, and that’s what we have to do, is give them that 
content.

KEN SWEZEY: Thank you. I just have one question 
for you, Jane. Thinking about the midlist and the long 
tail of both the existence of a midlist and a long tail sort 
of imply some sort of massive success at the beginning, 
that then gives rise to this long future interest and great 
readership. Do you see anything happening differently in 
the digital world that’s going to make new author stars 
emerge so that they’ll be beginning points of new long 
tails that will then have midlists and move on from there?

JANE FRIEDMAN: Absolutely, because the legacy 
publishers are not going to be able to continue paying the 
huge advances that they have to the stars that they have 
today, so you have to start making new stars. And the 
intention is to make new stars up front that then backlist. 
That’s the whole goal. The goal—you can backlist fi ction, 
you can backlist non-fi ction, not quite as well, but there 
certainly are areas of non-fi ction that backlist well. But we 
must be making new stars who are going to be the stars of 
the future.

JUDITH BASS: I just want to ask you, Jane. What 
you are not doing, though, is Apps, through the iTunes 
store, is that correct? Because we’re transitioning into that. 
And maybe if you can just make a statement about that, 
and then we can get David to talk about that, because 
we’re talking about two different things here.

JANE FRIEDMAN: Okay, so I can be—since my 
friend Charlie Melcher isn’t here, I can say exactly what I 
think about Apps. Apps are not books, we are not in the 
App business. I’ll never say never, because I never say 
never about anything. Well, I will say this, Apps do not 
represent what Open Road is or what I am. We have full 
books. I think that marketing Apps is plausible. I think 
that Apps cost too much money. I think they are very dif-
fi cult to fi nd on the iTunes store, and I would much rather 
put my money into the full reading experience.

KEN SWEZEY: With that introduction, David of 
Melcher Media is going to both present us with what 
Melcher has been doing over the last several years since 
the introduction by Apple and Steve Jobs of the iPad, and 
where they’re headed in the future. And David, of course, 
if you want to respond to what Jane just said in the midst 
of yours, and we’ll have a few questions for you at the 
end of your presentation. I think you’re going to work off 
of an iPad, and I hope technology is going to bless us and 
allow you to do your thing. Yes? You think so? We hope 
so?

DAVID BROWN: My name is David Brown, I’m a 
Senior Editor at Melcher Media. Melcher Media is a con-
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exciting time in the sense that things change every week. 
In particular, Apple’s iBooks announcement last week cer-
tainly puts our work on Our Choice in a different perspec-
tive as those tools become more democratic and the bar is 
raised in general for what an App book can be. 

So we’ve been thinking about what’s next. Our focus 
remains on how we can bring serious content to interac-
tive books, whether that’s an App or an eBook or for the 
iPad, or the Amazon Fire, or other Android tablets. We 
worked with Larry Kirshbaum’s imprint at Amazon and 
the author Tim Ferriss to make Amazon’s Fire version of 
a small App for Timothy Ferriss, as well as other Android 
tablets, and found that each platform, as I’m sure Jane 
knows too, presents a bunch of different challenges. The 
Fire itself was a diffi cult device to design for.

Some of the things we are thinking about and explor-
ing in our next projects include: In App purchases, how to 
extend the readers experience, and we are also exploring 
ways to make interactive books more social, connecting 
people while they’re using them.

There have been some magazines that have done that. 
And I think that integrating people’s intimate relation-
ships with books while they’re reading them is ripe for 
exploration, and we have some projects underway.

KEN SWEZEY: David, one of the questions around 
App development, because of the long lead time in terms 
of putting together a book App, and also because of the 
number of players involved; is the approval process for 
the Apps, since all of the business partners are going to 
want to say to each other, well, Al Gore should have ap-
proval, publishers should have approval, possibly soft-
ware developers, certainly packager. Can you just sort of 
speak generally to what are some approaches you guys 
at Melcher take, on a practical level, dealing with that 
question?

DAVID BROWN: Our Choice did have a lot of cooks 
in the kitchen. It turned out that the one that everyone 
worries about, which was Apple, turned out to be very 
easy. And everything we’ve submitted has actually been 
approved within 10 days or so. I’ll knock on wood for 
that.

In terms of approval, in the case of Our Choice, every-
one was very involved from day one. Al Gore was seeing 
builds and in the end approval on the author side was 
very easy. In my experience so far approvals haven’t been 
more diffi cult with Apps. I mean, there’s only the logistics 
to handle. 

KEN SWEZEY: Another question too, you were say-
ing that Our Choice, the App version outsold the print 
version. My question was, in the eBook arena a lot of the 
high sales numbers have come from deeply, deeply dis-
counted prices or even giveaways in some cases. Were 
you selling the App—I know you’re not selling it directly, 

this interactive graphic about passive solar, we can repo-
sition the sun and see how the house works in different 
seasons.

From the beginning we wanted to integrate docu-
mentary footage, and that led us into doing a lot of licens-
ing deals with documentary makers and news sources. 
There’s more than an hour of footage throughout the 
App. A lot of it came from a documentary series called E2. 
A lot of it also came from BBC and CBS sources.

This is a crowd pleaser. In this case we have an info-
graphic showing how windmills and battery power are 
linked for home power. And in this case, as you blow into 
the iPad, you are powering the windmill and storing your 
energy.

So as book producers, this was a new effort, and 
involved creating a lot of new teams. We have program-
mers, we have an interactive designer, a video editor, a 
video producer, audio producer, animator, as well as a 
usual editorial team. 

In the process we learned a lot about working with 
developers for one thing, about potential business models 
for App sales. And we also learned about dealing with 
rights, which historically we had been doing just for print. 
There were a number of novel rights issues that came up. 
For instance, several of the sources we were licensing still 
images from had never worked with Apps. Even getting 
AP on board, they didn’t quite know what to do with us. 
Some photographers assume that the economics of eBook 
are better for the publisher, since we don’t have to print 
books, so they reserved more money for their pictures, 
which was very hard to disabuse them of.

Video was a particular problem; we discovered that 
video was historically cleared for a period of time, three 
or fi ve years. And of course, books should last forever. I 
think that’s one of the big unresolved issues around li-
censing video for eBooks. 

And then mostly interestingly, it turned out that the 
most diffi cult thing to secure rights for in this case was 
the font. The font is a piece of software, and licensing 
software to embed in an App is not always easy. The font 
foundry’s asking terms would have given them a royalty 
close to Mr. Gore’s, and we were negotiating until a few 
hours before the App came out, happily ever after.

And again, the reception to Our Choice has been 
amazing. I don’t know if anyone has played with the new 
iBooks 2 and iBook Creator, but there’s a clear lineage 
between the work that Push Pop did for Our Choice and 
where Apple took iBooks.

When we were developing Our Choice, I worried that 
we would be late to the party. As it turned out, the idea 
of interactive books for adults was just beginning. Since 
then, we’ve been exploring different platforms for mak-
ing our products and different business models. It’s an 
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Sometimes it’s all one defi nition, sometimes it’s two, 
sometimes three. 

So what we’ve done here is try to present a couple of 
defi nitions that we think are claimed to use as a frame-
work for talking, but when you actually get a contract in, 
it’s not going to look like what we have when Jeff gets it 
up. But we’re hoping it’s a framework for you to use in 
your conversations, whether you’re representing an au-
thor, publisher or otherwise.

JEFF KLEINMAN: While it’s coming up, you know 
the thing that’s so cool from where I sit, I went to law 
school because my dad made me. But the thing that’s so 
cool about this whole world, I was on the subway a cou-
ple of years ago and a publisher gave me this book from 
FSG, so it’s a very literary, beautiful literary novel. And I 
was reading it, and sitting next to me was this guy play-
ing his PSP. And it was playing “Grand Theft Auto 3,” 
and I don’t know if you play that a lot? I didn’t, but basi-
cally what happens is there’s this kid running around the 
streets of a city beating the crap out of people. And I was 
like, oh this is appalling, oh dear, oh God, I didn’t want to 
look at this. And then the thing was I was sucked in. And 
I kept thinking as I got off the subway really bummed, I 
wouldn’t know what happened to that woman’s teeth, 
you know. I was so thinking like, what’s going to hap-
pen to the book. What will happen to our business and 
my daughter wanting to read, my daughter is 12, and I 
want her read. And I keep thinking, this is now why she’s 
going to read. And isn’t it so cool, like books are not just 
part of a conversation, they are the conversation. 

JONATHAN LYONS: So what we’re going to do is 
talk about contracts now that you would get from major 
publishers, independent publishers, small publishers. 
There’s obviously a big conversation going on between 
what are in contracts now relating to electronic rights and 
what were in contracts in years past. I think in the book 
there’s a case called Rosetta,4 which if you are not familiar 
with, you should become familiar with. And it really is 
one of the more interesting things going on right now, in 
the conversation of older publishing agreements. But Jeff 
and I will focus on current ones.

So the fi rst defi nition we have up there is just some-
thing we kind of came up with, “Electronic Book Rights, 
which shall mean the exclusive right to publish, and to 
authorize others to publish, the verbatim text of the work 
in whole or in part, such abridgements and condensations 
subject to author’s prior approval, not to be unreasonably 
withheld or delayed, in visual form for reading, by any 
electronic, electromagnetic or other means of storage, re-
trieval, distribution or transmission now known or here-
after devised,” etc. It’s confusing. 

I guess some of the key points that we look for in 
electronic book language as attorneys, and when you’re 

but was your team selling the App generally at full App 
price, or was there a discounting process that went into 
that big distribution?

DAVID BROWN: The discussion about pricing hap-
pened mostly before we released. And in the end we 
released at $4.99, whereas, the paperback sold for I think 
$26.95. So clearly volume is important in making any 
money off of these.

JUDITH BASS: One other question. What about the 
free-mium model of having free Apps that are coming out 
at the same time as the print books to defray some of the 
concerns, and the confl icts, and competitiveness between? 
Do you consider those apps to be competitive with the 
print versions?

DAVID BROWN: I’m not sure of any fully interac-
tive full length books that have a free version. I think that 
Kindle’s free chapter and iBooks free chapter is a great 
sales tool. And I know that there’s been some pressure on 
Apple to fi gure out how to do trial runs for Apps. Because 
in the App world, people think $5.00 is a lot of money. 
This is a bit of a tangent, but I also wanted to add one sur-
prising thing from our experience with Our Choice, is that 
only half of the sales were North American.

JUDITH BASS: Okay, so we’ve now gotten, I think, a 
great overview of the landscape that we’re dealing with. 
We’re now going to turn to some of the more concrete le-
gal issues that obviously are being faced as a result of this 
new world. 

I remember in the early ‘80s, looking at a publishing 
contract that came on 8½ by 14 inch paper, and they were 
pretty standard what those contracts were. I think now 
we are looking at new defi nitions, new—all kinds—what 
is an enhanced book, what’s an eBook, all of that. 

Some of that information we have shared with you in 
our materials. You’ll see there’s a section that we’ve just 
gathered together a bunch of defi nitions; grants of rights, 
some other competition work clauses that may be helpful 
to you when you are negotiating these deals. But we are 
now going to let Jeff and Jonathan talk about some of the 
issues that they face on behalf of authors and in dealing 
with publishers in negotiating these deals.

JONATHAN LYONS: So you’ve seen a couple of 
great examples of an App, and I guess enhanced eBook 
is to some degree what Open Road is doing. So now we 
have to get to the legal details of how that all works in 
publishing agreements. So we’ll try to cover some of that 
here.

The reality is I think I negotiated over 300 contracts 
this past year in publishing, and I’m sure Jeff has done 
a number, I can’t begin to say how many deals Jeff has 
done. No publisher has the same defi nition of what an 
eBook is, what an enhanced eBook is, what an App is. 
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it’s $5,000, maybe if it’s Patti Smith it’s a lot more, you 
know. It’s money that you were getting before. And then 
now when you bundle audio with eBooks there’s no ad-
ditional advance being talked about here to recognize the 
potential decrease in money you would be receiving from 
the audio standalone edition.

JANE FRIEDMAN: Can I just say one thing on this? 
You have to recognize that these two men are talking 
about new contracts for new books. Because I have been 
in the audio books business for a long time. I was the 
Founder and President of Random House Audio Publish-
ing, which was 1985. A lot of what’s happening today is 
that with backlists, there already are outstanding audio 
deals, and a lot of that now is coming into the mix. But 
they’re talking about new books, and audio and the digi-
tal download business, which is a growing business since 
there is no more business, basically, for CDs at all.

JONATHAN LYONS: And some of these authors 
have had relationships with their audio publishers, sign-
ing book, after book, after book, and this audio publisher 
has been publishing for 15 or 20 years, and now their 
primary print publisher has said, “We now need audio 
download rights at least bundled with your eBook.” That 
totally changes the nature of the relationship with their 
traditional audio publisher that they’ve had in place for 
many, many years.

JEFF KLEINMAN: So now on to enhanced eBooks. 
We got very confused when I was trying to fi gure this 
out a couple of years ago for a panel between the differ-
ence between enhanced eBooks and multi-media rights, 
because it gets very muddled. So what we got were a few 
defi nitions. “Enhanced eBooks” means the exclusive right 
to adapt and publish the work for any enhanced eBooks. 
And that means that’s all the rest of the stuff that gets 
included. The photographs, illustrations, all the stuff that 
Charlie Melcher’s company is doing. It’s really putting all 
the bells and whistles in place. 

JONATHAN LYONS: The question is, you hear 
people talking about enhanced eBooks, and then you hear 
people talking about Apps. And how do you distinguish 
them, and why would you distinguish them in the fi rst 
place, is part of the talking point.

With enhanced eBooks, typically what’s happening 
is you’re seeing just additional content being added on. 
There’s not a heavy level of interactivity, maybe light ani-
mation, just little things like that. But it’s photos, videos 
being added on to help sell the work. Some of it is mar-
keting. Some of it is successful, and some of publishers 
like Open Road have been successful. Other publishers 
who have done it have not been.

Taking it to the next step would be going to the App, 
I think, of high levels of interactivity like what you’re see-
ing with the Al Gore book, where it’s almost a completely 
different thing. Again, it all depends on how it’s defi ned 

representing authors, the fi rst thing I note is, “verba-
tim,“ in the second line. You want to make sure that the 
text itself, the integrity of the text is maintained, so if it’s 
changed, that the author has approval over whether it’s 
abridged or condensed.

The next part I would point out is that at the end, 
nothing is going to be added to the eBook, it’s just the 
text, there’s no images unless you deliver a book that has 
images in it already. There’s no enhancements, anima-
tions, any of the great things that you saw that Open 
Road can do, none of that is in a basic eBook defi nition. 
Jeff, anything?

I guess the other thing I’d add too, going forward, is 
just basic eBooks, just text and maybe whatever pictures 
are included in the book. Something that we’re seeing in 
publishing agreements that publishers are requiring is 
that audio rights be included. For an eBook to sell today, 
the argument is that it needs to include audio component 
in it. 

Whether that’s the case or not, I’m not sure, I prob-
ably would think that that’s true, but certainly it’s all sup-
position, so we’ll see, but that’s certainly a talking point. 
And especially with one publisher in particular, it’s a very 
contentious talking point, and it’s been a deal breaker. 

JEFF KLEINMAN: Yes, publishers really feel—it 
feels from my side of the desk that publishers are—Jane, 
would the word terrifi ed be not appropriate? It really 
feels like they’re so scared about where things are going, 
that rather than carve up rights, they’re going to try to get 
every right possible even though they’re maybe not going 
to exercise any of them, or just a very few.

KEN SWEZEY: Can you just explain the sticking 
point around the audio, is it that you want a separate au-
dio book, downloadable audio as a separate right? Is that 
where you are sticking?

JONATHAN LYONS: Yeah, what this publisher and 
other publishers are asking now is that they be able to sell 
audio rights bundled with the eBook edition. So when 
you buy the eBook you can listen to the audio version as 
well. And it’s not just—I mean, in the past it was just text 
to speech, which is something I was part of. Now they’re 
trying to expand that beyond that too. What would you 
imagine to be an audio book, a downloadable audio book, 
because that’s where they see the market going. What 
they’ll say is, “Oh, we won’t separate the audio from the 
eBook.” So you can still retain traditional audio rights, 
standalone audio rights, and sell it to third party audio 
publisher. But the reality is that once there’s a download-
able audio edition out there, even if it’s bundled with an 
eBook edition, it’s going to affect the value of the stand-
alone audio edition.

So as a representative of authors, it’s a concern when 
you were doing a deal in the past, maybe it’s $500, maybe 
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JONATHAN LYONS: We’re seeing it unfolding right 
now. I’m not sure of any App deal that’s died, that they 
couldn’t work it out between the two parties, between a 
fi lm studio, but I’m sure it’s happened. It’s certainly part 
of the concern, and it’s part of the reason why you have to 
be so concerned that everything is defi ned. 

There are—we’re going to get to later on, a number of 
factors to consider, and some specifi c language that you 
can try to get in to address concerns that would relate to 
if you do grant multimedia rights in a publishing agree-
ment and whether or not that would confl ict with dra-
matic rights. 

JEFF KLEINMAN: Key contract issues. We just high-
lighted a few of the biggest contract issues that we see 
that we end up negotiating. The fi rst one is, of course, 
the money. So the standard has become 25 percent of net 
received—

JONATHAN LYONS: For traditional publishers.

JEFF KLEINMAN: Right, the standard for traditional 
publishers. 

JONATHAN LYONS: The issue—I don’t want to get 
too much into this, but the issue is there’s certainly con-
tention between authors, and agents, and publishers as 
to whether that is the proper amount. And it’s part of the 
reason, probably there’s a number of reasons, but that’s 
one reason I’m sure that many authors are going directly 
to eBook publishers, or directly to Amazon, whoever it 
may be, because they’re getting a far better revenue share. 

What’s happened, and I think this will be talked 
about by someone else in more detail, but recently there’s 
a new sales model in place between publishers and Ama-
zon and Apple called the Agency Model. And in years 
past there was a model called Wholesale Model. Under 
the Wholesale Model, I think the royalty that we typically 
saw—sometimes—I mean, years ago Random House had 
50 percent of net, but right before this big change hap-
pened we’re seeing 15 percent of list price about under a 
Wholesale Model. You break that down as compared to 25 
percent of net under this Agency Model. And depending 
on what type of book it is and what the price point is, it’s 
actually less to the author under the agency model. There 
are some benefi ts, and agents support the big publish-
ers’ efforts to convince Amazon to start using the Agency 
Model, which go far beyond this conversation. But 25 
percent of net is low, I think, in most authors’ and agents’ 
minds.

And I think I can say fairly that Open Road pays 
far more as do all eBook publishers. And if you go with 
Kindle, if you go with Amazon directly, it’s 70 percent, B 
& N it’s like 62 to 70 percent. It all depends on what price 
point you put the book at. So currently 25 percent of net is 
the industry standard though.

in the contract. But for me it’s kind of an eye test, you can 
see the difference. It’s a step up in interactivity, and ani-
mation and just general level of contents.

JEFF KLEINMAN: See, I get confused on this. Have 
you all ever seen “How To Cook Everything”? Part of the 
Mark Bittman App, “How To Cook Anything”? I know 
the people that did it and they defi ned that as an App, 
but that was all the verbatim text that they took, and they 
lifted literally chunks and put it together. But then they 
put it in a blender and totally mix it up and add all sorts 
of other stuff. So what is it? It’s the full text, but it’s also 
this wholly very interactive product.

JANE FRIEDMAN: I want to say one thing on this 
too. All the marketing that I showed you from Open 
Road, that is not included in the book. We do not inter-
rupt the text, that’s all marketing material. The only en-
hanced books that we have done, that we are doing are 
about four. One was, and you’ll understand why, Chaos, 
the great iconic book by James Glick from many, many 
years ago. He always wanted to see a pendulum go like 
this when he talked about pendulum theory. So we put in 
four or fi ve what are called info-graphics. But basically, 
I have to go on record as saying, I do not believe in the 
enhanced book as a book. I think it’s another experience. 
And I think that sometimes it can make—there’s added 
value. If we’re doing Bob Marley, you want to be able 
to hear his music. But that’s taking you out of the book 
into something else. And that’s why I think there is a 
distinction.

Now, you guys know that enhancements used to be 
stricken from contracts because of dramatic rights. It used 
to be that if you did any enhancements, you would risk 
not being able to make a movie deal. So I mean, it’s all 
changed. The vernacular has changed dramatically.

JONATHAN LYONS: And that’s like one of the fac-
tors in here. If you look at this multimedia App slide 
you’ll see this line at the end that we have: “Provided, 
however, that if motion picture and television rights are 
not granted to the Publisher in this agreement, multime-
dia App rights do not include the right to create and use 
dramatic versions of the work in electronic media.” I’m 
not 100 percent sure.

KEN SWEZEY: Have you encountered sort of the 
realm of clearing the publisher’s release at the studio and 
with this kind of a clause? I mean generally speaking, 
a book publishing contract would say that a publisher 
would give a release, because generally speaking, if the 
publisher didn’t take motion picture rights, they would 
cooperate and it would be in their benefi t to see the mo-
tion picture come out. But here where the publisher might 
have multimedia rights, and even might agree that they 
haven’t taken the dramatic, is the studio going to say 
“that’s not enough,” or “we need a more full release from 
the publisher”?
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So we work in partnership with Amazon, not in the 
legal sense of partnership, but we work with them very 
closely, and they love our marketing, because our market-
ing helps to sell more books from their website, as well as 
others. 

So we always talk to our friendly agents and lawyers 
and say, it may be 50 percent, or 60 percent or 70 percent, 
but if you don’t get the marketing, you’re really losing 
out.

JEFF KLEINMAN: We’ll touch a little bit on that and 
kind of break that all down for you in a minute.

JONATHAN LYONS: Just one other quick point, 
too, is there are obviously other ways to pay for eBooks 
in something called the Subscription Model of Sales. If 
books are being bundled together for a certain price, let’s 
say you pay $10 and you can access 30 titles a month. 
The question is, how does that break down for individual 
authors?

Certainly if you have a Jonathan Franzen in there 
with 29 other authors of far lower sales and maybe brand, 
it’s arguable that Jonathan Franzen should be getting a 
higher percentage. That’s not worked out at all in con-
tracts either. If you see the second language, this is what 
most publishers are suggesting now. So that’s a point of 
contention. And whether or not you should have approv-
al as an author—certain authors, at least, of being even 
involved in the Subscription Model of Sales, is something 
that’s also a point of contention as well. 

KEN SWEZEY: So just to stop on that, so that the 
notion is that if the A-level content, bestselling author or 
whoever it might be is being put out on a subscription 
platform with all the content of a publisher, thousands 
of authors, let’s say, you run a risk of some kind of bean 
counter analysis saying “Well, there’s 1,000 authors, each 
one gets one, one thousandth, even though you’re A-con-
tent is driving 80 percent of the traffi c or something.”

JONATHAN LYONS: Yes, unfortunately what 
should happen and what could happen is that they can 
keep track of the page views for each piece of content. 
And then you can see, oh, Jonathan Franzen’s work has 
generated 80 percent of it, and so he gets 80 percent of the 
revenue share. But some of the people who are proposing 
Subscription Models of Sales don’t offer that detail. And if 
they don’t, is that fair to the high profi le author that you 
might be representing?

The other last revenue possibility, I guess, is just li-
censing. Under the Agency Model of sales it’s not being 
called technically a license, but there are still plenty of 
situations where there is a license between a publisher 
and a third party. And in such instances, the split that you 
see is 50/50 between author and publisher. Considering 
the unknown future and very strong potential future as a 
representative of authors, I always encourage authors to 

So the issue is if you’re going to do these deals with 
these publishers, hopefully the royalty will improve at 
some time in the future. And so you have to re-negotiate 
the language. And this is another source of contention 
between authors, agents and publishers. The language we 
presented here is kind of the horrible language, which is 
the bare minimum that I would expect in a contract.

At a certain period of time, post publication, you can 
renegotiate the rate at the author’s request. Certainly, 
there are far better things out there. Some more objective 
standards, which a couple of publishers add, which one, 
if three of six, or two of six, or four of six of comparable 
size publishers change their eBook royalty and improve 
it, then you will get that eBook royalty as well. It’s a most 
favored nations language which, if any big publisher of 
comparable quality or size improves their eBook royalty, 
you’ll get it as well.

There’s also this great language, which has now dis-
appeared from one publisher, that you could renegotiate 
your language at any time after two years, I think, from 
publication. And if you fail to come to terms, they had to 
stop publishing the eBook edition, which was beautiful. 
But as of four months ago, they stopped doing that.

JUDITH BASS: Yes, I just want to point out also, in 
the materials there are three articles from the Authors 
Guild, one of them is called “The eBook Royalty Mess 
and the eBook Royalty Math.”5 And that will take you 
through the different calculations, they’re really very 
helpful. They’re also on the Authors Guild website. But I 
think if there is any confusion about any of this, it’s really 
an excellent presentation. Of course, the Authors Guild is 
very much at the forefront of trying to push for a greater 
share of the royalties than 25 percent to the authors.

JANE FRIEDMAN: I just want to say something on 
this, because having been the CEO of a Big Six, and hav-
ing had a royalty of 25 percent of net, it is not—I think it’s 
very low, but it’s not because it doesn’t cost any money to 
do the eBooks, it does.

When I started Open Road we came out, at that point 
it was really revolutionary, we were a 50/50 partner with 
the authors, 50 percent. Shortly thereafter, Amazon went 
to 70 percent, and there’s also Barnes & Noble that’s at 
60. I say that the 50/50 is in my opinion, the fairest of 
them all. And the 50/50 means that we get content for 
marketing.

What the publishers like Amazon and B & N, when 
they put on their publisher’s hat, are saying is they can 
give higher rates, but they really don’t market. Now you 
can all say, “Oh, what do you mean, Amazon markets a 
lot.” Amazon does not market a lot, Amazon uses algo-
rithms. Amazon is completely brilliant. But Amazon uses 
science, and publishing is a combination of art and sci-
ence, and you can’t rely only on the algorithms to do your 
marketing for you.
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JUDITH BASS: It’s also the gift-ability, right? It’s 
hard to give people a gift of an eBook, or is it?

JANE FRIEDMAN: No, no. Please check on
giftof.com, which comes from Open Road. It is a video, a 
short video that tells you how to gift from each of the e-
tailers. So if you look at giftof, we got a lot of play around 
the holiday time.

JONATHAN LYONS: Obviously, something here is 
if you even reserve some of these rights, can you exploit 
them, which in today’s contracts it’s very hard to do so. 
To certainly exploit the entire text, very few publishers 
would agree to that. What they’re mostly doing is allow-
ing for carve out exceptions which you negotiate at deal 
time.

JEFF KLEINMAN: So a couple of other factors to 
consider now in publishing contracts, it’s sort of amazing, 
when you’re dealing with publishing contracts you re-
ally need to specify, whether it’s going to be a hardcover 
original or a paperback original in print, like a real live 
book. And it’s getting harder and harder to get even that 
kind of clause because the publisher will say, “Gosh, I’m 
publishing a year from now, who knows if they’re going 
to have paper. There may not be trees a year from now.” 

JANE FRIEDMAN: You have to call them physical, 
not real life. eBooks are also real life.

JEFF KLEINMAN: You’re right. Physical.

JONATHAN LYONS: And that’s actually surpris-
ingly again, with two of the major publishers, that’s a 
very serious source of contention right now. That’s even 
getting them to print on paper, not even hardcover, print 
on paper. And it’s a big, big fi ght, especially if you’re not 
a name brand author.

So the other factor with eBooks, and the rise of
eBooks and eBook sales is, out of print. This has been 
going on for a little while now, and I think the Authors 
Guild probably—I’m pretty sure they have some good in-
formation on here as well—as it relates to a big fi ght they 
had with one of the publishers a few years ago. But in 
years past, before eBooks were a factor, it was like, if the 
book is in print, meaning available for sale, book stores, 
order online, order through regular trade channels and 
order through the publisher’s catalog, and print books. 
But now for an eBook, as soon as you create an eBook, 
that means an eBook is already available. And there’s no 
effort anymore on the publishers’ end, they’re not push-
ing it to get it in the book stores, they’re not pushing it in 
the catalog, they’re not doing anything.

So now the argument is, if you’re going to include
eBooks, whether or not a book is in print or not, be-
cause—let’s back up. Typically the term of contract for 
a publishing agreement now is life of copyright, term of 
copyright, and you can terminate if the book goes out 
of print or for certain other reasons. So if the book is no 

have approval over any such licenses, just because you 
don’t know what it’s going to be.

JEFF KLEINMAN: Competing works. To me, one of 
the bigger issues that we’re kind of facing these days is 
when you have the book come out in hard cover or print 
and then you want to do something else. Mostly it’s some 
type of App or enhanced eBook that somehow you’ve 
wrestled away from the publisher. 

So I’ll just give you an example. I have a very well-
known cookbook author who published her fi rst book 
back in the ‘70s, and we wanted to do a big App around 
her cookbooks, there’s a dozen of them. So we went to the 
publishers Hyperion and Random House, and a couple of 
others, and said, “Okay, can we use X percent and we’ll 
give you credit, and we’ll make sure that there’s links, 
and we’ll do all this stuff.” And the publishers said, “No.” 
They would let us use, I think—we pushed them, we 
got up to 10 percent, and that meant there was going to 
be fi ve recipes in this App. That’s an exaggeration, there 
would probably be seven. 

So one of the biggest issues these days, and the rea-
son they said this, is because they would be competing 
against the original sales of the book. When is something 
competing and when is it enhancing sales?

One of the things—before we go into the contract 
stuff, one of the things that seems really clear and it 
would be interesting to have Jane’s take on it. When 
books come out as eBooks only, they may sell 10 copies, 
but if there’s a print component and they come out the 
same time, they would sell 40, 50 copies, the numbers are 
vastly higher when it’s eBook plus print at this stage. 

JANE FRIEDMAN: I don’t know where you have 
that idea. I mean, I think that it depends on whether 
you’re talking about front list.

JEFF KLEINMAN: Front list books.

JANE FRIEDMAN: Front list, okay. Front list I think 
you’re right. But in backlist, e-only with POD both seem 
to sell. My good friend Richard Curtis at E-Reads, which 
is another eBook publishing company, says his sales of 
POD, Print On Demand, and his sale sof eBooks are just 
about 50/50. Now E is starting to get a little bit bigger.

JEFF KLEINMAN: But driving sales, it seems like 
that hard cover—

JANE FRIEDMAN: Driving sales, yes. Absolutely.

JEFF KLEINMAN: It seems like that hardcover, hav-
ing that copy standing there and somebody sees it on the 
bus, that will allow you to go sit there with your Kindle 
and download it, and it sells more copies.

JANE FRIEDMAN: That’s the discoverability. That is 
the one thing that we don’t have on the e-front, and we’re 
trying to fi gure out what to do about that.
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have to consider approvals, costs, liability, all the differ-
ent things that go in there. And also when you’re granting 
this multimedia App right, you’ve got to make sure that 
it’s limited, as we kind of hit on briefl y, that it doesn’t 
dive into the world of fi lm, that it doesn’t dive in to the 
world of gaming even though some Apps do have games 
surrounding them. So it’s all new ground. And I don’t 
think there’s any settled language with any publishers 
that I know of. It’s every single time it’s a new conversa-
tion to sort all this out. 

Certainly, the fi lm dramatic rights issue is prob-
ably one of the most important, and there’s no real easy 
answer here. From the point of view of representing an 
author, you try to add some qualifi ers in there, but what 
I try to get in there is that if a fi lm producer has an issue 
and you can’t work it out, between the publisher and the 
fi lm producer, then you’re going to pull the App. 

So at the end of the day a produced fi lm at this point 
is going to be far more lucrative to the overall sales of 
the book than a produced App. That’s my change, that’s 
again, another hard, very diffi cult clause to get in there.

JUDITH BASS: It’s also the case that even some of 
the studios, there’s an animation studio that I’m deal-
ing with up in Canada that is actually instead of doing a 
television series, they want to get the rights and do really 
more what are really enhanced eBooks. 

So it’s coming at it from both sides. Everybody is sort 
of in the business of producing multimedia content now. 
And the way we’re trying to resolve this is have the pub-
lisher meet with this animation producer and studio actu-
ally, and see what they can work out together in some sort 
of joint venture of some sort.

JANE FRIEDMAN: I don’t know whether you all 
just heard, but today NBC, the last network, has now an-
nounced that they’re going to have a books division.

JEFF KLEINMAN: NBC to cover books, oh my God.

JANE FRIEDMAN: NBC, they’ll be doing print 
books, but basically what they are going to be doing is 
combos that are probably closer to enhanced. But they 
were the last one who didn’t have a book publishing com-
ponent. ABC has Hyperion, CBS has Simon and Schuster, 
and NBC will now have its own books, hiring someone 
who started out actually at HarperCollins with me.

JEFF KLEINMAN: So the two other issues to kind of 
fl ag is any kind of reversion, you always want to make 
sure you get all the rights back for your author once 
contracts are over. And then try to set some kind of time 
limit on it, two years ideally after publication, to have 
the rights revert back if the publisher has indeed grabbed 
the rights. So if the publisher doesn’t do something with 
them, then the author hopefully can.

longer available as a print edition, there should be some 
kind of sales threshold for eBooks. What that threshold is, 
is a matter of debate. But its question is, have you sold at 
least 150 copies in the last accounting period, 300 copies, 
500 copies, because it all depends on the author. But it’s 
certainly a big discussion.

JEFF KLEINMAN: So now we’re in the multimedia/
App factors to consider. There’s lots of these in teenie 
weenie print. But one of the issues is, whenever you’re 
dealing with Apps, they become so expensive, as you can 
see from just the examples we saw. Who pays for these 
and then how does this stuff get divided, and it becomes 
a real problem. You have something that may be worth 
a lot of money just because you have all the video, you 
have all the stuff done, but then you still have to assemble 
it. 

One of the interesting things, we represent Discovery 
Channel. And Discovery Channel has lots, and lots, and 
lots of footage, that’s great. But just because they have 
millions of hours of footage doesn’t mean any of it is ap-
plicable for an App or a multimedia book, because that 
has to be a minute to three minutes maximum. It has to be 
so tight, and so clear, that they think have all these assets, 
Discovery, but it turns out they may not, or it may cost so 
much money to edit it down, it wouldn’t be worthwhile. 

So you have these types of issues. You have the rev-
enue share, how are the revenues going to be shared. A 
lot of the times what it is, is the App developers will incur 
the costs and then after their costs have been recouped 
then they’re going to split it in some way. 

A lot of times other people will ask the author or the 
publisher to create all the assets themselves, the video, the 
audio, the whatever. And then they split it that way, they 
fi gure out what the percentage is. It becomes very com-
plicated, but it’s also kind of workable. The nice thing is it 
feels like this is such brand new territory that everybody’s 
ready to kind of work it out and fi gure out what works.

And the other nice thing is, the App developers will 
say, “Dude, this is way too expensive, we can’t do it, we 
don’t see it’s going to sell that much.” Which is like regu-
lar publishing, but for some reason it seems easier to deal 
with App people, because it’s much more of a clear cut 
decision.

KEN SWEZEY: Are you getting signifi cant royalties 
on Apps for authors? Either one of you, that you sold?

JONATHAN LYONS: No.

JEFF KLEINMAN: I think the proper word is “bup-
kis,” but that doesn’t mean it won’t be there.

JONATHAN LYONS: So we just mentioned a few, 
there’s tons and tons of factors, but you know, anytime 
there’s additional material or content being added, you 
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So there’s the direct and then there’s the distributors. 
And then there are the people like Jane, which are the 
eBook publishers. So the way you can distinguish it and 
to fi nd an eBook publisher is, which makes it different, 
we think of them as curated versus non-curated. So the 
curated publishers are a lot of ways to me, very much the 
traditional publishers. They are the people that edit the 
books, they’re the people that market the books, they’re 
actually doing something. And for that they get a percent-
age, as opposed to the distributors who are doing a real 
mechanical service of putting that content up on the e-
retailer. Does that make sense?

JANE FRIEDMAN: Absolutely.

JEFF KLEINMAN: So when Jane was talking about 
marketing, that is a really valuable component that some 
people are doing. Some other authors feel that all the Seth 
Godin people of the world, the program that they were 
doing, “I’m so tapped in, I have 12,000,000,000 Twitter fol-
lowers, I don’t need you, Jane, I can do it myself.” That’s 
what some authors think, and the question is, sometimes 
they’re successful, but very often they’re not.

So it’s one of the things I think to really kind of be 
aware of is, when you keep hearing about all these self-
published successes, they are very few and far between. 
There are a lot of books being published and it’s really, 
really hard to fi nd them, so that the marketing component 
really can be critical.

JANE FRIEDMAN: I couldn’t have said it better. No. 
I just want to say something about self-publishing. Grow-
ing up in this business, we call it Vanity Publishing, and it 
really had a stigma of you know, you couldn’t get a pub-
lisher. I have always said that anyone who wants to write 
a book and publish a book, in my opinion, should be able 
to do it. So I’m for self-publishing. What I am not for, a lot 
of the distributors who just who promise something and 
don’t deliver.

I think that I go back to the marketing element of this 
business. We are curatorial, we do only 12 new books a 
year, but we’re even curatorial with the backlists, it’s very 
important for us to stand by the books we publish, the 
authors we publish, the brands that we publish, and the 
marketing is the differentiator. 

So there is no reason not to be with an Open Road, an 
eReads, and OR Books, all of these small publishers that 
have now come up that do what they say they’re going to 
do. 

And it’s an interesting quandary, because the Big Six 
are very good publishers in certain ways, and I would 
never denigrate them, I’ve been there, done that. But I 
will say that on this e-front, it is very hard to be both a 
physical publisher and an electronic publisher. And the 
one who loses in that case is the author. And being an 

KEN SWEZEY: So that notion is the use or lose it?

JEFF KLEINMAN: That’s the hope.

KEN SWEZEY: They should use it or you can revert 
it?

JONATHAN LYONS: Yes. It’s the same type of thing 
you can try to get in and sometimes successfully get into 
audio or foreign. The idea is you’re getting a certain num-
ber of rights, but after publication unless the book does 
exceptionally well, after a couple of years it’s—

JEFF KLEINMAN: Everybody’s moved on. And it’s 
really frustrating when you’ve talked to those publishers 
and they’re like, Dude, do you know this isn’t tops on the 
list anymore. Then give us the rights and let us do some-
thing, but no, it might compete. You want to stab yourself.

I was going to talk very briefl y, just because I want 
to make sure everybody kind of understood the way 
this whole eBook stuff works. And so this is just very, 
very brief to kind of understand it, because I kept getting 
confused. 

There are these things, as Jane calls them, the e-tailers, 
the people like the Barnes & Nobles, the Amazons, they’re 
the actual companies online that will sell you the book. 
That you go on there and you click, and you spend $9.99 
or $4.99 and it magically appears on your iPhone or your 
iPad. Those are the direct e-tailers. 

The other part is there are distributors, because it’s 
not just these Big Six or Sevens, the Kobos and Sonys, 
there’s all sorts of other smaller entities out there that are 
also selling directly. And so one of the big questions is, 
well, if you’re an author and you want to be doing this, 
do you just want to be on Amazon, do you just want to be 
on Apple? 

Did you all hear about Apple, is they’re starting a 
whole new division for self-publishing with text books 
and with self-published authors, but again, it’s stuff that’s 
just supposed to be on the iTunes store or iBooks. So one 
of the big questions is, how do you want to be distrib-
uted? And it may be okay that you’re just going to be on 
Amazon or just on B & N. Your author may say, “I really 
want to be everywhere, and I want to be international, 
and it’s more important to me that I’m all over the place.” 
And to have the author do it directly can be a nightmare. 
You have to go to every place, you have to do agreements 
with everybody, you have to keep track of it. 

So one of the things that people were doing is things 
called distributors. So Percy has Argo Navis, Mint Right, 
Book Baby, these entities I listed here. And what they do 
is they have agreements in place with all these different 
companies, and they usually yank out 10 percent, some-
times a lot more. But they will distribute the books and 
make sure that the Amazons, and Sonys, and Kobos and 
the various other e-retailers can actually sell the book.
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JEFF KLEINMAN: Safe assumption.

JAY HIMES: And we will get along fi ne, because nei-
ther do I. (Laughter) As Judy mentioned, I spent most of 
my career doing a wide variety of commercial litigation, 
including entertainment law.

I’ll give you a very quick overview of the antitrust 
laws that matter in this particular context, and then I 
want to talk about the facts that have been sort of eluded 
to, and a couple of the cases that shed some light on the 
issues that are presented by these cases.

You may have heard of something called the Sherman 
Act. The Sherman Act is the oldest and probably most 
important antitrust law. If you could copyright the law, 
Senator Sherman would not have gotten one on this par-
ticular statute, parenthetically. He had literally nothing to 
do with writing what was eventually passed by Congress, 
and in fact, criticized and argued against what his fellow 
senators had in fact written, but he nevertheless got his 
name to it, and he’s remembered for it ever since.

The Sherman Act in its principal section prohibits 
all contracts, combinations or conspiracies in restraint of 
trade. And you can think of all of those terms; contracts, 
combinations or conspiracies as synonymous with agree-
ments, they require at least two people. A single person 
acting alone doesn’t violate that particular part of the an-
titrust laws.

So what antitrust lawyers who are trying to bring 
these cases look for, obviously, are therefore a combina-
tion of two or more people involved in some kind of re-
straint on trade. And of course, the best restraints are the 
ones by competitors, because those typically limit output, 
or they may limit marketing areas, and those are really, 
really bad. People go to jail for doing those sorts of things.

In the particular context we’re talking about, eBooks, 
you will mostly I think remember back in 2007, 2008, 
Amazon came out with its Kindle Reader and the associ-
ated application, and that was your fi rst really big de-
velopment of the eBook. In a rather short period of time 
Amazon had a very commanding position if you want to 
call, sales of eBooks marketplace, I’m not sure you can for 
antitrust purposes, but forget that for the moment. Cer-
tainly, they had on the order of 80 percent of the sales of 
eBooks in the sense of actually downloadable digital text, 
not just purchases of books online.

Amazon, as part of its practice, adopted discount 
pricing. You remember the $9.99 price point that Ama-
zon chose for new introductions, books that sold in hard 
copy form for considerably more than that. Amazon was 
losing money on each of those particular sales. And I’m 
using sales liberally here, they’re technically licenses, 
but for our purposes it really doesn’t matter. Those $9.99 
transactions were costing Amazon money. Why were they 
doing that? They were making it up selling Kindles. And 

author-centric publisher, I think that’s the most important 
person.

JONATHAN LYONS: I would just add one thing 
about all this stuff. As representative of authors, you have 
to think about exactly that, and for that specifi c client it 
doesn’t make sense to go with the traditional publisher. 
You would look at their eBook sales, if there’s a certain 
tipping point, a threshold that they meet, or in their eB-
ook sales it might make much more sense to go with an 
eBook publisher as compared to a traditional publisher 
because of the amount of money you are receiving.

There are other things, too, which we didn’t even hit 
on. Lots of times some of these options are viable for out 
of print, not typically for eBook publishers but obviously 
distributors and for going to direct, if you have a novella 
that you couldn’t get anybody to pick up, not even Book 
publishers pick that up, so it all just depends on the au-
thor and their career, and each of these things might work 
depending on the situation.

JEFF KLEINMAN: I think from our standpoint as 
agents, I think there’s a lot of agents who are also scared, 
but it really feels like we’re becoming rights managers, 
because these are not simple issues that you’re dealing 
with. And just parceling out these rights as you all know, 
you want to pull your hair out. I can’t even imagine a 
truck driver in Michigan trying to do this. Not that there’s 
anything wrong with truck drivers in Michigan.

JANE FRIEDMAN: You mean you’re talking about 
distributors? You’re referring to a distributor?

JEFF KLEINMAN: No, I’m talking about the authors. 
You know the truck drivers—my family comes from truck 
drivers, I don’t know why I do this, but it’s really hard to 
fi gure this stuff out. And I think there’s always going to 
be a place for especially people like you guys and me, be-
cause we really have to fi gure out which rights we should 
keep and how to hold them.

JUDITH BASS: Thank you very much Jonathan and 
Jeff for what was a really fabulous, very high level discus-
sion of really the key issues that many of us I’m sure are 
facing. 

Now, one of the things that was mentioned was cer-
tainly about the eBook pricing, and the change from when 
Amazon started coming out with pricing books at $9.99 
and then the Agency Model came in, and the issues with 
publishers. There are some articles in our materials talk-
ing about how that all happened. But we’re very privi-
leged to have Jay Himes here to talk to us about what has 
now turned into a series of class action lawsuits and other 
investigations going against these very practices. And 
here’s Jay.

JAY HIMES: I’m assuming that most of you don’t 
know a lot of antitrust, and that means—
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product launch. There was a lot of buzz in the industry. 
But there was also at that very time that the iPad was 
introduced, talk about price. And Walter Mossberg of the 
Wall Street Journal was, in fact, captured on a crude video 
of a conversation he had with Jobs right after the product 
launch. And he asked Jobs why customers would want to 
purchase books for the iPad when they were rumored to 
cost between $13 and $15, and that was the price that was 
being bandied about at the time, while Amazon charges 
$9.99. Jobs responded by saying, “The prices will be the 
same. Publishers are actually withholding their books 
from Amazon because they’re not happy with it.” 

If you are an antitrust person, “the prices will be the 
same” starts you thinking a little bit. And when you hear 
someone talk about competitors withholding product 
from someone in the plural, your antenna go up even 
further.

How would this sort of arrangement come about? 
You heard some discussion earlier about this change from 
the Wholesale Model to the Agency Model. You prob-
ably know what this is, but let me try to walk through it 
anyway. 

Under the Wholesale Model, the publisher sells to 
the customer, it’s either typically a Barnes & Noble, at the 
time, a Borders, not anymore, independent book stores, 
even Amazon, to sell the hardcover book online. And it 
did those kinds of transactions typically at 50 percent of 
list, half of list price. That was a pricing convention that 
had existed for many years in the publishing industry. 
So in round terms, if you have a $30 book, someone like 
a Barnes & Noble or even an Amazon selling the book 
bought it at $15, and so everyone understood Amazon 
was also buying the eBooks at the same price. And as I 
said, selling them for roughly $10 taking a big loss, but 
making it up on Kindles.

Under the new Agency Model that came to be ad-
opted, the person doing the distribution, the Apple, the 
Amazon, the whoever was not, in fact, buying the book 
or licensing the book for sublicense, rather the distributor, 
the Amazon, or the Apple would become simply a distri-
bution agent. The publisher would sell the book. The pub-
lisher would offer the book at a price that it determined, 
not that the distributor determined under the Wholesale 
Model, and it could choose any price that it wanted. You 
might ask, does that make a difference for antitrust pur-
poses? It’s kind of iffy. 

For a long time it was a very, very bad thing for a 
publisher to try to impose the resale price on one of its 
customers. That law’s kind of changed in recent years, but 
it’s still not what I would call a place where bright lines 
are really very evident. So it made some difference from 
a legal point of view, whether a publisher adopted an 
Agency Model, because then it clearly could set its own 
price to the ultimate reader. And that was the idea here.

the Kindles had a much bigger profi t margin, so Ama-
zon could afford that $9.99 to draw people in to buy the 
hardware.

The publishers were of course concerned about that 
discount price. Their own hardcover volumes sold for 
considerably more. At the time, digital eBooks were a 
very small percentage of book revenue, I think we heard 
the number fi ve percent as of 2010. Of course, that’s a 
small number, but the publishers saw that as growing, 
and they saw the $9.99 or $10 price point as one that was 
resonating with readers. And there was an expressed con-
cerned that those readers would come to think of books 
in the marketplace, hardcover books, as overpriced. They 
would come to believe that digital books, eBooks, should 
be priced at much lower levels and not without some 
justifi cation inasmuch as the distribution costs associated 
with delivering a digital copy are quite different from 
those that are associated with delivering a hard copy. You 
don’t print, you don’t bind, you don’t get the physical 
product to stores, you don’t have the issue of returns, and 
all that sort of stuff with digital books.

So this state of affairs with Amazon seemed to be put-
ting downward pressure on book pricing in general and 
eBooks in particular. And the publishers were concerned 
that that sort of situation would be felt most signifi cantly 
in the independent book stores. If this kind of pricing 
took hold in the hardcover marketplace and the indepen-
dent book stores as you all probably know, are a dying 
breed, so for that matter, are some of the chains, but that’s 
a different story.

Now Apple comes to the rescue here of the publish-
ers. Apple was and still is primarily a hardware company. 
They make computers, iPods, they made iPhones, and 
they had of course in the wings the device that for some 
years now people in the industry had been dreaming of, 
an easily usable computer that was sensitive to the touch. 
And there had been talk of tablet computers for a number 
of years, but nobody had ever been able to make one that 
captured any particular consumer attraction. But Apple 
had the iPad in the works and in development, that we 
have come to know, but in addition, it also had something 
else, it had a good distribution model for e-content. It had 
the iTunes Store, through which it was selling movies, 
and CD tracks, and full CDs, music. As a result of iTunes, 
it had a large customer base, and equally importantly, a 
lot of credit information that could easily be transferred 
to a book store. It had names, it had the associated credit 
information, and it had the experience with the infrastruc-
ture to be able to distribute content over the Internet. That 
made Apple an interesting option to Amazon as a poten-
tial distributor of eBooks.

So in January of 2010, Steve Jobs announced the iPad 
at one of his California conferences. And he described 
all of the neat and cool features that it had at that time. A 
number of the leading publishers lent their logos to the 
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price levels above those that Amazon was offering in the 
marketplace. 

Higher prices tend to be the sort of thing that anti-
trust lawyers wonder about. And higher prices, when 
they come about from a combination of individual com-
panies, is something that is certainly on the antitrust ra-
dar screen.

So that’s sort of the basic background of the facts. 
And you might ask, well, what law is there on this? And 
the answer kind of is, what goes around, comes around. 

There is an old case, it’s pre-World War II, in the 
United States Supreme Court, it’s called Interstate Circuit.6 
And this was the case that the United States government 
brought against the motion picture distributors, you 
know, the Paramounts, the Foxs, those particular compa-
nies that distribute motion pictures and have for years. 
And also against a major theatre chain in Texas called 
Interstate. 

And the basic facts were that Interstate sent a letter to 
all of the eight then distributors asking for new licensing 
terms for the fi lms that the theatre chain licensed. And 
essentially what the Interstate company asked for was 
an assurance by the distributors that retail ticket prices 
would be hiked, and not simply of course to Interstate, 
but to Interstate’s few competitors in the Texas market-
place. And Interstate also asked the distributors to pro-
hibit double features. Some of you may actually remem-
ber double features, I can. 

And just to give you some sense of the age of this 
case, the ticket prices that they were worried about were 
$.25 and $.40, there are probably few of us that can re-
member those. But the idea of course was that this was 
going to inhibit competition in the few areas where Inter-
state did, in fact, face competition from other companies. 
And Interstate could subsidize any limitations in revenue 
by its monopoly operations and, particularly, its conces-
sions, and things like that. 

So there was this letter sent to the distributors. All of 
them subsequently adopted these particular terms. There 
was evidence of discussion between the individual dis-
tributors, the motion picture companies. There were sim-
ply a series of discussions between Interstate and each of 
the individual companies to get the new licensing terms. 

The Department of Justice argued that that was suf-
fi cient evidence to show an agreement for the purposes 
of the antitrust laws. And the Supreme Court agreed. The 
Supreme Court said the nature of the proposals made 
on behalf of Interstate, the manner in which they were 
made, the substantial unanimity taken by the distributors, 
were facts from which an agreement could be inferred. It 
doesn’t have to be in writing, it doesn’t have to be formal, 
it can be solely the result of conduct, and solely the result 
of inference.

The distributor, be it an Apple or an Amazon, would 
then get a percentage for providing the distribution 
services. Apple typically took 30 percent from music 
and movies that were sold through its iTunes store and 
that became the percentage, apparently, that it agreed to 
take from the publishers—30 percent of the publisher-
determined price of the eBook to the reader or ultimate 
consumer. 

In addition, Apple insisted on, according to public 
reports, a most favored nations clause. It insisted that no 
publisher give better terms to any other eBook distributor, 
Amazon or anyone. And of course, from Apple’s point 
of view, that kind of arrangement made very good sense 
if Amazon or anyone else had better terms. And so the 
publisher was able to sell at less than the price being sold 
on Apple, users would simply navigate away from iTunes 
and buy from whoever had a better price, that’s really 
easy to do. You don’t even have to walk the way you do 
for the brick and mortar sales that otherwise permit price 
competition like that. 

So Apple insisted on an MFN, and that indeed has a 
certain price stabilizing effect. Now, look at the econom-
ics that you have here under an Agency Model compared 
to under the Wholesale Model. Remember that $30 book 
the publisher sold it to Amazon at $15, and therefore of 
course, that’s what it made. Amazon priced it at whatever 
level it wanted to. Apple decided that it was only going to 
take 30%, but the publisher could decide whatever price it 
wanted to sell at. 

Well, on that $30 book Apple’s taking something like 
$4.50 right? No, that’s wrong. I can’t do the math in my 
head. Thirty percent of $30 is $9. The publisher got what-
ever was the difference between $9 and the retail price 
that it sold at. It couldn’t sell at $10, it had to increase the 
price considerably to the retail customer in order to come 
out anywhere close to what it was getting under a Whole-
sale Model with Amazon. And in fact, if you do the math, 
the publisher has to actually sell the book at something 
near $21, a little above that to the end user compared to 
the $9 or $10 that Amazon was charging just to come out 
at the same $15 level that it was getting at Amazon. And 
even the publishers didn’t want to increase prices by that 
much. 

Indeed, you heard me mention the $13 to $15 price 
level. At that level the publisher is taking $9 or $10 com-
pared to the $15 that Amazon was paying. It’s worse off 
for sure on the individual sales of eBooks than it was 
before enlisting Apple and before shifting to an Agency 
Model.

Why would it do that? Why would it take less 
money? And the answer is, because in the short term the 
publishers were willing to give up that additional money, 
that additional revenue in exchange for what they per-
ceived to be better control of pricing, and to try elevate 
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clear that what they were doing didn’t make short term 
economic sense. 

I thank you very much. And I appreciate very much 
the invitation and the opportunity to talk here.

JUDITH BASS: And we thank you very much, Jay. I 
think we started a few minutes late, but perhaps we have 
a few minutes for questions from the audience. You can 
address it to any of the speakers. 

KEN SWEZEY: I think there’s a mic in the center if 
you want to go up and ask a question.

AUDIENCE: How is it that eBooks can be published 
around the world with the click of a button, fi rst of all, 
how do you determine what their territory is? And sec-
ondly, what do you about digital rights management so 
that somebody doesn’t steal something?

KEN SWEZEY: Do you want to try, Jane, or agents?

JANE FRIEDMAN: I mean, good question. The 
world has become global. The rights, once you market 
online you’re everywhere in the world. The e-tailers try to 
watch it and try not to sell outside of the territories, and 
try not to have product that they shouldn’t have, but it’s 
very, very complicated. And I think what’s happening 
is that boundaries are certainly being blurred. And it’s 
something that everybody has to deal with. There’s no 
answer yet.

JONATHAN LYONS: There’s already been some 
contention relating to print rights even in territories, es-
pecially between the United States and the U.K. And Jane 
said some great things a couple of years ago about that. 
So at least as from an agent point of view, I’ve seen more 
and more world/English deals to avoid those issues.

JANE FRIEDMAN: Yes, I think that’s what we’re 
all trying to do. More world/English rights would help 
everybody.

JEFF KLEINMAN: And DRM, everybody keeps go-
ing down the fence on this. It feels very much like DRM 
is going to be a thing of the past on some level, or they’re 
come up with some kind of other way of handling it. 

Interestingly enough, when you’re dealing with en-
hanced eBooks or Apps, it’s not the same kind of prob-
lem, because the text is actually so embedded and en-
coded into the actual piece of software, you can’t just lift 
it up, and print it out, and use it in your daughter’s book 
report.

JANE FRIEDMAN: The thing that is interesting 
about piracy, which is not what you asked, but piracy, 
is that we’re seeing less piracy of digital books than of 
physical books. That seems counterintuitive, but that’s the 
way it is right now.

KEN SWEZEY: Give them time.

In particular, the new licensing terms were differ-
ent than those that had existed in the past and they were 
not the sort of terms that any individual motion picture 
company would likely adopt, if left to their own devices. 
There was risk if any individual company adopted them, 
but if all of them did, and indeed if they all knew that 
each was expected to do so, then that could indeed result 
in an agreement. 

There was no need to prove that everybody joined an 
agreement at any particular point in time. You don’t need 
simultaneous action. The fact that the product involved 
was motion picture, and copyrighted, and a copyright 
owner has certain rights to set prices was not a matter 
of consequence in this particular circumstance, because 
you had, by the evidence, an agreement among a series of 
competitors in motion picture licensing to adopt the same 
licensing terms and pricing terms. 

So that’s a case that’s somewhat old, never overruled, 
but it shows you the kind of conduct that can result in an 
unlawful agreement. 

More recently, the same sort of circumstance arose 
with ToysRUs, where ToysRUs enlisted a series of sale 
terms that acted negatively towards warehouse clubs like 
Costco that were offering prices in real competition with 
ToysRUs. And again, in that case, the FTC found an un-
lawful agreement where there was a series of individual 
negotiations between ToysRUs and its toy suppliers like 
Mattel, and Hasbro, and people like that. There was no 
particular evidence of communication between Mattel, 
Hasbro and the suppliers, but they all knew that each of 
them was being asked to do the same thing and to disad-
vantage Costco and the other warehouse clubs. Some of 
them even testifi ed that it was important to them to know 
that their competitive suppliers were being asked to do 
the same thing by ToysRUs. 

And that was another circumstance in which the Sev-
enth Circuit upheld a fi nding of an agreement. The key 
consideration in both cases being that suppliers changed 
their course of business dealings in a new and different 
way. And in fact, the business change would have been 
contrary to the individual self-interest of any particular 
supplier were it acting independently. That can be an un-
lawful antitrust conspiracy.

That’s really the kind of case that’s presented by the 
Apple situation, the eBook situation with the publishers. 
That is a primary theory of the case where you could also 
talk about fashioning an antitrust violation from the in-
dividual negotiations between Apple and the publishers. 
That’s a little harder case typically, but it’s an alternative 
theory. 

And those are the essential kinds of issues that the 
case presents. Can you, in fact, show that the publishers 
understood what the others were doing? And it’s pretty 
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Focus Features, and was also at one point Associate Gen-
eral Counsel at the Beanstalk Group. So welcome to Rich. 

To Rich’s left is Miri Frankel, who has come to us all 
the way from Minneapolis, and we’re very pleased to 
have her. Miri is with Activision Blizzard, where she man-
ages and overseas what she calls top to bottom legal sup-
port for their Activision publishing Minneapolis business 
unit, which includes software development, publishing 
content, technology licensing for such interactive proper-
ties, such as video games “Call of Duty,” “Guitar Hero,” 
which I’m sure we all played at one point, and “Tony 
Hawk.” Welcome to Miri, and thank you for traveling 
to New York today. I did need to point out that Miri is a 
former Associate General Counsel at the Beanstalk Group, 
and former New Yorker, and so I’m sure that was part of 
the incentive to come back here today.

And to Miri’s left is my partner, Eric Schnabel, who 
is at Dorsey & Whitney with me. He is a partner and Co-
Chair of the fi rm’s Financial Structuring, Restructuring 
and Bankruptcy Group. And I’d like you to give a warm 
welcome to all of our panelists today.

So we are going to start with Oliver Herzfeld, who 
will speak about celebrity licensing. To encourage a lively 
discussion and some interactivity, we do encourage ques-
tions or comments throughout the presentation rather 
than holding them to the end of everybody’s talk. We do 
ask that maybe you wait until the end of the slide presen-
tation, unless you have a question you just can’t wait to 
ask. So without further ado, Oliver. Thank you.

OLIVER HERZFELD: Hi everyone. Thank you, Sar-
ah, for that beautiful introduction, and Diane Krausz for 
inviting us all here today and setting us all up. Thank you 
to my colleagues for joining me here.

Celebrity licensing has really exploded in the last few 
years. So I guess the fi rst most foundational question is, 
why are retailers interested in celebrity licensing, and the 
answer is that they want to differentiate themselves from 
their competitors. They want to leverage the appeal of the 
celebrities. And they want to attract and drive consumer 
traffi c. 

Some of the most recent examples are that you open 
the paper in the morning you’ll see that Martha Stewart 
is at JC Penney now, and Vera Wang at Men’s Warehouse, 
the Kardashian Collection at Sears, Jennifer Lopez and 
Marc Anthony at Kohl’s, Madonna at Macy’s, and the 
list goes on and on. Kathy Ireland at Fur Vault at Macy’s, 
and Salma Hayek gets CVS, so there’s no shortage of 
examples. And if you start looking at fragrances, it’s just 
without number.

I mentioned that the retailers want to drive consumer 
traffi c, but what do the celebrities want out of it? The 
celebrities of course want additional revenue, but what 

CURRENT AND TRENDING TOPICS IN BRAND, 
FAMOUS PERSONALITY AND CHARACTER 
LICENSING: DEVELOPMENT TO BANKRUPTCY

DIANE KRAUSZ: I’m really, really thrilled that 
Ethan Bordman and I now present the second program 
of the afternoon. And now to introduce my colleague 
and friend, Sarah Robertson of Dorsey & Whitney, she’s a 
partner there. And she’s a partner in the Trademark and 
Creative Industry’s Practice Group where she advises—
you can read all about her on pages 219 and 221 in your 
book. 

The interesting thing is that she advises clients in all 
different areas in fashion, music, new media, start-up 
companies. She’s originally from Toronto, Canada, and is 
also the Secretary and Treasurer of the Canadian Ameri-
can Bar Association. And because she’s fl uent in French, 
that’s how she’s going to conduct her moderating today. 
(Laughter) And I’ll let her introduce the rest of our panel. 
Thank you.

SARAH ROBERTSON: We have a very interesting 
panel for you today, and I’m proud of the speakers that 
we have on board. We’re speaking about current and 
trending topics in brand related issues. And we’re speak-
ing about some somewhat less often discussed areas 
which is licensing, and in particular, celebrity character 
and interactive property licensing. 

And we are going to be speaking from an agreement 
negotiation standpoint, current trends, some drafting 
points. But we’re also going to come at the topic from 
a distressed brand and bankruptcy perspective, as well 
with the recent economic downturn, we’ve been more 
involved with brand sales, and fi re sales, deterioration of 
brands, and the resuscitation of brands. So we’re going to 
cover that aspect today as well.

I’d like to introduce my panelists today. The little 
known secret is that this is really a Beanstalk Group alum-
ni event of some sort when you see who’s here today. But 
we have Oliver Herzfeld, who is Senior V.P. and Chief 
Legal offi cer at the Beanstalk Group. Prior to Beanstalk, 
Oliver was at his own fi rm, Joseph and Herzfeld, where 
he specialized in corporate IP and employment matters. 
And he also had in-house positions at a leading wireless 
software fi rm, a technology solutions fi rm, as well as at 
J.P. Morgan, where he handled IP technology and licens-
ing matters. A very diverse work history. 

To his left is Rich Maluga, who is Senior Counsel at 
Viacom Media Networks. At Viacom, Rich specializes in 
toy and publishing matters on behalf of Nickelodeon’s 
animated and live action properties, including Dora, 
Sponge Bob, iCarly and Victorious. In addition to his 
Nickelodeon properties, he also handles what he calls 
properties on Viacom’s grownup networks, which include 
“Jersey Shore” and “South Park.” Rich began his career at 
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Whereas, when consumers go and buy Jaclyn Smith 
apparel at K-Mart, it’s not because they want to be more 
like Jaclyn Smith, it’s because they value the design, the 
quality, and the price of the good. Jaclyn Smith in my 
mind is a brand.

Other examples of people that really have arisen to 
the level of being true brands are like Paul Newman, Mar-
tha Stewart, Elizabeth Taylor. But a lot of other celebrity 
licenses are kind of, in my mind, more aspirational. So 
that’s a challenge.

Next steps, I mentioned the oversaturation of prod-
ucts chasing limited retail shelf space, so that compels ce-
lebrities to venture into non-traditional retail outlets, and 
new retail frontiers. 

The trend is already under way. You can go into 
a CVS right outside the Hilton and you’ll see Salma 
Hayek’s skin care and beauty line, it’s like over 200 
skews. You can go into Payless, I can’t recall another simi-
lar celebrity license before that at Payless or a similar shoe 
retailer, but now they’ve entered into a license agreement 
with Project Runway’s Christian Siriano. 

So you start to see celebrity licenses in places you 
didn’t see them before. And in my opinion, I expect to see 
that in even more places as we move forward from here. 
So if we come back a year from now, I think that you’re 
going to see more celebrity licenses in places that in the 
past you haven’t seen so much. Grocery stores, Family 
Discount, and Value Outlets, specialty stores, direct re-
sponse TV like QVC, and HSN and online retailers.

But even as the channels for distribution expand, 
the elements for success remain the same, and those are 
again, in my opinion, the celebrities’ passion for the prod-
uct, a strong relevant connection between his or her name 
and the product category, and an emphasis on innovation 
and quality.

So some legal issues. When you’re negotiating a rep-
resentation agreement, many times it’s with a licensing 
agency like Beanstalk, but increasingly talent agencies 
and other entities, managers sometimes try to represent 
celebrities for licensing. And so I wanted to focus on 
some of the issues that you are going to confront that are 
unique when you are representing celebrities. The fi rst 
thing is the defi nition of the property that you are repre-
senting. When you are representing, for example, a corpo-
rate brand like Ford, it’s mostly the property is about the 
trademarks. Whereas, when you are representing a celeb-
rity, you’re going to want to think about expanding the 
defi nition of property to include things like their image, 
their personal likeness, their voice sometimes, their facial 
expressions, photographs, copyrights, and other things. 
So you’re going to want to think about how you want to 
expand the defi nition of property.

they also want is added touch points to maintain their rel-
evance and authenticities amongst consumers. 

Celebrities are not only looking for another paycheck, 
but they also want to extend their fame, and they’re look-
ing to build out their personal brands. 

Here are some of the challenges that the industry is 
facing now. You know, one of the major challenges is that 
the market is becoming oversaturated. Just two slides ago 
I showed you how many of the most recent ones are, and 
I mentioned in the fi rst slide that it’s exploding. Well, that 
creates a challenge that there are just so many famous 
personalities, A-listers, B-listers, C-listers, even D-listers 
trying to get into licensing. And the marketplace has a 
fi nite amount of shelf space. So that presents a challenge.

And it’s hard to keep up with the musical chairs, 
remembering whose branded products are sold where. 
Again, as I mentioned before, retailers are getting into the 
licensing of celebrities, because they want to drive traffi c, 
but if you don’t know how many—let’s do a wake up call, 
it’s 4:00 o’clock in the afternoon, so let’s see who is still 
awake. Who here knows where Gwen Stefani’s new Hara-
juku Mini’s line is being sold? Does anyone know where 
it’s being sold? Ah, got a couple people here, but certainly 
not a majority of this audience. It’s being sold at—does 
anyone even know what it is? Let’s see how many people 
know what it is. It’s a children’s line, and it’s being sold at 
Target. 

So the point is that if Target is entering into a license 
agreement with Gwen Stefani because it wants to drive 
consumer traffi c, and there’s just so many celebrity li-
censes out there that people don’t even know where it is. 
Some people here did, I give you full faith and credit, but 
a lot of people didn’t, then that presents a challenge for 
the industry.

And celebrities want to stretch beyond becoming 
solely an inspirational model. They want to achieve the 
status of being truly a brand. 

I don’t know how many people here watch “Entou-
rage,” but there’s this famous scene a couple of seasons 
back where Vince was looking for alternative talent agen-
cies, and he was thinking about leaving Ari Gold. And 
he went to one talent agency, and they say, “We’re going 
to make you a brand.” And he goes to the other talent 
agency, “We’re really different, we’re going to make you 
into a brand.” 

And so the question in my mind is, what’s the dif-
ference between just being an aspirational model and a 
brand? And again, my opinion, but the way I see it kind 
of split out is when consumers go and buy Jennifer Lopez 
apparel at Kohl’s, it’s because they want to aspire to be a 
little bit more like People’s Most Beautiful Woman of 2011. 
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it, or a tax refund or some other benefi t. And the agency 
will argue that they’re not kind of following up and look-
ing into the books of their client to see if and when they 
received that tax benefi t or credit. So they’ll argue that 
they should receive their commissions on the gross and 
not net of non-U.S. withholding taxes. 

When you’re representing celebrities, you’re going to 
get more pushback, because they’re going to say, “Well, 
I don’t really have operations outside the U.S. where I’m 
likely to get a credit, or a benefi t or a refund.” And there 
were ways to compromise there as well, but I wanted to 
fl ag that as an issue.

One major issue that’s not on this list that should 
have been is an asset library, when you’re representing a 
famous personality or you are taking any representation, 
you’re going to want to have some kind of library—it’s 
a fancy name, but basically, you want to have what it 
is that you’re going to present to the potential licensees 
as the subject of the license, whether it’s a collection of 
trademarks, or other assets. And when you’re represent-
ing famous personalities, the fi rst thing is you’re going to 
want to make sure that they’ve registered their name. You 
might think that is an obvious one, but it doesn’t always 
happen, or it doesn’t always happen as you would like. 
And then you would want to think about what other as-
sets you would want to include that are subject to licens-
ing, whether it’s photographs of them and other things. 
So that’s something that you want to keep your fi nger on 
the pulse of.

And then the next is representations and warranties. 
And that is kind of linked to the asset library, and to your 
registration of your name. You want to make sure that 
you have ownership of your IP worldwide, or at least 
wherever the scope and the territory of the representa-
tion is. Many times famous personalities will fi nd out that 
they go to China, and someone else has already registered 
their name in China, or in order to get compensation from 
a licensee in China, you have to present a registration. It’s 
one of the requirements and it takes six months or more 
to achieve that. So that’s things that you want to consider.

And fi nally, inducement, it’s—you might again, 
and this audience might think it’s obvious, but I’ve seen 
representation agreements where people kind of over-
look that issue. The famous personality enters into an 
agreement through a loan out company, and the loan out 
company may be thinly capitalized, and your contrac-
tual compensation, everything is based on the agreement 
with this loan out company, and the loan out company 
could go poof, and what happens to the obligations of the 
celebrities? 

So of course, you want to have inducement language 
at the back where it says that the celebrity agrees to be 
bound by the terms of the agreement, is going to perform 
all of the obligations that are incumbent upon the celeb-

The next thing is, what is the scope of your represen-
tation? Again, when you’re repping a corporate brand 
like Ford, it’s basically straight for licensing, but when 
you’re representing a famous personality, you want to 
consider whether that scope includes endorsements and 
promotions. 

What’s the difference between licensing, and endorse-
ments and promotions? Licensing is when you’re putting 
the celebrities’ name, or slogan or mark on the brand, so 
that it’s a celebrity branded product itself, whereas en-
dorse and promotion is when the celebrity is endorsing or 
promoting products and services that are branded with 
some third parties’ name or trademark.

One thing you’re going to defi nitely want to consider 
is past and future TV and fi lm roles. When celebrities en-
ter into agreements with the studios, you’ll very frequent-
ly see the studios carve out licensing, at a minimum, for 
the name and the character that the celebrity is portray-
ing. And sometimes broader licensing rights than that. 

So you want to gracefully work your way around 
what prior rights the celebrity has granted and what fu-
ture rights the celebrity may want to grant to the studios.

The next issue that is a little bit unique among celebri-
ties is the expenses. And that is when you are represent-
ing Procter & Gamble, a good example, Ford, having 
them cover your expenses, which is typical for an agency 
type relationship, is not as big a hurdle, but when you are 
representing an individual, even if they have a loan out 
company, when you are representing a famous personal-
ity, in my experience you’ll see that they’re much more 
concerned about having to cover your expenses in addi-
tion to your other compensation, which can be a retainer, 
and it can be very frequently a percentage compensation 
as a commission.

So you’ll see things like either the celebrity trying 
to carve out expenses and have them shifted completely 
to the agency, or you’ll fi nd some compromise in the 
middle. Many times you’ll see that the expenses are de-
ducted from royalties when they’re actually received. So 
if they’re never earning royalties for whatever reason, 
then the agency doesn’t receive compensation. But if and 
when there are royalties, they come out from the celebri-
ties. And there’s a million different ways you can dice and 
slice it, but those are kind of three of the main ones, either 
you can be compensated, carved out, or have it come out 
of royalties.

Non-withholding U.S. withholding taxes is an issue 
that comes up in many representations. Basically, when 
you represent a property, again, like Procter & Gamble 
brands, and you’re doing an agreement with a licensee 
that’s outside the United States, there’s sometimes non-
U.S. taxes that are withheld. Fortunately, for Procter & 
Gamble, or other large brands they can, if they’re doing 
business in those other countries, they can seek a tax cred-
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sure that you’re not going to get into a situation of Tiger 
Woods, and I can bring up 20 other examples of people 
who misbehave, and it’s going to refl ect badly on the 
licensee, and the licensee is going to want to have an op-
portunity to get out. 

If you are representing the celebrity, there’s ways that 
you can protect them. One thing that you can consider is 
putting in a provision that says, number one, they have 
to misbehave, well, let’s defi ne what the misbehavior is. 
And let’s do that with particularity, not just that they’re 
accused of a crime, that they have to be convicted of a 
crime, things like that. You can bolster the provision. And 
then a second trigger is they’re convicted of a crime and 
it has to have a material adverse impact on the sales at 
Walmart. You know Walmart’s got tons of sales, and not 
every misdeed of every famous celebrity has a material 
adverse impact on the actual sale, sometimes it bolsters 
the sale. So that shouldn’t give them an opportunity to 
get out of the agreement. So that’s something to consider 
in these types of agreements.

Another thing that’s unique to famous personalities 
is appearances. Many times the licensee is going to say, 
“I’m entering into this agreement and a key component 
of this is that I need you to show up at X number of my 
doors, at the openings, and the launches, and at this other 
infl ection point, and you have to make an appearance and 
show up.” And that presents a problem if it’s a famous 
personality that’s very busy, and they have to actually 
make those appearances, and show up at the right places 
at the right time. So that’s something that you have to 
consider. 

And hand in hand with that is covered expenses, so 
you don’t fi nd this in your average corporate brand li-
cense agreement when you’re dealing with the expenses 
for a famous personality, especially in the context of ap-
pearances, you’re going to talk about fi rst class fl ights, 
and fi ve star hotels, fi rst class transportation, and stretch 
limousines, and security details, and hair and makeup, 
and all these other wonderful things that you want to 
consider as the covered expenses.

The territories are not as important as some of the 
others, but just something to keep in mind. The famous 
personality may be willing—John Travolta may be willing 
to do that alcohol license in Tokyo, but it may not refl ect 
well in the United States. So you have to consider where 
they’re willing to do it and how it’s going to impact on 
their reputation and their career.

The channels of distribution are a little bit more nu-
anced. The most obvious thing is a famous personality is 
not going to want to see their products showing up at dol-
lar stores, so that’s the easy one. But a little bit more than 
that is a little bit the sequencing. So if you’re representing 
a famous personality, and you start out doing a t-shirt and 
jeans line at Walmart, it’s going to be a lot harder to go 

rity. So that’s an important issue to make sure you don’t 
miss.

On the license agreement side, some important issues 
are the approval procedure. In every well drafted license 
agreement you’re going to, of course, want to start with 
square one. You’re going to want to have an approval sec-
tion to avoid granting a naked license and exposing the 
trademark to the risk of being invalidated. So you want to 
have an approval section.

Then within the approval section you’re going to 
normally want to have it to be suffi ciently robust that 
you have approvals at different points in the process. So 
you’re going to want to have approvals at the concept 
stage, at the prototype stage, at the fi nal stage. And then if 
you’re representing the famous personality or the owner 
of the property in general you’re going to want to say that 
after a certain period of time after products or services 
are submitted for approval, the default is deemed disap-
proved. If you’re representing the licensee, you’re going 
to want to say after 10 days it’s deemed approved. So it 
depends on which side of the table you are. 

And if you’re representing the famous personality, 
you may want to go even further and have protective lan-
guage that says that if it’s not approved within 10 days, 
but you want to have an exclusive provision that says, by 
the way, it’s not a material breach if they don’t approve. 
Don’t even—you know, don’t cry for me Argentina, don’t 
try to come after me if it’s not approved for any reason. 
Both parties are agreeing up front that that’s not a mate-
rial breach.

And more nuance than that is starting to think about 
what it means to have a celebrity license and have them 
involved in the approval process, because when you’re 
dealing with again, a Procter & Gamble or a Ford, you 
have a department or at least individuals that may be 
tasked with having the responsibility to manage the ap-
proval process and make sure that things run smoothly, 
and things don’t fall through the cracks. 

When you’re dealing with a famous personality who 
may be jet-setting around the world, and appearing in 
fi lms, and doesn’t have full time and attention all the 
time to attend to responding to approvals, you want to 
think about delegation or alternative means of addressing 
this such that you can address the needs of both parties. 
Sometimes you’ll have delegation, but then the famous 
personality has approval of the fi nal. But of course, 
the licensee is not going to be too pleased that they go 
through the concept and prototype stages and have the 
famous personality, in the fi nal stage, all of sudden say, 
“You know what, I really don’t like that color, we have 
to change it, and break the molds, and let’s go back to 
square one.” That’s something to be considerate about.

The next thing that you’ll fi nd unique to celebrity li-
cense agreements is the morals clause. You want to make 
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SARAH ROBERTSON: That’s okay. Well, I think 
Rich will probably go on to tell us why character licensing 
is so attractive because of the complete control you have 
over the sort of celebrity and issues.

RICH MALUGA: Sometimes, complete control. Just a 
show of hands, how many people in the room have done 
some kind of licensing? Oh, very good. Character licens-
ing anybody? Okay. So I don’t know if those who raised 
their hands for character licensing will agree with me, 
but I kind of see characters at least kind of kid’s animated 
characters as corporate owned celebrities. Just to do a 
segue from Oliver’s presentation.

Basically you have a lot of the same concerns in your 
license agreement, so I’m not going to go into those points 
that Oliver presented so eloquently. Except you don’t get 
a morals clause, you don’t get some of these very specifi c 
types of provisions that you have with a personality. And 
by and large, as you might guess, a lot of characters are 
corporate owned. They’re broadcast by corporations. And 
a lot of time goes into developing them. And when you 
have a hit, there’s nothing better. You can have something 
that kind of goes on for 10 years or more. Just looking 
at Dora the Explorer, SpongeBob, and of course, Mickey 
Mouse, has had a million iterations in the past many de-
cades. And it was actually interesting, I have three kids, 
and as much as I do to kind of get them from watching 
too much TV, ultimately, a lot of the kind of characters on 
kids’ channels are the fi rst celebrities that they basically 
meet, especially the animated ones. They tend to be the 
kind of bread and butter of entertainment—kids enter-
tainment licensing. Because you’re not worried about 
anyone getting older, you’re not worried about voices 
changing, you’re not worried about actors getting into 
scandals.

So it’s a pretty safe bet, and so as a good example, my 
daughter, who is three years old, suddenly has just de-
cided that she is obsessed with Scooby Doo. And Scooby 
Doo is something that the 1968, the 1970 Scooby Doo, 
basically these days you have characters from kind of the 
full gamut of when all of us were kids, on TV, very ac-
cessible, and lots of iterations of them. Scooby has been 
reinvented many times. And if you go to ToysRUs now 
four or fi ve decades later, you still have at least fi ve or 
six Scooby Doo kind of toys, which she’s not that crazy 
about. But it just goes to show staying power. I know 
there was a movie a few years ago, but there’s still kind of 
a staying power. 

Now, Kim Kardashian in four decades, whether she’ll 
have the same demographic, whether she’ll have people 
still buying them, that’s kind of the plus of character 
licensing is that you just don’t have to take a lot of con-
sideration. You can just focus on the content, where it’s 
best to feature your product, and how to build the brand. 

upstairs later. So you have to think about where you want 
to start and where you’re going to go from there. So that’s 
the issue of channels of distribution.

And not on this list, but equally important to the 
representation, as I mentioned earlier, is the inducement. 
You’re entering into an agreement with many times a loan 
out company. If you want to have the famous personality, 
and it may be thinly capitalized, so you may not really 
have an effective remedy to go after the loan out com-
pany. So you want to have an inducement language that 
says that the famous personality does personally agree 
to do the things that he or she says that she’s going to do. 
And that’s it for me.

SARAH ROBERTSON: Thank you, Oliver. I think 
we’ll open it up to a few questions. I had one ques-
tion touching on the morals clause issue. My guess is 
that as part of a celebrity licensing program, that you 
have to account for bad behavior but also for changed 
circumstances.

And I was thinking in particular of the Jennifer Lopez 
and Marc Anthony situation, where it was a jointly brand-
ed line, and as their marriage fell apart and they split, that 
there had to be some fl exibility as part of the licensing 
program to accommodate, I guess, what I call changed 
circumstances.

OLIVER HERZFELD: Absolutely. That’s absolutely 
correct. And Beanstalk represented Mary Kate and Ashley 
Olsen, we did their seminal line at Walmart, it was some-
thing brand new. It was a tween line, such a thing didn’t 
exist before Mary Kate and Ashley. The clients would go 
to Europe and be inspired by cutting edge fashion, and 
then come back and translate their inspiration from Eu-
rope, to these articles of clothing, and many, many other 
categories that were very unique and very fashion for-
ward, but very inexpensive at Walmart. And there were 
morals clauses as the girls were young and as they grew 
older and they’re becoming 18 years old, and the pro-
gram’s getting a little older too, but you know, it’s a little 
bit harder for us to agree to some of the things that we 
agreed beforehand, because as the girls are now entering 
into their late teens and 20s, they want to have a life, and 
they want to maybe go to a bar and have some alcohol, 
and things that were strictly prohibited when they were 
seven. 

So absolutely, there’s always an issue of change in 
circumstances. And you know, its motherhood and apple 
pie, its contract drafting 101, not limited to celebrity li-
censing. Whenever you’re drafting any agreement to the 
best of your ability you try to kind of foresee the future 
events. You’re not always able to do so, but to the extent 
that you can, and have a little bit of foresight, you end 
up doing a whole lot better. That’s an excellent question. 
Thank you.
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of the consumer concerns are fi nding someone who can 
make your product at such a low amount and really ad-
here to all of the safeguards that Oliver mentioned as far 
as manufacturing and just taking the license agreement to 
the full letter of the law. 

Another thing is you don’t want to upset your li-
censees who are selling to mass market or to department 
stores, depending on what the case may be in their eyes, 
taking away their business. Maybe lowering the percep-
tion of the brand. But now that the economy is not so 
great and there are players now to operate in these chan-
nels that licensors are more comfortable in, we’re seeing 
that as a more viable channel. 

Oliver went through sort of the contractual provi-
sions. You want to have approvals and things like that, 
and it’s great to have all of those, but some of what I 
wanted to talk about is how do you counsel your clients 
when they want to get into these channels if it’s some-
thing that they haven’t been in, in the past? If you’re an 
in-house attorney sometimes you have to be an activist 
and talk to all the business people and say, hey, you can’t 
just give this blank agreement to let someone do whatever 
they want in this channel we haven’t been in, in the past.

And as many credit checks as you do on companies 
that want to sell in these channels, it’s not going to tell 
you—those checks won’t tell you, whether they are used 
to dealing with licenses or approvals, are they used to 
paying on time, do they know how to do royalty reports? 

And so these are the types of things that you try to 
screen licensees for, and you want to try to set up—if 
you’re in-house, set up some sort of a system for this to 
happen in your company. And if you’re at a law fi rm, 
it’s part of the value that you want to be able to bring to 
your clients that may be kind of unique. Because having 
worked on both sides in the past, a lot of times there’s this 
hesitancy to challenge your business clients as far as what 
they’re doing because it’s very easy to assume that it will 
all work out. That’s a business concern, that’s really some-
thing that—being in a value discount store, is just not my 
call. But basically the way you screen and the way you set 
up a system other than the credit check and D & B’s, all of 
those things, is to make sure that they’re fi nding partners 
who have a proven track record working with licensors, if 
possible.

And on the fl ip side, if you’re representing a licensee, 
you want to make sure before they sign their license 
agreement that they have systems in place to really follow 
the license agreement, because I’ve seen that just as many 
times as I’ve seen licensors who have not been so happy 
with their licensees’ performance.

And so basically, you want to fi nd, if you’re a licen-
sor, you want to fi nd someone who’s either worked with 
a competitor, with a similar brand in this channel. It’s 
not always possible; sometimes you want to see if one of 

And just as many characters fail as celebrities, so not 
to say that characters are the best or anything like that. 
But when it’s going well, it can have a franchise because 
basically you just have—and using my kids again as an 
example—my oldest son liked Thomas the Tank Engine 
a year ago, now his brother, who is a few years younger, 
is kind of getting into Thomas the Tank Engine. So the 
demographic just keeps going on and on as long as the 
corporations and the networks can keep them vital, and 
believe that they’re vital. 

And so we’re asked to talk about trends and licens-
ing. And one trend that I’m seeing—that everyone is 
really seeing lately, and Oliver eluded to it a little bit in 
his presentation, is the kind of movement to dollar chan-
nels, value discount channels, and by dollar and value 
discount, I mean just that. Things that cost a dollar. I don’t 
mean liquidators or kind of stores that don’t have their 
own unique skews of product and are just selling off what 
higher tiers have been unable to sell, or product that’s out 
of season, just basically these discount channels. And for 
a long time it was taboo to be in these channels regardless 
of what sort of brand you’re in. Obviously, for celebrities 
and for corporate brands, they have their own visions of 
where they see each other. 

A luxury brand obviously is going to be in a depart-
ment store or higher, will tend not to be in mass market 
like Walmart. But as far as animated properties go, the 
lowest they tended to go was mass market. And the rea-
son it was taboo to go into these lower channels was part 
of it was consumer perception. Because when you go into 
a dollar store you think, okay, there’s a lower value be-
cause it cost a dollar or whatever it is, they don’t stick to 
the dollar amount. Or maybe, maybe the product wasn’t 
really licensed and it’s just some kind of knockoff, and 
maybe it hasn’t been tested, all sorts of different percep-
tions about these channels in the past.

Basically, these channels have been around, obvious-
ly, for decades. Dollar General, which is a good example, 
has been around in some iterations since 1934, and now 
has become this behemoth for selling a great amount of 
product because they have started competing with mass 
market in kind of an indirect way—they don’t open up 
stores right next to a Walmart, but what you see now are 
cities, or towns that have never had a Walmart, whose 
citizens used to drive 10, 15, 20, whatever minutes it was 
to Walmart, now they have Dollar General stores every-
where, it seems.

And I believe Warren Buffett is buying shares in 
them. And they have this big profi le, and of course, the 
economy is also the big reason why brands and kind 
of animated characters are starting to emerge in these 
channels. 

Now, from a licensor perspective, the reason that you 
didn’t want to be in these channels, just putting aside all 
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market because I fi gure it’s kind of like a mass market 
channel.” 

And in the past, I know one specifi c instance where 
someone tried to argue that Century 21 was a department 
store like Macy’s. Now as great as Century 21 is, it just 
did not fi ll that description. In my supplement I have a 
few examples of ways you can draft it, pretty self-explan-
atory. But since we are pressed for time I will just skim 
through my next two points. 

My third point, which regards product defi nitions 
and the effect of advancements in technology on what 
your clients may be licensing, receiving as a license, or 
giving out as a license. 

And it’s very important these days to really get a 
good handle on the exact description of what it is if your 
clients are licensed or what they want this licensee to be 
making. And just to give you an example, let’s say that 
you have this huge master toy licensee that is going to be 
paying you tons of money for an exclusive license. And in 
the product defi nition it says just “toy cars.” And there’s 
not a lot of detail on what’s going on in this agreement, 
but they’re your biggest licensee, they’re exclusive. Some-
one approaches you and says, “Well, I want to do an App 
with you that’s going to work on the iPad, and we’re go-
ing to have a little toy car that you just roll around, it’s got 
a sensor on it, and it can live in this App world.” 

Now, obviously you haven’t licensed the App out to 
your master toy licensee, but you’ve got toy cars. And 
you can make the same example with toy fi gures, because 
those seem to be two things that seem to be big for iPads 
and mobile devices for years. As soon as you go back to 
your master licensee with the exclusive deal, and you 
ask them, hey, you didn’t think we were giving you—or 
we’re going to be giving this licensee this electronic car 
with the App. Just so you know, as soon as you have that 
conversation, they’ll immediately say, ah, you’re not sure 
whether you gave it to us or not. And that just kind of—it 
may not kill your deal, but it just prolongs any sort of 
arguments they have against you and say, well maybe we 
wanted the right to do this, maybe we need to get some 
relief, or maybe we need to get some more products, or 
maybe we don’t want cars that work with Apps, but now 
we want fi gures, and add them in there because we think 
that we more or less have them.

Regardless of where everything would play out in 
reality, you want to kind of avoid those types of conversa-
tions as much as possible. 

I think one example I might have also put in the ma-
terials is, let’s say you put “remote control car.” Most of 
us know what a remote control car is, but what if you’ve 
licensed it out exclusively, and now someone shows up 
and says they want a car that’s controlled remotely by 
an iPhone. You start getting into these types of questions 
which they seem obvious to us today, saying there’s no 

your licensees who is working in mass market wants to 
branch out into dollar value channels, because you know 
that they get it, and you have a track record, maybe you 
bought it in the past. Many of the licensors have audit 
programs now. 

So you at least have some comfort that your brand is 
in reasonably safe hands, that you can communicate with 
these people in that they will look out for your brand. Be-
cause as many safeguards as we put in our license agree-
ments, you really don’t want to be faced with having to 
deal with any of those issues in the fi rst place. And so the 
screening is one of the big things that I would emphasize.

Another kind of mechanism that perhaps you can 
advise clients on if they want to enter into these lower 
channels is to limit the sales of product at fi rst to some 
percentage of all of their net sales for the year, or for the 
quarter, or some percentage of units sold, so that you’re 
kind of testing the waters to see both impact on the brand 
and performance of the licensee. And there are plenty 
of—and again, if you choose a licensee whose able to per-
form in multiple channels then it’s something that they 
will totally accept.

And fi nally, you want to start with product, this is 
kind of obvious. You want to start with product that can 
easily be scaled down in price. Obviously, you don’t re-
ally want to be scaling down food if you possibly can, and 
you kind of want a roll out of—just as your clients roll 
out what sorts of products they want when they fi rst start 
out licensing a property, they want to have a plan of what 
types of products are in these dollar and value channels. 
And examples are pens, pencils, stationery. 

Really, the reason that parents go to these dollar 
stores and go to these value discount channels is that a 
lot of these products are kind of disposable. If anyone has 
kids, you know your kids get bored with them within a 
day or two, so just the idea of paying more than a dollar, 
more than $2.50, whatever the price may be, is just not a 
good proposition in this economy.

And you can really see now the Walmarts, the Targets 
are setting up dollar isles now. I think Target has “See, 
Spot, Save,” I think it’s called. So they’re really feeling the 
competition from these dollar stores. If you can make it 
work, obviously, what I’ve spelled out are kind of the best 
practices, the best things you can do. It’s not always kind 
of possible to 100 percent vet who you are dealing with, 
but these are some good fi rst steps.

And fi nally, what I would say about value channels 
is that if your client does not want to license in the value 
discount channel, then you should really specifi cally ex-
clude it from the channels in the license agreement, par-
ticularly if you are licensing out, let’s say mass market as 
a channel, because then later you get kind of stupid re-
sponses from someone saying, “Oh well, I sent this huge 
shipment to Dollar General even though I only had mass 
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although production takes a while on this raccoon, licens-
ing could potentially be stalled depending on the terms 
of this license, exclusive or not. And although it sounds 
pretty farfetched, I’ve had friends who it’s happened to 
in the past where there’s just no interest and the business 
people just kind of push. And I guess that pretty much 
sums it up for me.

SARAH ROBERTSON: And just so you know, you 
should fi nd Rich’s speaking points and materials in the 
book that you received today. 

Just something I wanted to point out, this sort of dol-
lar and value discount chain seems to tie into what Oliver 
mentioned, which was the saturation of the retail mar-
kets. So this desire or a need to fi nd other specialty niche 
channels. 

One thing which I noticed among animated proper-
ties was that there were generally the restaurant and 
supermarket categories seeming to be getting bigger, and 
that there was a trend with these cookbooks. In fact, I 
think Nickelodeon did a deal—

RICH MALUGA: There’s a SpongeBob cookbook.

SARAH ROBERTSON: Yeah, it was just something 
interesting in terms of trends which is our overarching 
topic. I thought the food trend was an interesting one.

RICH MALUGA: There’s an Angry Birds cookbook 
too.

SARAH ROBERTSON: Is there?

RICH MALUGA: I’m pretty sure. 

SARAH ROBERTSON: And a Dora too. Okay, well 
thank you very much, Rich. We’ll turn it over to Miri now 
who will speak about interactive properties and licensing 
issues, including video games.

MIRI FRANKEL: Hi everyone. I thought I’d start 
with just a couple of comments; I won’t reiterate the im-
portant license negotiation points that Oliver and Rich 
spoke about so well. But I will note that for the most part 
I’m operating as a licensee. So if you are as well, like me, 
you can take a lot of what they said, and fl ip it around.

You want to have as broad rights as you can. And we 
like worldwide rights and all distribution channels where 
we can possibly go. So if you’re in the licensee side, it’s 
something to think about. What are your needs and what 
are the most important ones? 

In addition to territory and distribution, approvals 
is important to us also as far as understanding that it’s 
a multi-million dollar development process and it’s ex-
tremely technical.

So we do want to fi nd a happy medium between 
something that would borderline as a naked license, and 
something that has the licensor having so many approval 

way that remote control means iPhone. The whole idea of 
getting into these types of situations with licensees who 
are your biggest partners so that you can give this App 
license to someone who is smaller, and in all likelihood, 
you want to avoid that as much as possible.

And fi nally, what I’ll go through very briefl y, and this 
is not really a current trend, but just something that I’ve 
seen in the past and so I fi gured I would bring it up—li-
cense property defi nitions. Both whether you are repre-
senting a licensor or a licensee, there could be confusion 
over what exactly has been licensed, particularly with a 
character that shows up on all sorts of media. There is a 
fi lm, there is a cartoon. And you want to make sure that 
these rights have been properly isolated, and given if 
they need to be, or withheld if they’re not intended to be 
granted.

And it seems kind of obvious to us. I’m sure each of 
us here has a defi nition, if we do licensing, has a defi ni-
tion of exactly what things are limited to. But then what 
happens when you have this client, they have a literary 
children’s property, it’s basically never been exploited 
outside of books. Maybe there was not a lot of interest or 
maybe it was exploited 20 years ago. 

All of a sudden you dropped a license and the licens-
ee comes back—you’re representing the licensor and the 
licensee comes back and says, “Well, I want all iterations 
of this raccoon,” let’s just say. Not a lot of popular ani-
mated raccoons, but maybe someone can tell me of one. 
But let’s say a raccoon—

OLIVER HERZFELD: Rocky Raccoon.

RICH MALUGA: Rocky Raccoon, okay. This analogy 
has nothing to do with Rocky Raccoon, but let’s just say 
it was a raccoon. “And all iterations, because you guys 
have done past books, and you’ve done lots of different 
versions of this, and we want to make sure we add every-
thing. And in case you do future books, we want to those 
too, anything that happens during the term.”

So you draft it that way, any iteration within the lit-
erary works. And then they come back and say, “Well, 
maybe you won’t just feature it in the book, maybe they’ll 
be a pamphlet. Can we just make it all iterations of this 
property during the term?”

And eventually your client or your business contact 
is just itching to get this deal done. This raccoon has not 
been used anywhere except these books and they want to 
make some money. And so they press you and try to use 
language of all iterations then. 

So you include it against your better judgment, and 
this deal has maybe a three or four year term. In a year 
you get interest from a broadcast network. And they say, 
“Hey, I want to make your raccoon.” All of a sudden 
every iteration is now tied up with this one licensee that 
you had back when you weren’t doing so well. And so 
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levels you up. So you started as a rookie, and you worked 
your way all the way to be a champ of the Monster Jam 
series. 

So a very in-depth experience with the licensor helps 
you create an in-depth experience with your consumers. 

Another point that Rich was talking about was know-
ing the consumer as far as where is this demographic 
going to be. So for the approvals process and even for the 
rights in general, what’s going to be included in the game. 
There are some companies and some licensors that want 
to say, you can’t have a game that does this, you can’t 
have a game that does that. There’s this level of violence 
that is not allowed, and you want to except it out. And we 
understand that of course, and that is important to fi gure 
out. But you also have to keep in mind that with the ESRB 
and with your knowing who your demographic is, we’re 
in line. Licensors and licensees are usually in line in that, 
because you want to reach the biggest consumer mar-
ket as possible. And if you’re going to do a SpongeBob 
SquarePants game and you end up with an ESRB descrip-
tor of violence, you’re not going to sell very many games. 

So if you understand what your demographic is, it’s 
easy to fi nd the right medium between what the licensor 
wants and what the licensee wants.

We also—for especially with retailers that are specifi -
cally in your industry, like GameStop, but more and more 
frequently, you have interactive sections within Target, 
within Walmart, promotional cooperation is a big part of 
that too. 

And that is something that you want to discuss be-
tween the licensor and the licensee, what retailers are 
you going to be working with? Are you going to offer 
anything as an exclusive? We might have a special edition 
of a game that’s exclusive to Walmart. And as a licensee, 
that’s something that needs to be discussed with the li-
censor in advance, but it’s something that can really help 
promote both the brand and the product itself.

In developing different relationships with licensors, 
we have different strategies that we’ve always followed. 
On the one hand as I mentioned, you want to build a 
long-term relationship with the licensor, and have an in-
depth knowledge of that brand and build it in a long term 
way.

So for example, with Cabela’s, it’s a hunting and 
sporting goods retailer. They’re very well known within 
the niche of customer that is into outdoor sports and 
hunting. It wasn’t really well known outside of that. 
And the same goes for in the video game industry. That 
was missing from the space. There were no—other than 
maybe “Duck Hunt” early on, there was nothing really in 
that space. And so building a franchise around Cabela’s, 
we were able to really build out a core following among 
hunting enthusiasts, and outdoor enthusiasts. 

stages and rights that just aren’t understandable to a li-
censor anyway. 

If you have a brand manager reviewing a prototype 
of a game, they’re not going to see much and may think, 
this game really stinks. And it doesn’t have the aesthet-
ics that we look for, but it’s not supposed to at that stage. 
So we try to fi nd some balance between having the right 
input from the licensor at the right time, and having their 
trust in us to understand where the brand is going and 
really knowing the brand. 

Which really brings me to my fi rst point, which is, 
know the brand and the consumer, which seems pretty 
obvious I think. But for video games, it’s an industry in 
the infancy pretty much compared to most other forms of 
entertainment and media.

So I think in the past where there wasn’t great tech-
nology to make high level graphics and interesting game 
play, you might fi nd the same game with different labels 
and brands on them with minimal differentiation. But 
with the technology leaps that have been made over the 
past years, you really can make something that’s an im-
mersive brand experience, and also a fun game play.

As far as looking into what the consumer wants, we 
have an example here where we took consumer feedback 
of what a consumer of the Monster Jam Brand, and who 
goes to the events by Monster Jam, what do they want to 
see in a game? And then how do you translate that into 
a game that’s an immersive experience that both benefi ts 
the licensor, Monster Jam, and helps them reach their con-
sumers in a new way, and helps us bring a new version 
of video games and new game play to a different market 
that maybe didn’t have any games representing them 
before. 

So some of the feedback that we had gotten was that 
the people who were fans of Monster Jam, they fantasize 
about driving these big monster trucks. And they wanted 
to be able to build their own truck and drive it as if they 
were really there.

And when you have a great partnership with your 
licensor, you have the ability to do that. So we were able 
to work with not just the IP licensors for Monster Jam, but 
their licensees from other categories. 

For example, Ford, where we were able to build the 
Ford brand of trucks and the other vehicles from their 
other vehicle licensors, and also stadiums that we were 
able to build in realistic fashion so that you actually felt 
like you were there driving the truck in the stadiums 
where the series takes place.

There was also sort of a leveling up, which is a con-
cept for the interactive world, where you are starting with 
easy game play, and you need to learn how the game play 
works. And then as you get better, it gets harder, and so it 
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wanted to work with us to make an immersive experi-
ence, that was a great way to build a long-term franchise. 
That is still in existence today having even been on the 
market for years and years.

But the other side of the coin on this is having the 
ability to go after those hot properties and act really fast. 
And it’s not necessarily something that’s going to be 
your long term investment. But if you see a property like 
Moshi Monsters, is one example from this year. To be 
able to be nimble enough to jump on it and negotiate the 
points with the licensor quickly, and get to development 
quickly to release a game in a short amount of time as 
possible, while still capitalizing on the popularity of the 
brand.

To give you a little bit of perspective on how we do 
that, at Activision, when you think of Activision Blizzard, 
you think of one of the biggest video game companies 
in the world. It has about 6,000 employees globally, and 
about $4,000,000,000 in revenues. 

Our Minneapolis division, we’ve got about 100 em-
ployees. And we’re pretty lean and nimble, we act really 
fast. And most of our properties that we handle in Min-
neapolis, the vast majority of them are licensed proper-
ties where we are working with licensors. And from that 
we’ve built a $600,000,000 business that comes from a mix 
of both these long term license partnerships and these act 
fast, do it now, partnerships that help grow a brand, but 
are getting them on the upswing, and helping them build 
them from the beginning.

I mentioned that there’s a duel view of knowing your 
brand and knowing your consumer. On the brand side we 
expect a dual investment. It’s something that I think has 
been more and more important in a market that isn’t as 
strong. 

I think in some cases there are many licensors that 
had always been looking for the check. And yes, that they 
had some investment in wanting the licensed program to 
succeed, but it was also a revenue stream.

For us, and especially with our bigger partners, we 
expect an investment from the licensor as well. You’re 
not going to fi nd the same success if you don’t have some 
input beyond just approvals, and getting the assets, and 
approval, and licensed logos from the licensor. 

So what we look for would be right sizing risks, so 
on that side that would be negotiating different terms, 
maybe lower upfront guarantees, but more importantly, 
would be cross promotional support. If it’s an entertain-
ment brand, we would look for co-promotions with their 
different properties. 

For example, with “Wipeout,” we have a great part-
nership with ABC where we’ve had in-show integrations, 
and that’s something that we looked for upfront when we 

And you can see from this advertising image, the tag 
line, “Play, Hunt, Survive,” that’s part of the licensing 
strategy. That really sums up what the licensing strategy 
was with that. To take the Cabela’s name and build games 
that are about all three. So we have some games, which 
is where we started in order to build the credibility with 
the consumer and with the Cabela’s fans that were purely 
hunting games. 

“Big Game Hunter,” you know what you’re going to 
get, you see Big Game on the box. You have your choice 
of rifl es and weaponry, and you are out in, say, Africa or 
in Alaska, and that’s what the game play focuses on. And 
it’s a real experience. You can’t—the game will never let 
you shoot other humans. You get points if you follow the 
right hunting etiquette and you lose points if you don’t. 

So that’s where we started with this franchise. And 
then the strategy was to grow it beyond that into the play 
side, where it was more about the outdoor sports, kind of 
leading up to hunting, but not really going into the hunt-
ing side, not crossing over to where the main market for 
the hunting games were. 

And then on the survival side, it was kind of a cross-
over into the adventure series to grow the brand, and that 
was something new that we did this year to expand. And 
from the start of Cabela’s until now, it’s now 80 percent 
market share of that type of game. And that’s something 
that was built in little steps over a long time.

So taking something that seems really niche, and 
being able to grow it into something a lot bigger, that 
foresight of, will this be a great partner for you? Will this 
licensor be willing to have some fl exibility with you and 
understand that as a licensee you have the expertise in 
your particular fi eld to grow it and really build a consum-
er recognition? That was key.

I’m going to skip through some of these because of 
the time, but you can see how we’ve—and these are also 
in your book. Here, how we’ve kind of differentiated the 
three, the play, hunt and survive in order to build three 
different types of game that still resonate with a consumer 
of Cabela’s, and that still appeals to a video game player. 

So long-term partnerships, that’s one major strategy 
for us, and we’ve done that both with Cabela’s, with 
“Tony Hawk,” which also goes into celebrity licens-
ing, and that presents its own challenges. How do you 
bridge a celebrity license that has the challenges that 
Oliver mentioned with something that crosses over into a 
brand? And with that franchise, what we’ve done is use 
innovation. 

For example, a skateboarding peripheral where you 
are actually on a skateboard, and that’s the controller of 
the game. But again, like Cabela’s, it was fi lling a niche 
where there were just no products in that area. And hav-
ing a partner that likes video games, frankly, and really 
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part of this market too, and should be marketed to as 
well.

SARAH ROBERTSON: Thank you very much, Miri. 
It was very interesting. The gaming licensing probably is 
the most complex layering of rights there is. 

So we are just going to move now to Eric’s talk on 
bankruptcy. We’re going to move from sort of the de-
velopment licensing aspect of our brand topics today to 
what happens when our brand goes bad, so to speak, 
when there’s fi nancial diffi culty, when the demand for 
a brand drops, whether through its life span or through 
outside economic circumstances, and bankruptcy protec-
tion is sought. That is one area of my practice that really 
blossomed with the downturn. 

And I think currently we are all reading about the 
Hostess and Twinkie bankruptcy, which is striking a lot of 
nostalgic chords for people right now.

AUDIENCE: Miri, when you have one of these 
people like Cabela’s or Monster Jam invest in the game, 
you set the game up as a separate entity, and have they 
invested in the entity, or do you have them give the main 
company money to then to supply to the advertising? Or 
what sort of mechanism do you use for managing and 
keeping track of these funds that you’re expecting?

MIRI FRANKEL: We don’t usually end up getting a 
direct monetary investment. What we look for is a quid 
pro quo. We’re putting in all this risk, developing a game 
could be several million dollars. At minimum, $1,000,000, 
a million and a half; for the big franchises it could be in 
the tens of millions of dollars to develop a game. 

So if we’re putting in that much to develop a game, 
we want some marketing assistance and commitment. 
And quid pro quo promotional activity from the licensor. 
So we don’t usually take—or as far as I know we’ve never 
actually gotten a check from a licensor. But what we’ll 
look for is if they are a network like ABC or if we’re work-
ing with Disney, we’d like their help with their media 
connections and their media resources to help promote, 
and advertise and market. 

If they have, say, celebrity endorsers that are on 
their roster already, does it make sense to have them do 
something with us? Especially with a game, when we do 
“Transformers,” and “Spider Man” and “James Bond” 
games. So with those we may look for some help, and 
we’ll have to negotiate separately with the actors like 
Daniel Craig and Judi Dench for “Bond.” But to have 
some help on a licensor’s side reach out to those people 
and make it a priority for them to help understand 
why it’s important for us to have their support, that’s 
invaluable.

ERIC SCHNABEL: So my name is Eric Lopez Sch-
nabel, I’m partner at Dorsey, and I am not an IP lawyer, 
I’m actually a restructuring bankruptcy lawyer, which is 

were creating the relationship. We wanted to make sure 
that we’re not just investing in them, they’re investing in 
us. 

So you can see in some of these pictures that we had 
in a particular show or a couple of show’s obstacles. 
If you’ve seen “Wipeout,” it’s people kind of running 
through an obstacle course, most of the time falling off 
and being laughed at. And so we built a video game that 
really mimics that experience, and lets you kind of run 
the obstacle course without getting physically hurt, but 
getting the same laughs and the same replays, where you 
can see your character getting hit in the nose 15 times, the 
same way the show does it.

And so with the in-show integration idea, it was an 
obstacle that was branded with imagery from the video 
game. We had the hosts of the show, they had provided 
their likeness rights and voiceover for the video games. 
So you can see in the bottom picture their character ver-
sions on those blocks there. So the show really promoted 
us that way, and then spoke a little bit about the game at 
the same time during the episode.

They talked about it on some of the other ABC shows. 
We’ve done several promotions with “Jimmy Kimmel 
Live.” And that’s something that we don’t have a license 
with Jimmy Kimmel, but because it’s on ABC, ABC as 
partner really went out of their way to have other produc-
tions airing on ABC work with us to promote the show 
and our version within the video game. 

And we just have been running this $50,000 challenge 
where the video game player can win the chance to com-
pete against a former “Wipeout” player to win $50,000. 
And this tournament will be aired on “Jimmy Kimmel 
Live” in kind of different segments.

So again, ABC really worked with us to do a sweep-
stakes and to make sure that it was promoted on the 
“Wipeout” TV show, and on “Jimmy Kimmel Live.” And 
on their website they had tabs. And that’s something 
that we really look for with all of our licensors that we’re 
working with, where it’s appropriate. So if Rich and I 
were to be doing a video game together, we would want 
the same thing from ABC and from their properties, and 
for any other licensors that had that ability.

So I think those are the main points that we look for. I 
would also just remind people, I think it gets overlooked 
that girls play video games also. Another thing we look 
for are properties that really appeal to girls and make sure 
that we’re covering the entire consumer market.

We did a Games for Girls Summit recently, where we 
took a traveling road show of games that we did that ap-
peal to girls, and kind of highlighted the fact that girls are 
gamers as well.

We did to be fair, also have a Boys World suite of 
games, but I think it gets overlooked a lot that girls are 
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includes contracts. So when you have someone who fi les 
for bankruptcy, and you go, oh my God, they violated 
their covenant not to fi le bankruptcy, I’m going to send a 
termination notice, you can’t do that. That would be vio-
lating the stay, it would not be effective.

Same thing if there’s other things such as a non-
payment, there’s a payment default on account of the 
bankruptcy fi ling, as opposed to a payment default that 
might happen while they’re operating under Chapter 11. 
The default on account of the fi ling, you can’t take action 
on that. The stay is going to prevent you from basically 
trying to collect your claim or kill the contract because of 
the bankruptcy fi ling.

Post-petition, different issue, they have to comply 
with the agreement. And therefore, if they’re supposed to 
pay for—and they’re using your mark or what have you, 
they need to keep paying you. If they don’t, you can talk 
to the judge and try to terminate the agreement at that 
point in time.

Another concept that you hear about with regards 
to, I think licenses as I said, is 363 sales. And 363 is a Sec-
tion of Title 11 in which the debtor can ask the court to 
dispose of assets outside the ordinary course. Hence, the 
sale of substantially all the assets or of all the IP would be 
a transaction outside the ordinary course.

And probably in the last couple of decades, in the ‘90s 
and ‘80s especially, you would have a lot of reorganiza-
tions where you would have a plan and a disclosure state-
ment, you would get creditors who would vote on things 
to whether to accept the plan. Chapter 11 has—some peo-
ple have termed it—become Chapter 363, it has become a 
sale process.

People fi le bankruptcy and they sell their assets either 
to a strategic or fi nancial buyer typically. The standalone 
reorganization is more of a rarity.

So the sale things are something that I think people 
who have clients who have licenses should be somewhat 
aware of.

Another important section is Section 365, which deals 
with executory contracts, which is basically an agreement, 
a contract in which there are still unperformed obligations 
on both sides. So the debtor has an unperformed obliga-
tion and the non-debtor, counterparty, has an unper-
formed obligation. 

SARAH ROBERTSON: Yeah, I guess it’s worth men-
tioning that a trademark license typically falls in this cat-
egory, because of usually the ongoing royalty obligations 
and from a licensor’s prospective, the quality control 
obligation. 

ERIC SCHNABEL: Right, you can even have things 
such as indemnity agreements or different kind of odd 
clauses to keep things going. Question.

usually the best way to buzz kill a conversation at any 
cocktail party. (Laughter)

But I think one of the interesting things about bank-
ruptcy, of course I think this, is we’ve heard in the talk 
today about all these interesting deals and things you 
have to put in your agreement, and these hard negotia-
tions, and partnering with people, and having substantial 
investments. And then all of a sudden, somebody goes 
insolvent and decides to mess it all up. 

And so what do you do if you’re in bankruptcy? And 
there’s a couple of things that you have to try to keep in 
mind in this framework. So what this presentation is try-
ing to do is give you more of a general overview, because 
I don’t think, if I’m at the right panel, there’s a lot of re-
structuring lawyers in the audience, is that correct? Any 
restructuring bankruptcy people here. Oh, kind of one 
hand, half a hand.

So one of the interesting things about bankruptcy is 
that it has its own terminology.

But we are going to go through four things in our 
presentation today quickly. And it’s just some basic ter-
minology. Some issues of when the debtor, whether it’s a 
licensor or licensee, and with IP there’s a big distinction 
between trademark and other types of IP, which we’ll get 
into in a second.

We’re going to more substantially talk about bank-
ruptcy sales, because I think what we’ve see right now, 
and Sarah and I have worked on a number of these deals, 
is IP, including trademarks, have become the crown 
jewels of corporate America. And now when they’re in 
bankruptcy you’re seeing a lot of interesting liquidations, 
or sales, or restructurings around the IP portion when it 
used to just be inventory and bricks and mortar stuff. 

So you kind of have a new nuance in bankruptcy. 
And then we’re going to try to have a couple of just high 
level drafting stuff.

One of the most important things probably if you 
have a bankruptcy, and either of the licensor or licensee, 
you should talk to a specialist. It’s a unique area, it’s kind 
of a dangerous place to tread by yourself, just like I would 
never draft a license agreement. Hence, in some scenarios 
where we’ve been dealing with clients in bankruptcies, 
I grab one of my IP partners, trademark partners to help 
me out on that aspect of the deal. 

So what are a couple of basic concepts that we have 
here. We have 362, which is the automatic stay, which 
I think most people have heard of. Essentially, when a 
debtor fi les for bankruptcy by operation of federal law, 
you have an injunction. And that injunction just prevents 
you being the counterparty of an agreement, from taking 
any action that’s going to interfere or try to exercise con-
trol of property of the estate. And property of the estate 
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ERIC SCHNABEL: Well, it depends on whether it’s a 
true sale, that’s kind of the issue, right? Is that a true sale 
or not. And that sometimes you get into a factual ques-
tion. What does the agreement say, what are the real un-
derlying obligations? I mean, bankruptcy judges tend to 
be debtor friendly in some ways, especially in New York 
and Delaware where most of—a lot of—fi lings happen. 
And part of that reason is they want to help the company, 
they have an inclination to try to help things get recycled 
and move on. 

So I’ve seen asset purchase agreements on sales that 
were 10 years closed, and the judge found there was 
still an executory agreement because of an non-compete 
clause and an indemnity clause. Which you kind of 
look at that and you say, are you kidding me, then what 
couldn’t be executor?

And part of that issue is actually what you get down 
here at the bottom point here is, a lot of times just because 
it’s one contract doesn’t mean it’s one agreement. Or just 
because you have two separate agreements, doesn’t mean 
you have two contracts. Courts will literally—bankruptcy 
courts will look at the agreement and they can bifurcate a 
contract and say these are really two separate agreements 
even though they’re in one integrated document. Or can 
look at two agreements that even though they’re separate 
and they might relate to each other, merge them together 
and say, one is not worth anything with the other. 

And that has some interesting play, especially if you 
have a trademark agreement that’s bundled with some 
other IP. 

SARAH ROBERTSON: A copyright, I guess in the 
case of character licensing or rights of publicity.

ERIC SCHNABEL: Right. And I guess one thing, ab-
solute sales or not, are not subject to—because they’re not 
executory.

I was going to—hang on. Kind of jumping at a 
slide, but I do want to talk about this point. 365(n) of the 
Bankruptcy Code, which is not this slide, talks about IP 
licenses, and gives a licensor and a licensee, a licensee to 
a debtor licensor, special protections. When you’ve built 
your entire business based on a license from—I don’t 
want to use an example—and then everyone starts short-
ing the company.

Microsoft, which is clearly not going to fi le as far 
as—I have no knowledge. And Microsoft ends up fi ling 
for bankruptcy, let’s say for whatever reason. You know, 
Bill Gates has been siphoning money out left and right, 
I don’t know, whatever, the Ponzi scheme, whatever the 
thing is. They fi le and you’ve built your entire business 
off a license for Microsoft. So 365(n) gives a licensee spe-
cial protections that you can basically, notwithstanding 
the debtor’s usual right to throw away a contract, reject 
it, or assume it, it lets the licensee retain the benefi ts of 

AUDIENCE: Going back to the automatic stay for 
a moment. Would a clause in a contract that makes the 
fi ling for bankruptcy itself of license or termination of li-
cense, would that violate the automatic stay or not?

ERIC SCHNABEL: General rule is that the act of fi l-
ing for bankruptcy cannot be enforced, ipso facto clause, 
and it can’t be enforced against the debtor. So you can’t 
terminate that agreement against the debtor. 

Now, where licensing gets—and we’ll touch on this in 
a second—where licensing gets a little bit interesting here, 
is that certain types of IP licenses are not assumable, or 
assumable and assignable, a bankruptcy without the li-
censor’s consent. And so there you have a situation where 
there’s—if you will, there’s a veto power by the licensor 
in terms of the debtor to do anything with it, the licensor 
has to agree. And in those aspects you can actually use 
those provisions to go to the court and say, hey, I’m not 
consenting, I want out, and they can’t cure this, and they 
can’t force me to move forward with them, so let me out 
of it. And whether you’re successful or not kind of de-
pends on the judge, and the facts, and the circumstances.

So 365 in essence deals with executory contracts. And 
one of the basic things about—and it’s any kind of con-
tract, so whether it’s landlord, tenant lease, or personal 
services, whatever it is, and license agreements obviously.

And the basic thing, usually the debtor has a right to 
assume, which would be a reorganization, or assume and 
assign, which would be he assumes it and then the debtor 
signs it to a purchaser of the assets. The contract, even 
if notwithstanding if it has an anti-assignment clause in 
that agreement. So even though you sit there and say, you 
cannot assign this without my consent, bankruptcy courts 
just say, or I’ll cross that out, because federal law lets me 
do it.

One point, the same thing with the ipso facto termi-
nate this agreement if you fi le for bankruptcy, if they’re 
not enforceable, why do people keep putting them in, 
right? Like what’s the point. Because what happens if the 
law changes tomorrow, and you have a 10-year agree-
ment, and all of a sudden for some reason the Supreme 
Court comes down and says, this kind of trademark, if it’s 
got the Kardashians in it is assumable assignable, because 
it’s so important for our economy, or national security, or 
something like that. 

And so you don’t—even though someone says, is that 
enforceable, you say, no, but you still stick it in there be-
cause you just don’t know what’s going to happen in the 
life of the license.

AUDIENCE: 365 relates to executor of contracts. 
What about a trademark license where they pay you up-
front and they’re not going to pay you any more royalties 
going forward, and it’s a perpetual royalty free license. Is 
that considered non-executory?
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works if you’re going to assume and assign it to some 
third party buyer. 

A reorganization assumption is really to the same 
entity. So since the debtor has the right to license in bank-
ruptcy, the reorganized debtor has that right too. And so 
on the assumption area, if you’re not in a hypothetical 
jurisdiction you could be forced to continue on with a re-
organized debtor. Hypothetical jurisdiction you don’t. So 
you have to kind of fi gure out where you are. But either 
way, on a sale scenario, which is much more common 
now than with reorganizations, you’ve got basically veto 
right in terms of moving forward.

The one thing I do want to—this is the 365(n), and the 
last slide which says, not trademarks. This is why you’re 
going to see a lot more and why you do see a lot more 
sales than reorganizations in bankruptcy, and why it’s im-
portant, I think, to get the right people involved quickly.

In order to sell assets, which includes the IP bundle of 
assets, which is now more common to see in bankruptcy, 
you literally can get out of Dodge from start to fi nish in 
about a month. So you basically—the debtor will fi le a 
sale motion saying to the court, I’d like to sell all of For-
tunoff’s or all of Borders IP, customer lists, trademark, I 
guess—I don’t know if Borders really had patents, they 
must have had something, but the designs for Fortunoff 
Jewelry, take your pick of your bankruptcy. And they set 
up a procedure for how to do the sale. Bids are due on X 
date. You have to put out a deposit of Y amount of money. 
You hear the auction rules for the bankruptcy. And there’s 
going to be a hearing within a couple of weeks of the fi l-
ing for those procedures. Then you’ve got a little bit of a 
due diligence period. They’ll have a banker, they’ll have 
shipped this for months, and months, and months, so 
they can make that due diligence period very quick, be-
cause all the players are in. 

There will be a deadline for the bids. If bidders show 
up, they’ll have an auction, which is conducted typically 
at a law offi ce. And most auctions never end by dinner-
time. They start at 9:00 and they go all night, and they last 
three weeks, and they really age you. You know, pizza at 
4:00 in the morning is not very good for you. And then 
after the auction, somebody wins, and then you have a 
hearing to approve the bidder, and then you can have a 
closing however long or quickly a closing takes, because 
you may have antitrust issues or other types of things that 
might delay closing.

I think the most interesting thing with IP, and this 
includes trademarks, obviously auctions, is that you have 
a lot—it’s many moving parts. You just don’t have an as-
set like a warehouse full of widgets that someone wants 
to buy, and you have a couple of people bidding on that, 
and like the one who puts the most money down wins. 
Here you’ve got agreements. What is a mark, you’ve got 
the mark in Australia.

that agreement through any extensions as long as it keeps 
paying the royalty. But that doesn’t include trademark. 

So you have an interesting situation here when we 
talk about two agreements or one agreement. If you have 
a bundling of copyright, which is included in that IP spe-
cial protection versus the mark, which is not. So do you 
have two agreements? Do you have a copyright license 
and a trademark license in that one contract, or is it one 
agreement or is it two agreements? If it’s one agreement, 
well then maybe the mark does get that protection of 
365(n) because the copyright piece is in there. But maybe 
the court cuts it in half because it says, “No, the mark’s a 
separate part of the contract and the copyright is a differ-
ent piece.” So you basically get the benefi ts of the copy-
right, go forward, but not the mark, which would be very 
confusing actually.

One thing about IP licenses, which does apply for 
trademarks, is this consent of whether the contract is 
assumable or not. Contracts are assumable unless appli-
cable law excuses the party from accepting performance 
to the debtor. 

So for instance, an employment agreement. If an em-
ployment agreement says, this isn’t assignable without 
my consent, the debtor can’t assume that employment 
agreement and force somebody to work for them. You 
know, the 13th Amendment of the Constitution kind of 
outlawed that kind of indentured servitude. So you really 
can’t force somebody, personal services, you can’t force 
somebody to work for you.

And what the courts have viewed is applicable law 
includes patent, copyright and trademark, which basical-
ly means that you can’t assume and assign those contracts 
unless the licensor consents. So the licensee, the debtor, 
can’t force that agreement to go to somebody else unless 
you want it.

And there’s an interesting issue that’s arisen in the 
courts, a split which is are we in the hypothetical or the 
actual test for this provision of the bankruptcy code, and 
what the issue is if the debtor fi les for bankruptcy and 
then reorganizes, does that person require the licensor 
to consent or not, because is the debtor and the reorga-
nized debtor two different people or is it really the same 
person?

Kmart fi les for bankruptcy, reorganizes. Is reorga-
nized Kmart the same entity as Kmart, the debtor in pos-
session? And if you’re in the hypothetical test jurisdiction, 
they say no, those are hypothetically really two different 
people, right. It’s not the same legal entity, which means 
that the Martha Stewart license—no, no, doing it the 
wrong way. The Kmart licenses couldn’t be assumed and 
be part of the reorganized plan unless you had consent. 
Other jurisdictions say, no, that’s not reality. The debtor 
and the reorganized debtor are the same thing. It only 
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And since I’d like to go to the cocktail party as well, I 
think I’ll close with that.

SARAH ROBERTSON: So thank you everyone for 
sticking with us, and for your great questions, and to our 
panelists. It was a great panel, so thank you very much.
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Well, maybe you have a buyer who wants the mark 
everywhere, but has no use for it in Australia, but you 
have somebody from Australia who wants to buy the 
mark and has a use for it. So you end up having these 
complicated auctions in which you have some people 
bidding for everything and some people bidding for 
parts. And then the debtor starts trying to put the partial 
bids together with the whole platform bids, if you will. 
And you start doing stuff that Sarah and I have done on 
numerous occasions, you start ending up winning the 
part auction or the whole auction, and then you end up 
negotiating these new licensing agreements between the 
bidder who won the whole auction, who is willing to 
sublicense  or license out the mark or the IP for Australia, 
because they don’t care about that, and that helps reduce 
their overall purchase price. You know, they can get a rev-
enue stream right away. Hence, why these things never 
end by dinnertime and they tend to drag on for a bit.

There’s a great opportunity, I think, for people to 
scoop up assets at a decent deal or to—if you happen to 
be in bankruptcy, to kind of sell assets and try to generate 
some dollars. 
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tive to that were very few.”3 Perhaps, but a Los Angeles 
County Supervisor told the local media that a “lack of se-
curity” in the parking lots contributed to the beating,4 and 
the team subsequently hired former Los Angeles Police 
Chief Bill Bratton as a consultant to develop a “security 
blueprint” for the stadium and its parking lots.5 

On May 24, 2011, Bryan Stow and his family fi led 
suit against the Los Angeles Dodgers, among others, 
arising from the March 31, 2011 attack. The Complaint 
stated that: “The lack of security and inadequate lighting 
presented a perfect opportunity to commit a variety of 
crimes.”6 “Unfortunately, for Bryan Stow, this is exactly 
what happened.”7 Presumably the plaintiffs will inquire 
as to why the Dodgers lacked a security blueprint for the 
stadium and its parking lots on the night in question.

The issue of foreseeability of an attack in the parking 
lot in 2011 is likely to run headlong into a 1985 decision 
from another Dodger Stadium post-game parking lot 
beating. In Noble v. Los Angeles Dodgers, Inc., the California 
Court of Appeals threw out a decision against the Dodg-
ers, fi nding instead that there was no evidence that man-
agement could have foreseen this sort of altercation.8 

This is where Palsgraf comes in. Recall that poor Mrs. 
Palsgraf lost her case on appeal when Judge Cardozo held 
that the actions of the train station guard that caused the 
passenger to drop his package of fi reworks were not the 
proximate cause of the lady’s injuries.9 The majority held 
that the guard could not reasonably have foreseen that 
helping this passenger onto his train could lead to pas-
sengers at the other end of the platform being injured by 
fl ying debris.10 

Applying the lessons of Palsgraf, the legal issues re-
garding Bryan Stow are (1) whether his beating in the 
Dodger Stadium parking lot was proximately caused by 
the team’s security defi ciencies, and (2) whether the ac-
tions of the two assailants should have been reasonably 
foreseeable to a professional venue manager. Regard-
ing this second issue, “reasonableness” does not exist in 
a vacuum, but rather in historical context. With this in 
mind, consider the tragic case of David Sale of Landsale, 
Pennsylvania. 

In July 2009, David Sale was one of eight people 
celebrating a friend’s impending wedding at the Phil-
lies game at Citizens Bank Park in Philadelphia. Later 
that afternoon, Mr. Sale’s group went to McFadden’s 
Restaurant & Saloon, which is built into the ballpark but 
has a separate entrance. There they got into a fi ght over 
a spilled drink with members of a 60-person group from 

Most journal articles are based on important new de-
velopments such as controversial appellate decisions or 
innovative statutes. However, when dealing with the live 
presentation of entertainment, arts, and sporting events, 
the legal landscape has not changed much since Palsgraf.1 
Indeed, the concepts used every day were neatly set forth 
on a pencil my Torts professor handed out in law school, 
on which she engraved “Duty  Breach  Causation  
Harm.” 

In a practice devoted to liability and risk management 
in live entertainment venues, there are very few hot legal 
developments. Instead, the vibrancy of this area is based 
on the amazing fact patterns reported in the news every 
day, the creative and dangerous ways people shed their 
inhibitions in public spaces with the help of adult bever-
ages and a few thousand new best friends.

“From brutal parking lot beatings to 
people falling over railings, to outdoor 
stage systems blowing over, closer 
examination makes the mayhem of 2011 
look more reasonably foreseeable than 
initial exclamations of shock and disbelief 
would suggest.”

For the purpose of determining liability in any large 
premises liability claim, the key disputed issue usually is 
reasonable foreseeability: were the actions of patrons so 
likely based on past experience that a reasonably attentive 
venue manager should have taken steps to prevent them 
or reduce the harm that might result?2 From brutal park-
ing lot beatings to people falling over railings, to outdoor 
stage systems blowing over, closer examination makes the 
mayhem of 2011 look more reasonably foreseeable than 
initial exclamations of shock and disbelief would suggest. 

Violence Outside the Stadium
The tragic story of Bryan Stow is familiar by now. 

After the Los Angeles Dodgers hosted the San Francisco 
Giants on Opening Night at Dodger Stadium, two fans 
wearing Dodgers gear beat Mr. Stow, who was wearing 
a Giants jersey, into a coma in the stadium parking lot. 
The next day, Dodgers owner Frank McCourt stated, “I’m 
quite confi dent that all of our measures were in place. You 
could have 2,000 policemen there, and it’s just not going 
to change that random act of violence.... There’s 56,000 
people. That’s a lot of people. The incidents we had rela-

Reasonably Foreseeable Mayhem:
The Law of Venue Safety and Security
By Steven A. Adelman
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Ballpark at Arlington. At the end of an inning, Rangers 
outfi elder Josh Hamilton tossed a ball up towards the boy, 
a common practice in professional baseball. Mr. Stone, 
who was six feet three inches tall, extended his arms and 
leaned over the 33-inch high rail at the bottom of the 
grandstand, straining to reach the ball. He lost his balance 
and fell forward, down 20 feet to the ground. He died 
from head injuries that night.14 

Like the Bryan Stow beating, Shannon Stone’s fall 
over the railing is now etched into the public’s conscious-
ness. By virtue of the Rangers organization’s compassion-
ate response15 and the remarkable big-heartedness of Mr. 
Stone’s family, litigation seems to have been avoided. For 
the purpose of identifying the teachable moment, how-
ever, this tragedy still merits review. 

The day after Mr. Stone’s death, team president No-
lan Ryan said at a news conference, “We’re going to look 
into anything we can do to make our stands safe for our 
fans.”16 Team and city offi cials promptly confi rmed that 
the railings met the applicable provisions of the Interna-
tional Building Code, which is widely relied on regarding 
railing heights in public venues throughout North Amer-
ica. After completing its review, the Rangers nonetheless 
decided on a series of safety measures that included rais-
ing railing heights throughout the stadium.17 

The legally signifi cant question raised by the Shan-
non Stone tragedy is the extent to which code compliance 
serves as a proxy for reasonable physical safety at a stadi-
um. In premises liability law, code compliance is evidence 
of reasonableness—it is not dispositive of the question 
whether the venue was reasonable.18 In order to know 
whether code compliance equates to reasonable conduct 
under the circumstances, we must know (1) for what uses 
was the current railing height standard intended, and (2) 
for what are railings actually used now? We begin with 
the International Building Code.

It turns out that the 26-inch minimum height for 
front-row railings dates back to 1929, when it was in-
cluded in the National Fire Protection Association’s new 
Building Exits Code.19 That code was created in response 
to the infamous Triangle Shirtwaist Factory disaster of 
1911, in which 146 seamstresses died in a New York tene-
ment fi re. Regarding railings, a spokesman for the NFPA 
Building Fire Protection and Life Safety division, Robert 
Solomon, has said that the 26-inch standard was designed 
mainly for theaters and symphony halls, and focused on 
preserving patrons’ views of the stage. At that time nearly 
a century ago, spectator sports in large stadiums were a 
new and largely unfamiliar phenomenon.20 

It is undisputed that the 33-inch railing in front of 
Shannon Stone exceeded the International Building 
Code’s 26-inch requirement. Yet that still begs the ques-

a South Philadelphia neighborhood bar. The bar ejected 
both groups at the same time from the same entrance. The 
fi ght continued, and escalated, as the combatants walked 
to a distant parking lot. Ultimately, three men pled guilty 
for the fatal beating they gave to David Sale.11

One would imagine the Stows’ lawyers will argue 
that after the David Sale beating, incidents of this sort 
should have been foreseeable to reasonable ballpark op-
erations and security staff. The plaintiffs could also assert 
that the Dodgers might have had a better handle on fore-
seeable parking lot incidents if they had fi lled the head 
of security position that had been vacant since December 
2010.12 Even if Noble again saves the Dodgers by assigning 
causation entirely to the aggressors rather than the team, 
venue managers would still do well to consider where the 
reasonable foreseeability tipping point might be.  

Another California incident helps push that envelope. 
On August 20, 2011, the night of the annual 49ers-Raiders 
preseason “Battle of the Bay” game, a man was severely 
beaten inside a Candlestick Park men’s room and two 
other men were shot in separate incidents in the parking 
lot. The media covered these incidents while showing 
video of other patrons brawling in the stands and park-
ing lots. Since the rivalry game had a history of violence, 
should the crowd managers at Candlestick Park have 
been more prepared to deal with these patrons? Does the 
fact that serious incidents took place necessarily mean 
that the arrangements were insuffi cient? What about the 
apparent frequency of less serious fan altercations? Does 
the presence of more police offi cers at this game than 
other 49ers preseason games change any of the previous 
answers?13 

Note that there is virtually no legal authority to help 
guide the analysis. For many good reasons, few of these 
cases reach trial, much less turn into reported decisions 
following appeal. Instead, each new venue safety incident 
is like a fact pattern in law school in which the torts pro-
fessor keeps tweaking the hypothetical, pushing the stu-
dent further and further out on a limb. Surely, however, 
there must be some standard for reasonable conduct at 
live entertainment events, right?

Cracking the Code
When searching for an authoritative measure for rea-

sonableness, we often look to codes and regulations as 
safe harbors. Liability problems can arise, however, where 
venues rely on what purports to be an authoritative code 
for their entire risk analyses. Another highly publicized 
tragedy at a ballpark shows the limits of code compliance 
as evidence of reasonable conduct.

On July 7, 2011, Shannon Stone and his son were sit-
ting in the fi rst row of the outfi eld bleachers at Rangers 
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What Lies Ahead
The beauty of practicing in an area full of questions 

of fact rather than questions of law is that there is always 
something to discuss. Except in the most extreme instanc-
es, liability remains a jury question. Summary judgment 
may narrow the claim, but rarely will it completely extin-
guish a cause of action. I think this is as it should be.

Tort law is a window into society’s own behavior, 
and misbehavior, and the outcomes of lawsuits are a re-
fl ection of the way people feel about that conduct at any 
given moment. The Shannon Stone tragedy in particular 
reminds us not to be cynical: even in our litigious society, 
the team took responsibility and the family did not sue; 
and the mere chance of litigation led to safety improve-
ments faster than any cajoling risk manager or head of 
operations could accomplish. With a nudge from the law, 
people of conscience did the right thing. So shine a few 
good deeds in a weary world.  
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tion whether code compliance is a minimum standard or 
the standard. More information about the way railings are 
used now is needed. 

According to the grim statistics compiled in “Death at 
the Ballpark,” 22 people have fallen to their deaths at ma-
jor league ballparks since 1969.21  Of those, only one was 
a fan pursuing a baseball, the unfortunate Stuart Springs-
tube of Wisconsin.

On April 25, 2010, Stuart Springstube’s favorite team, 
the Chicago Cubs, was taking batting practice before a 
game against the Brewers at Miller Park in Milwaukee. 
When he reached over an outfi eld railing to catch a ball, 
he fell 15 feet to the fi eld below. The 30-inch high railing 
met Code.22
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fell over stadium railings. In April, 2009, a man attend-
ing a game at Busch Stadium in St. Louis fell 18 feet from 
the front row of a party porch and landed on a woman 
below.23 Two months later, another man at the same ball-
park fainted before a game on a hot day and went over a 
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concourse. As in Milwaukee, both of those railings were 
30 inches high.24
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1994, the current ballpark’s fi rst Opening Day, a woman 
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Porch while posing for a picture. She fell 35 feet, for-
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thereafter, the team raised the railings in that section to 
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porated divisions are incapable of conspiring or colluding 
together within the meaning of the Sherman Act.7 I nstead, 
they have a “unity of interests” that renders any restraints 
on trade mere lawful advancements of the single en-
tity’s competitive interests, as opposed to monopolizing 
competition.8

MLS Structure
MLS, which was formed as a limited liability com-

pany under Delaware law in 1995, has a unique structure 
and was organized in a manner that would allow it to 
maintain a “unity of interests” among its investors and 
teams. Investors in the league fall into two categories—in-
vestor-operators and passive investors. The investor-op-
erators are those who have the right to control a specifi c 
team.9 P assive investors contribute capital to the league, 
but do not have any operating or management rights.

The league enjoys signifi cant centralized power and 
owns all of the teams. It also maintains ownership over all 
of the intellectual property rights, tickets, and broadcast 
rights. Additionally, the league controls all the revenues 
and is responsible for paying the salaries of league per-
sonnel, referees, and players. Unlike other professional 
sports leagues, MLS maintains a signifi cant amount of 
control over player negotiations. Players must negotiate 
with the league instead of contract directly with teams.10 

Some of the managing power and authority, however, 
has been granted to the investor-operators, such as the 
hiring and fi ring of the team’s coaching staff and front 
offi ce personnel.11 A dditionally, teams are also respon-
sible for paying for costs of local promotion or working 
out broadcasting and sponsorship deals in the local com-
munity.12 I n order to compensate the investor-operators 
for taking a bigger risk than the passive investors and 
assuming the duties and liabilities of managing a team, 
MLS pays them a management fee.13 After distribution of 
the management fee, the residual revenues are divided 
uniformly among all investors.14

The structure of the league is critical to the analysis 
of whether MLS should enjoy single entity treatment or 
whether it should be subject to §1 liability. With the goal 
of protection from antitrust challenges in mind, MLS 
managed to centralize power, control, revenue, and li-
abilities in an attempt to create a unity of interests among 
its investors. 

Major League Soccer (MLS), the top U.S. professional 
soccer league, survived the fi rst and only antitrust chal-
lenge against it, Fraser v. Major League Soccer, LLC.,1 thanks 
to its unique management and operational structure, 
which allowed it to receive single entity treatment. As a 
result of Fraser, MLS relies on the unity of interests of its 
investors to shelter itself from antitrust challenges while 
continuing to wield signifi cant control over central parts 
of league business operations and transactions. However, 
many of the advances, changes, and improvements that 
the league has made in the last few years are chipping 
away at this single entity defense. 

The Sherman Act
 The Sherman Act,2 a U.S. antitrust statute, “prohibits 

unreasonable restraints on trade and monopolization” 
and seeks to keep industries from gaining too much 
power over their competition and the general citizens. 3 
Due to effects on salary negotiations, salary caps, player-
team contracting, free agency, and revenue sharing agree-
ments, the antitrust implications in the realm of sports are 
staggering, particularly when it comes to the relationship 
between leagues and their players. Antitrust touches the 
core of professional sports leagues by dictating and affect-
ing how they create and enforce league rules and policies. 

Section One of the Sherman Act, which prohibits and 
makes illegal “every contract, combination in the form of 
trust or otherwise, or conspiracy, in restraint of trade or 
commerce among the several States, or with foreign na-
tions,”  formed the basis of the antitrust challenge faced 
by MLS. 4 Succeeding on a §1 claim requires proof of con-
certed action between the defendant and a third party, 
unreasonable restraint on trade, and an effect on interstate 
or foreign commerce.5 Generally, the alleged concerted 
action in the sports setting occurs between the league and 
the teams, which often leads to assertions of the single 
entity defense by the former. 

While §1 prohibits collusion and concerted action be-
tween two entities that decreases competition, it does not 
prohibit single economic actors from acting unilaterally 
in ways that may diminish competition. If a league and 
its teams are deemed to be a single entity acting as one, 
then it can escape liability under §1 because concerted 
action cannot be shown.6 In Copperweld Corporation v. Inde-
pendence Tube Corporation, the Supreme Court held that a 
corporation and its wholly owned subsidiary or unincor-

Antitrust in the Realm of Sports:
Major League Soccer and the Single Entity Defense
By Bryan A. Green



94 NYSBA  Entertainment, Arts and Sports Law Journal  |  Spring 2012  |  Vol. 23  |  No. 1        

Court to the supposition that the same unity of interests 
that was controlling in the Copperweld case does not exist 
for the MLS investor-operators.28 

Accordingly, the Court concluded that MLS’s struc-
ture was a hybrid entity more similar to a collaborative 
joint venture than a single entity. Though the Court ac-
knowledged that two possible approaches existed for 
dealing with such hybrid entities in the realm of §1 claims 
and the single entity treatment, it ultimately decided that 
it did not have to decide the issue in light of the jury’s 
previous fact fi ndings.29 

While MLS escaped antitrust liability in Fraser, the 
First Circuit did not decide one way or the other whether 
the single entity defense was available or applicable to 
MLS. Therefore, the reality is that the availability of the 
single entity defense is not guaranteed for a future §1 an-
titrust lawsuit against the league.30 With the door to fu-
ture antitrust challenges essentially left open by the First 
Circuit, the league’s continual development and changes 
to its structure, rules, and policies would likely bear even 
more on the possibility of single entity treatment.

Breakdown of Single Entity Treatment
As MLS continues to change its rules and move to-

wards uniformity with most of the large leagues around 
the world (particularly the major European leagues), the 
interests of the various investors and parties also change. 
Depending on how a court interprets the impacts of all 
the changes, they potentially derail the league’s ability to 
survive another antitrust challenge.

Designated Player Rule

The introduction of the “designated player rule” in 
MLS provides a loophole to the salary cap and permits 
the signing of players who will make a salary in excess 
of the league maximum. The salary of such a player is 
covered by the league up to that maximum level and then 
the team for which he plays must cover the excess.31 The 
underlying purpose of the rule is to allow teams the free-
dom to pursue and sign star international talent, which 
can excite the fan base and reach previously uninterested 
fans through considerable positive publicity. Upgrading 
the talent also raises the level of play on the fi eld.

While this rule has its benefi ts, particularly in its abil-
ity to help attract top talent to the league, it also damages 
the league’s argument for single entity treatment. By 
enacting the designated player rule, MLS created an op-
portunity for teams to directly compete for player services 
with each other, as well as teams abroad. Under free mar-
ket principles, the signing of designated players is limited 
only by competition and the price a team is willing to 
pay. With diverging interests, MLS certainly benefi ts from 
designated player signings, but investor-operators receive 
varying payoffs and liabilities.

Fraser v. MLS
Soon after the establishment of MLS, a small group of 

players fi led suit against the league alleging various an-
titrust violations.15 The players claimed that MLS and its 
investors unlawfully combined to restrain trade or com-
merce in violation of §1 of the Sherman Act.16 They also 
alleged that by contracting for player services directly 
through the league, it effectively eliminated competition 
for those services and skills that would have otherwise 
taken place, thereby creating artifi cially low salaries.17

The league responded by asserting the single entity 
defense.18 MLS emphasized the shared interests of its 
investors, particularly the revenue and liability sharing 
provisions, and also distinguished itself from other pro-
fessional sports leagues by highlighting the greater and 
more centralized power maintained by MLS.19 It also em-
phasized its control over ticket prices and player move-
ment, transactions, and contract negotiations.20 Based 
on all these factors, the league believed that MLS and its 
teams operated as a single economic entity with common 
interests.

The District Court accepted the league’s argument 
that it could not violate §1 as a matter of law and issued 
a partial summary judgment in the league’s favor.21 The 
players’ other claims went to a jury, which ultimately 
decided in favor of MLS. The jury concluded that the for-
mation of MLS created a market for fi rst division soccer 
players.22 This prevented success on the merits for their 
other alleged violations of antitrust laws due to the lack 
of a relevant market. Afterwards, the players appealed on 
all counts.

The First Circuit Court of Appeals upheld the jury 
fi nding that the players had failed to prove a relevant 
market, thereby justifying the judgment for the defen-
dants, but did not go so far as to hold that MLS actually 
constituted a single entity.23 Conversely, it also did not 
hold that MLS should not receive single entity treatment.

As part of its assessment of the structure of the 
league, the Court noted that internal competition within 
a company occurs frequently.24 The Court compared the 
interaction between MLS and its teams to when multiple 
railroad routes exist between the same cities or when 
grocery stores have two locations so close together that 
they do in fact compete for customers.25 These situations 
are similar to the competition that arises between teams 
within a professional sports league that has independent 
owners or managers.26 However, the Court also noted 
that MLS was “more than an arrangement for individual 
operator/investors by which they can cap player sala-
ries.”27 The league does resemble an ordinary company, 
but the investor-operators of MLS have a unique role that 
is different from ordinary stockholders. As a result, there 
exists a “diversity of entrepreneurial interests in MLS that 
goes well beyond the ordinary company.” This led the 
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Player Transfer and Loan System

In soccer around the world, teams often buy, sell, and 
loan out players that they have under contract. The new 
team will negotiate and reach a deal with the player, but 
then a deal must also be reached with the current team. 
Usually this means the payment of a transfer fee, but 
in rare instances, it could be in the form of offering and 
agreeing to a trade of players.35 Loaning a player under 
contract to another team is another common transaction 
amongst soccer teams around the world. This interna-
tional transfer and loan system in soccer works between 
teams and leagues, even when they are on completely dif-
ferent continents.36 MLS has gradually increased its in-
volvement in this important system, which presents spe-
cial opportunities for the league to cash in on its young 
stars by selling or loaning them to foreign teams. 

Participation by MLS and its teams in the interna-
tional transfer and loan system creates another threat 
to the league’s single entity treatment, as the transfer of 
MLS players out of the league can result in non-uniform 
or consistently positive benefi ts. The league can certainly 
profi t fi nancially by selling or transferring players abroad, 
but it can also hurt the player’s former team, especially 
when the player sold was a star or team leader. In addi-
tion, because the league is never under an obligation not 
to sell or loan out players abroad, the chance of the league 
making such transactions against the wishes and interests 
of the investor-operators is plausible. Again, this consti-
tutes yet another assault on the unity of interests that is so 
vital to receiving single entity treatment.

Conclusion
As MLS continues to evolve and alter its business 

model and rules, these collective changes present a seri-
ous threat to the league’s ability to use the single entity 
defense as a shield from antitrust liability. As a result, the 
league is shifting away from its unity of interests with 
each new relinquishment of control to investor-operators. 
Over time, as profi ts increase and investors spend and 
individually invest in their respective teams with greater 
disparity, the greater the share of the profi ts each will 
want. The consequence is a gradual breakdown of the 
factors that supported league’s argument for single en-
tity treatment. With the viability of the defense in doubt 
following Fraser, the chances that the next antitrust chal-
lenge to the league will succeed increases as new threats 
and complications further divide the interests of MLS 
from those of its investors.

Discovery Player Classifi cations

Most MLS players arrive at their respective teams via 
the draft or the allocation system, which determines the 
order in which teams can obtain new and important play-
ers signed by the league in hopes of fairly distributing 
talent and maintaining competitive balance in the league. 
The team at the top of the allocation list gets essentially 
a right of fi rst refusal for recently signed players. The 
“discovery player” classifi cation bypasses the allocation 
system by permitting teams to independently scout and 
locate players and then claim their rights when they sign 
with MLS via the fi ling of a discovery player form. This 
allows teams to acquire players without having to draft 
them or let them fl ow through the allocation system. 

By having the “fi rst to fi le” rule for discovery players, 
MLS has given teams the motivation to scout and com-
pete for potential discovery player signings. In this way, 
teams and investor-operators are competing for the same 
players’ services with directly confl icting interests. As a 
result, the league’s unity of interests is necessarily split 
even further.

Stadium Development

The league’s argument for single entity treatment fac-
es another signifi cant threat from its policy of promoting 
and encouraging the concept of MLS teams developing 
and owning soccer-specifi c stadiums.32 Ownership of sta-
diums has many advantages, such as a steady stream of 
revenue in combination with doing away with long-term 
stadium leases and other rental expenses.33 Eventually, 
in order to continue attracting new investors, the league 
must show that MLS is a profi table and sound fi nancial 
investment. With the number of teams that own a soccer-
specifi c stadium continuing to grow, the prospect of turn-
ing a profi t becomes more and more likely as well. At the 
same time, however, stadium ownership by the investor-
operators does not come without its drawbacks.

Stadium ownership further partitions the interests of 
the investor-operators. Lamar Hunt, the investor-operator 
of the Columbus, Ohio MLS franchise, built the league’s 
fi rst soccer-specifi c stadium and did so through private 
fi nancing.34 In an investment such as a privately funded 
stadium, the investor-operator takes signifi cant risk and 
develops an interest in that stadium, which is also a divi-
sion from the league and fellow investor-operator inter-
ests. Though the ultimate result is generally benefi cial to 
all, the level of risk assumed varies considerably, as one 
would expect considering the magnitude of building a 
new stadium. Still, when such disparity of risks exists 
and investor-operators are putting their own interests 
before the league’s, the result is a reduction in the unity of 
interests. 
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broadcasters themselves to subscribers.  The broadcasters 
are contractually prohibited from supplying these decod-
ing devices to anyone outside of the territory for which 
they hold the broadcasting license. 

It is worth noting here that when the live matches are 
broadcast, the transmission is sent to a production facility 
that adds the league logo, pre-game and post-game video 
sequences, on-screen graphics, music, and other bits that 
are not part of the actual match itself, but are nonetheless 
part of the broadcast seen by the viewer watching the 
telecast of a live sporting event. The signal is then sent by 
satellite to the broadcaster, which adds its own logo as 
well as the commentary from the network’s sportscasters. 
The signal is then compressed and encrypted, and trans-
mitted to the station’s subscribers, who use a satellite dish 
to receive the signal and the decoding device provided by 
the broadcasting company to watch the matches. 

In 2005, British pub owner Karen Murphy began 
showing Premier League matches at her pub on Satur-
days. However, she was not paying for a subscription to 
the U.K.’s exclusive broadcaster of the matches, BSkyB 
Ltd. Instead, Ms. Murphy had purchased a card, decoder 
box, and a subscription to the Greek broadcaster NetMed 
Hellas, which was much cheaper than subscribing to 
BSkyB. When the FAPL discovered this, it brought suit 
against both Ms. Murphy and NetMed Hellas. After being 
heard by the High Court, these two cases were combined 
into one action that was heard before the ECJ.4 FAPL 
argued that activities such as Ms. Murphy’s undermined 
the exclusivity of the rights that the FAPL grants in its 
licenses to the broadcasters, and therefore decreased the 
value of the licensing agreements. If a broadcaster could 
not be assured that it will be the only one showing the 
matches in a particular country, why would it pay for 
exclusive rights?  FAPL further maintained that if the 
Court were to allow this practice to continue, then which-
ever broadcaster was willing to offer subscriptions for 
the lowest price would potentially dominate the market 
across all of Europe. This would be detrimental to every 
other broadcaster on the continent, as well as the FAPL 
itself, because broadcasters would have to start acquir-
ing licenses for all the national territories where potential 
customers reside. Finally, FAPL alleged that pub owners 
infringed its copyrights by showing the matches in pub-
lic. The defendants argued that they were doing nothing 
illegal, because they were not using pirate decoder cards; 
all of the cards in question had been issued and placed 

It is no secret that soccer permeates almost all aspects 
of European life. Every four years, the World Cup brings 
out the best in the game and showcases not only the 
talent on the fi eld, but also the madness and devotion of 
the fans as well. However, after a recent ruling handed 
down by the European Court of Justice (ECJ), perhaps 
the only people on the entire continent crazier than the 
soccer hooligans are the European broadcast executives. 
The case, Football Association Premier League Limited & 
others v. QC Leisure & Others, was fi rst heard in 2008 by 
the High Court of Justice of England and Wales, which 
decided to stay the proceedings and refer it to the ECJ.1 
Upon reading the Court’s decision, it appears that the 
implications for the future of sports broadcast licensing 
agreements in Europe could be monumental. This article 
will begin with an overview of the case and the Court’s 
decision, followed by the possible future implications for 
the broadcasting industry as it relates to soccer matches 
across Europe.

I. Background Information on Broadcast 
Licenses for Premier League Games

The Football Association Premier League (FAPL) is an 
umbrella group owned and controlled by all of the clubs 
that form the English Premier League. FAPL represents 
the clubs and acts as their commercial arm in the licensing 
of television broadcasting and other media rights in the 
matches.2 FAPL grants these broadcasting licenses on an 
exclusive territory-by-territory basis, which is normally 
defi ned by the boundaries of individual countries. This 
exclusivity provision is extremely important to the broad-
casting companies, because being the only carrier to show 
the matches differentiates each network from the other by 
allowing it to advertise its services as being live and ex-
clusive, which is why each is willing to pay a substantial 
amount of money to be the only one in a given country 
that is allowed to do so. In order to ensure this territorial 
exclusivity, FAPL mandates that broadcasters attempt 
to prevent members of the public from receiving the 
broadcasts outside of the territory for which they hold the 
license. For example, if network A is licensed to show the 
matches in France, it is contractually obligated by FAPL to 
ensure that no one outside of France can receive the signal 
from its broadcast of the matches. This is known in the 
industry as “geo-blocking” the signal, which maintains 
the value of broadcast rights in all other territories.3 The 
way broadcasters achieve this is by encrypting the satel-
lite signal so that the only way for anyone to view it is 
with the use of a special decoding device, provided by the 
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soccer is as popular, if not more so, than professional 
football is in the United States, but simultaneous live 
broadcasting of National Football League (NFL) games 
has done nothing to hurt attendance at the stadiums— 
the Court avoided the chance to tear down FAPL’s line of 
reasoning and instead offered a simple solution; FAPL is 
free to incorporate a contractual limitation in the contract 
with the broadcasters, by which broadcasters would be 
required to refrain from broadcasting matches during 
certain periods (namely, Saturday afternoons).

In sum, the ECJ stated that TFEU Article 56 prevents 
FAPL from denying citizens of Member States the right 
to purchase foreign decoding devices from another State. 
Any type of agreement whose goal is to partition the 
market according to national borders or make it more 
diffi cult to break into national markets must be regarded 
as a restriction on competition. Put another way, where a 
license agreement is designed to prohibit the provision of 
broadcasting services between members of two separate 
countries, it will be deemed a restriction on competition 
and therefore illegal. The Court here is concerned for the 
welfare of the public; a restraint on competition that al-
lows one broadcaster to have the exclusive right to show 
the matches in a country would allow that broadcaster 
to charge virtually any price it wants for a subscription 
to its services. Residents of that particular country or 
territory would have no choice but to either pay that fee 
or forgo watching the matches on television. However, 
if broadcasters are forced to compete with those of other 
countries, the prices will go down and residents will 
therefore benefi t. This bedrock principle of anti-competi-
tion law is heavily relied upon by the ECJ in justifying its 
conclusions.  

The Court then addressed FAPL’s copyright infringe-
ment allegations. It announced that FAPL cannot claim 
copyright in the matches themselves because the matches 
are not “works.” In order to be considered a work, the 
subject matter would have to be original in the sense that 
it is the author’s own intellectual creation. The Court said 
that sporting events, including soccer matches, cannot 
be regarded as intellectual creations classifi able as works 
within the meaning of the copyright statutes. Soccer 
matches in particular cannot meet this standard, since 
they are subject to concrete rules of the game and leave no 
room for creative freedom for the purposes of copyright. 
However, the Court went on to say that FAPL could assert 
copyright protection in various “works” contained in the 
broadcasts themselves, such as the opening video se-
quence (the introduction before the matches), the Premier 
League anthem, pre-recorded fi lms showing highlights of 
recent matches, and various League graphics that are dis-
played on the screen. Therefore, as long as the broadcasts 
of the game contain these copyrighted elements, anyone 
who is impermissibly viewing the broadcast is technically 
infringing a copyrighted work. 

upon the market legally in another state by another satel-
lite broadcaster.

II. The Decision
The ECJ’s decision here was essentially twofold. The 

fi rst part of the decision dealt with anti-competition con-
cerns and the sale of decoding devices outside of each in-
dividual country, while the second part concerned FAPL’s 
copyright infringement allegations. The Court essentially 
labeled FAPL’s fi rst set of demands as restraints on trade.5 
The ECJ cited to Article 56 of the Treaty of the Function-
ing of the European Union (TFEU), which requires “the 
abolition of all restrictions on the freedom to provide ser-
vices, even if those restrictions apply without distinction 
to national providers of services and to those from other 
Member states, when they are liable to prohibit, impede, 
or render less advantageous the activities of a service 
provider established in another Member State where it 
lawfully provides similar services.”6 The partitioning of 
the Union into individual territories for the purpose of 
broadcast licenses, resulting in an artifi cial price differ-
ence between the national markets, runs contrary to the 
purpose of the Treaty. In other words, the goal of the 
Treaty is the completion of one national market across the 
European Union for the sale of all goods and services, and 
FAPL’s attempts to break the Union down into individual 
countries where broadcasters have exclusive rights, while 
at the same time preventing customers located in one 
country from having access to the services in another 
country, cannot be allowed.

The ECJ responded to an additional interesting, but 
fl awed, argument presented by the plaintiffs. FAPL main-
tained, in the alternative, that the exclusivity provisions 
are necessary in order to ensure compliance with Union of 
European Football Associations’ (UEFA) Rule 48 “closed 
rule” period, which prohibits the Saturday afternoon 
round of soccer matches from being broadcast live in the 
United Kingdom.7 UEFA is the body that governs all pro-
fessional European soccer leagues, and broadcasters must 
comply with its regulations. The rationale for Rule 48 is 
to encourage soccer fans to attend stadiums in person 
to watch the matches, particularly those in the divisions 
below the Premier League that do not benefi t from the 
higher rates of attendance that Premier League teams en-
joy. According to FAPL, this goal would be impossible to 
meet if television viewers in the U.K. were free to watch 
the Premier League matches that other broadcasters were 
transmitting in from other Member states. In FAPL’s 
view, if members of the public were free to sit at home on 
Saturday afternoons and watch its matches on TV due to 
their subscriptions to foreign broadcasters (since the U.K. 
broadcaster, BSkyB, is not allowed to show the matches 
so anyone with a BSkyB subscription would not be able to 
watch them), then people will stop going to the matches 
themselves and the clubs will lose money from the down-
turn in attendance numbers at the matches.8 Regardless of 
the defects in this argument—for starters, Premier League 
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broadcaster that gives the broadcaster the exclusive right 
to the matches in a given country, but prevents it from 
broadcasting outside of that territory, FAPL has essen-
tially no legal recourse if residents of another country/
territory decide to legally subscribe to that broadcaster 
and receive the transmission from somewhere outside of 
the contractually defi ned territory. In Ms. Murphy’s case, 
the Court basically said that since the goal of the relevant 
European legislation is to ensure the transition from na-
tional markets to one single market, FAPL cannot prevent 
U.K. residents from subscribing to a Greek (or any other 
country) broadcaster. Any kind of contractual restrictions 
to enforce an exclusivity clause is simply going to be 
unenforceable. 

So what does all of this mean in practical terms? For 
one, it is possible that future broadcasting licenses are 
going to be made on a pan-European basis. Instead of 
competing for the exclusive right to broadcast matches 
in a given country, some of the biggest, wealthiest broad-
casters in Europe may instead attempt to negotiate for 
the exclusive right to show the matches anywhere on the 
continent, period. While this tactic would probably be 
unimaginably expensive for the network with the win-
ning bid (for the sake of comparison in the United States, 
ESPN recently signed a deal with the NFL for almost $2 
billion per year for the right to continue showing Monday 
Night Football10 (which is only 17 Mondays per year)), it 
could also potentially be unbelievably lucrative, given the 
population’s unquestionable infatuation with soccer. This 
steadfast loyalty to the sport could certainly bring in huge 
revenues for the broadcaster willing to shell out the most 
cash for the exclusive right to show the matches across 
Europe. The biggest potential downside to this approach 
is that while most European citizens are certainly crazy 
about soccer, not all of them are fanatical about the Eng-
lish Premier League in particular. Practically every major 
country in Europe has its own top league, and while the 
Premier League is, by the numbers, the most fi nancially 
successful league in the world,11 some of the other top 
money earners (Serie A in Italy, La Liga in Spain, Bundes-
liga in Germany, and France’s Ligue 1, to name a few) will 
certainly compete for their share of the fans, especially in 
their own countries. However, it is important to keep in 
mind that after the ECJ’s ruling, every league in Europe is 
going to be faced with the same problem that the Premier 
League now faces with regard to broadcasting licenses. 
Therefore, a creative (albeit highly unlikely) solution to 
this collective problem would be for the leagues to create 
some sort of super rights deal that would give one broad-
caster the exclusive rights to show all of the matches of all 
the top leagues in Europe. No network would normally 
even consider a deal like this, but broadcasters may fi nd 
the slightest bit of temptation in knowing that earning 
such a rights package would all but ensure that every 
sport-loving citizen of the continent would subscribe to 
their networks because they would almost certainly be 
carrying the matches of any league a prospective custom-

The focus then turned to FAPL’s case against pub 
owners showing the matches. The Court fi rst had to 
determine the intended audience that FAPL had in mind 
when licensing the broadcasts. Ultimately, it found that 
the patrons of the pub who go there to watch the matches 
are a “new public” that was not originally conceived of by 
FAPL. In other words, FAPL intended that the broadcasts 
be viewed in private by people in their own homes, who 
would presumably pay for subscriptions to watch the 
games. Yet when people start patronizing pubs to watch 
the games and the pub owners are benefi ting fi nancially 
from them, the owners are essentially taking money that 
FAPL and broadcasters would otherwise be making if 
those same patrons had instead paid for subscriptions 
and watched the games at home. In the Court’s own 
words:

When those authors authorize a broad-
cast of their works, they consider, in 
principle, only the owners of television 
sets who, either personally or within their 
own private or family circles, receive 
the signal and follow the broadcasts. 
Where a broadcast work is transmitted, 
in a place accessible to the public, for a 
public which is permitted by the owner 
of the television set to hear or see the 
work, an intentional intervention of that 
kind must be regarded as an act by which 
the work in question is communicated 
to a new public.… That is so when the 
works broadcast are transmitted by the 
proprietor of a public house [pub] to the 
customers present in that establishment, 
because those customers constitute an ad-
ditional public which was not considered 
by the authors when they authorized the 
broadcasting of their works.9

As pub patrons are not members of the original 
“public” contemplated by the rights holders, showing the 
matches to these patrons is an unlawful, profi t-making 
communication of the copyrighted works to the public, 
and therefore a violation of the copyright laws.

III. The Implications

Anti-Competition 

The implications of this case for the future of live soc-
cer broadcasting rights are both clear and signifi cant. For 
one, it is apparent that although the clubs can continue 
to exploit matches commercially through their ability to 
charge admission to the matches, FAPL cannot rely on 
copyright protection to limit the subsequent broadcast of 
the games by those entities that have lawfully acquired 
the rights to show those matches on their television sta-
tions. This applies even if those rights have been acquired 
on an exclusive basis limiting the broadcast to one coun-
try or territory. Even if FAPL enters into a contract with a 
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tions, but if those residents choose to sign up on their 
own, FAPL cannot stop them. 

Copyright Protection

Although the fi rst half of the decision appears to 
deliver a devastating blow to the Premier League in that 
it emphatically prevents FAPL from having the ability to 
deny residents of one country from subscribing to foreign 
broadcasters’ transmissions, the second part of the deci-
sion dealing with copyright seems to give FAPL the right 
to prevent pubs from broadcasting unauthorized matches. 
There was certainly a misconception in the media reports 
when news of the Court’s decision fi rst broke, claiming to 
give pub owners an enormous victory. In reality, pubs and 
other commercial premises will not be permitted to show 
the matches, because doing so would communicate to the 
public certain copyrighted works incorporated into the 
broadcast. Recall that the Court, in its decision, rejected 
the notion that live matches can be copyrighted. The 
Court did, however, recognize that FAPL has copyright 
in the elements of the broadcasts that it has itself created, 
such as the league logo on the screen during the game, 
the selection of pre-game material, and post-game high-
lights. Therefore, it appears that private viewing in one’s 
home does not constitute infringement, thereby allowing 
individual households to shop around across the conti-
nent to fi nd the best deal. However, showing the matches 
in a public place such as a pub would still constitute 
copyright infringement and would be actionable. 

The Court ruled that pubs and other commercial 
premises will not be permitted to show the matches 
because so showing communicates to the public certain 
copyrighted works incorporated into the broadcast. So 
the Court seems to rule that pub owners cannot show the 
copyrighted broadcasts to their customers, but since use 
in one’s own home does not involve communication the 
public, this will be allowed. However, imagine for a sec-
ond that a skillful broadcaster could somehow remove all 
of the copyrightable elements of the broadcast, including 
the pre-recorded highlights, the Premier League anthem, 
and even the Premier League logo on the screen. Then, 
in theory, since it is not violating any of the League’s 
copyrighted material, it should be allowed to show the 
games. If this in fact holds true, the League may begin 
including additional copyrightable elements throughout 
the broadcast to make it practically impossible for foreign 
broadcasts to be made publicly without infringing the 
copyright.

Conclusion
At fi rst glance, this decision seems to be a potential 

deathblow to the current licensing model. Yet upon closer 
analysis, the impact may not be as devastating to FAPL 
as fi rst anticipated. Given that the unauthorized viewing 
in pubs can be dealt with on copyright grounds, and that 
for private viewers the prices of subscriptions are more 

er would want to see. One other potential shortcoming is 
that in order to maximize the number of potential sub-
scribers, the broadcaster acquiring such exclusive rights 
would need to be able to offer the matches in multiple 
languages with multiple different feeds for each country, 
since obviously not everyone in a given country speaks 
the same language. This could end up being extremely ex-
pensive for the network and a logistical nightmare. While 
still a plausible option, broadcasters will be hesitant to 
take such a risk on a highly ambitious endeavor.

However, this very same problem could ultimately 
lead to an option that is most practical in terms of solv-
ing many of the problems posed by the ECJ’s decision. 
FAPL could decide to license the rights by language. While 
any broadcaster would be free to bid on the rights to any 
language, they would most likely be interested in only 
the native languages of whatever countries in which they 
actually operate. For example, Company X in France 
would probably not have much interest in the rights to 
the broadcast in Italian. The rights to the broadcast in 
French would obviously be a different story. This could 
potentially be an appealing solution, because on the one 
hand, many broadcasters that currently have the exclu-
sive rights in a given country may not really be affected 
because the natives of those countries will still subscribe 
to the networks. Countries such as Slovakia, Romania, 
and the Czech Republic, which do not have enormous 
overall populations but nevertheless almost everyone in 
each country speaks the same language, will presumably 
have roughly the same number of subscribers under this 
new approach as they did before the ECJ’s decision. On 
the other hand, broadcasters desiring to hold the rights to 
broadcasts in languages such as English, French, Ger-
man, Italian, and Spanish will most likely have to pay 
much more for those rights simply because there are more 
people speaking those languages. This artifi cial partition-
ing of the market occurs not on a map, but instead accord-
ing to the social constructs of society determined not by 
where people live, but by what language they speak.

Ultimately, both the Premier League and the indi-
vidual broadcasters with which it does business may 
want to minimize the effects of this decision and change 
the current territory-by-territory marketing regime as 
little as possible. Assuming that neither side wants to 
completely turn the industry on its head and start all over 
from scratch, what are some possible clauses that FAPL 
could add to its licensing agreements to try to combat 
the effects of this ruling? One option may be to stipulate 
that the broadcaster shall not engage in “active” market-
ing and selling of its subscriptions outside of the licensed 
territory, yet at the same time acknowledging that FAPL 
cannot prevent “passive” selling, which would essentially 
mean residents of other countries taking the initiative and 
signing up for the service on their own. In other words, 
broadcasters would not be allowed to solicit residents of 
other European countries and advertise their subscrip-
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or less the same throughout Europe, it does not seem 
very likely that private viewers will want to go through 
the ordeal of purchasing a subscription through another 
country when in all likelihood they will then have to 
watch the matches in the language of whatever country’s 
broadcaster they subscribe to. If that is the case, the cur-
rent revenues that broadcasters enjoy may not be entirely 
affected, because most subscribers will continue with the 
same networks. The answer will be known soon enough, 
as the real test is likely to come this year when the current 
licensing agreements end and FAPL begins to tender bids 
for the next licensing period for Premier League matches 
throughout Europe. Ironically, pub owners like Ms. Mur-
phy, who at fi rst glance appear to be winners in this case, 
may end up losing more in this judgment than do FAPL 
or the broadcasters. 
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bookmakers may set the money line at -500. In that sce-
nario, gamblers must bet $500 on Team A in order to win 
$100 if Team A prevails. On the fl ip side, gamblers would 
have to wager $20 on underdog Team B to win $100 dol-
lars if Team B prevails. Another popular way people can 
gamble on sports is through betting on the point spread. 
In most cases, bookmakers set the point spread to try and 
get equal money bets on each side of the spread. If that 
happens, the bookmakers can pay the winners with the 
losers’ money and collect the vigorish, the fee the book-
makers charge for their services. Point spreads can be as 
low as 0 (a “pick em” game) and as high as 50 for basket-
ball contests. If a gambler bets on the favorite, then that 
team has to win the game by more than the point spread 
for the gambler to win. If the bettor elects to bet on the 
underdog, the team must win the game outright or lose 
the game by less than the point spread.4 For example, 
if Team C is a seven point favorite over Team D, then 
gamblers who bet on the favorite would prevail if Team C 
wins by more than seven points and bettors who wagered 
on the underdog would win if Team C lost or won by less 
than seven points. If Team C wins by exactly seven points, 
the bet is called a “push” and all bets are refunded to both 
sides.5 

“The rise in gambling along with the 
increased popularity and portability of 
the Internet has caused state and federal 
governments to have to make tough 
political and policy-driven decisions on the 
legality of online gambling.”

Two other popular sports betting formats are parlays 
and proposition bets. Parlays involve multiple bets on one 
ticket. In order for the gambler to win his or her parlay, 
every bet made on the ticket must be successful. The more 
games the gambler includes in his or her parlay, the larger 
the potential payout. For example, a gambler may choose 
to bet on two money lines and two point spreads on the 
same ticket. If he or she is correct on all four bets, a larger 
payout will be received than if all four games were bet 
individually. However, the entire ticket loses if even one 
of the four bets is incorrect. Proposition bets are wagers 
on specifi c occurrences during a game. There are endless 
possibilities for so-called “prop” bets. Gamblers can wa-
ger on what the fi nal score will be, who will win the coin 
toss, or if a specifi c player will score a certain amount of 
points. For popular events like the Super Bowl, bookmak-
ers often choose to offer a vast array of proposition bets. 
However, bookmakers often will not take large wagers 

Shockwaves rippled through the online betting in-
dustry on two separate occasions in 2011. First, on April 
15th, federal authorities based in New York shut down 
the three most prominent online poker websites—Full Tilt 
Poker, PokerStars, and Absolute Poker/Ultimate Bet. The 
enforcement action was quickly dubbed “Black Friday” 
for the online poker industry in the United States. Shortly 
after the crackdown, all three websites featured promi-
nent messages notifying visitors that the portals had been 
seized. Logos from the Department of Justice (DOJ) and 
the Federal Bureau of Investigation (FBI) were included. 
A recently fi led amended complaint alleges that Full Tilt 
Poker, one of the three sites that was seized, operated as 
a Ponzi scheme. In December, Absolute Poker co-founder 
Brent Beckley pleaded guilty to, among other charges, 
conspiracy to violate the federal law pertaining to the 
processing of payments derived from Internet gambling.1 
In the second incident, the U.S. Attorney’s Offi ce in Mary-
land charged several individuals with running an illegal 
online sports gambling business and money laundering. 
Ten separate domain names were seized, with Book-
maker.com the most prominent. The enforcement action 
was popularly known as “Blue Monday” in the online 
sports betting industry. Both stories made international 
headlines and brought the legality of online sports betting 
to the forefront of public discussion. The purpose of this 
article is to provide an overview of online sports betting 
and the legality thereof. 

The prevalence of gambling (sports-related and oth-
erwise) in the United States has grown exponentially over 
the last 30 years. In 1976, there were 13 states with legal 
lotteries, two states with legal off-track wagering, and one 
state with casinos.2 In 2012, all but two states have some 
form of legal gambling.3 The rise in gambling along with 
the increased popularity and portability of the Internet 
has caused state and federal governments to have to 
make tough political and policy-driven decisions on the 
legality of online gambling. One of the most popular 
forms of online gambling, and the focus of this article, is 
wagering on sporting events.

Sports Betting Basics
Gamblers can wager on sporting events in a multi-

tude of different ways online. At the simplest level, gam-
blers can wager on who they believe will win an athletic 
contest. This is commonly referred to as gambling on 
the “money line.” To account for the varying skill levels 
of the teams involved, bookmakers set money lines to 
make the payoff less if a gambler wagers on the team that 
is considered the better team. For example, if Team A is 
considered to be signifi cantly better than Team B, then the 
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the use of wire communications to transmit wagers or 
information that can aid in the placement of wagers. In 
relevant part, the Wire Act states:

Whoever being engaged in the business 
of betting or wagering knowingly uses a 
wire communication facility for the trans-
mission in interstate or foreign commerce 
of bets or wagers or information assisting 
in the placing of bets or wagers on any 
sporting event or contest, or for the trans-
mission of a wire communication which 
entitles the recipient to receive money or 
credit as a result of bets or wagers, or for 
information assisting in the placing of 
bets or wagers, shall be fi ned under this 
title or imprisoned not more than two 
years, or both.11 

In a legal opinion dated September 20, 2011 but not re-
leased publicly until December 23, 2011,12 the DOJ posited 
that the Wire Act only applies to sports betting. This con-
clusion reverses the DOJ’s previously held position that 
the Wire Act attached to all forms of Internet gambling, 
including online poker.13 

A number of cases prosecuted under the Wire Act 
have been related to sports gambling. The New York-
based case of United States v. Cohen14 is likely the most 
prominent example. Jay Cohen was convicted of violating 
the Wire Act while operating an online sports book called 
World Sports Exchange (WSEX) in Antigua, a small island 
nation in the Caribbean. After being indicted, Cohen vol-
untarily returned to the United States to defend himself 
in federal court.15 Following a full trial, Cohen was found 
guilty of operating an online sports book that illegally ac-
cepted wagers from the United States over the phone and 
through the Internet. The Manhattan-based U.S. Attorney, 
Mary Jo White, stated that the case showed that sports 
book owners who accepted wagers from Americans could 
not avoid prosecution in the United States by simply tak-
ing their business operations overseas. Relatedly, in the 
appellate decision, the judge stated there was no dispute 
that such gambling was illegal under state law in New 
York. During trial, prosecutors provided evidence that 
Cohen and WSEX solicited customers from the United 
States through its website and a toll-free telephone num-
ber. Additionally, WSEX set up advertisements in Ameri-
can newspapers and magazines promoting its online 
sports book. Undercover FBI agents opened gambling ac-
counts on the website, transferred money to their account, 
and then placed online and telephone bets from New 
York. The Cohen case evidences how the Wire Act, even 
though it was enacted decades before the Internet was 
in use, can attach to online sports gambling operations. 
However, legislative history and subsequent analysis 
indicate that the Wire Act cannot be used to convict the 
individual person placing wagers:

on proposition bets due to the unpredictability of their 
outcomes and the greater potential for manipulation. 

Finally, due to technological advances allowing for 
the rapid transmission of data, “in-game” betting where 
bettors are able to make micro-level wagers on game 
outcomes and individual events within the game (such 
as the completion of a third down conversion in football 
or consecutive free throws in basketball) in near-real time 
from a handheld device or personal computer has become 
increasingly popular. Such live betting allows gamblers 
to bet instantly as the game they are watching progress. 
Using complicated algorithms, computers calculate how 
the odds change instantly after each play and allow 
gamblers to place smaller bets that are designed to keep 
them engaged (and wagering) throughout the game, as 
opposed to traditional betting methods where wagers 
are placed before the game, with winnings collected after 
the game is over. In addition to established online sports 
book websites like BetUS.com, land-based casinos such as 
the M Resort in Las Vegas have begun offering in-game 
sports betting to patrons who are on-site.6 

As evidenced above, there is a plethora of options 
when it comes to sports gambling. However, outside of 
the state of Nevada,7 gambling on sporting contests is a 
tricky proposition. Individuals who do not live in or trav-
el to Nevada, but who wish to gamble on sporting events 
have been forced to fi nd alternative methods. One option 
that has been popular for decades is the use of an illegal 
neighborhood bookie. However, with the proliferation of 
the Internet, online sports gambling has become increas-
ingly popular over the last decade, even though gamblers 
are often left to wonder if gambling on sporting contests 
online is legal at the state and federal level given the lack 
of any recently enacted legislation directly on point.

Regulation of Online Sports Betting
Joseph M. Kelly, in an important article published last 

year in Gambling Law Review and Economics, posited that 
“it is undisputed that up to 99% of all United States sports 
wagering is illegal.”8 While the exact amount of money 
that is gambled illegally is diffi cult to measure accurately, 
it has been estimated that there are anywhere between 
$80 and $400 billion worth of illicit sports-related bets 
made each year in the United States.9 A leading expert 
opined that the online sports gambling explosion “has 
caught offi cials in the United States off guard and forced 
courts to improvise and cobble together precedent based 
on statutes and case law, neither of which are on point.”10 
The patchwork of statutes and case law falling under the 
sports gambling umbrella are varied. 

The most often mentioned federal law when discuss-
ing the legality of online sports gaming is the Wire Act of 
1961. The Wire Act, enacted as a tool to fi ght organized 
crime tool during the Kennedy administration, prohibits 
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(1) a governmental entity to sponsor, 
operate, advertise, promote, license, or 
authorize by law or compact, or

(2) a person to sponsor, operate, adver-
tise, or promote, pursuant to the law 
or compact of a governmental entity, a 
lottery, sweepstakes, or other betting, 
gambling, or wagering scheme based, 
directly or indirectly (through the use of 
geographical references or otherwise), 
on one or more competitive games in 
which amateur or professional athletes 
participate, or are intended to participate, 
or on one or more performances of such 
athletes in such games.20 

Restated, PASPA is a general ban on state-sponsored 
sports wagering. However, the statute included a litany 
of exceptions for states that already had some form of 
sports gambling. The statute allowed Nevada to continue 
operating and controlling sports books under state-level 
regulation. In Oregon, the sports lottery game “Sports 
Action” was grandfathered in under the statute, but later 
eliminated by the state when the NCAA threatened to 
withhold college basketball tournament games in the 
state. Delaware was allowed to continue parlay-based 
football wagering, but the state discontinued the opera-
tion after just one year following a legal battle with the 
NFL.21 Finally, Montana was allowed to continue oper-
ating numerous types of sports wagering that included 
Calcutta pools and sports tab games.22 A one-year excep-
tion was granted to allow New Jersey to enact sports 
gambling legislation, but the state failed to do so by the 
January 1, 1994 deadline. 

The Unlawful Internet Gambling Enforcement Act 
(UIGEA) of 2006 is another important statute that pertains 
to the legality of online sports gambling. It states that no 
person or entity may knowingly accept or help process 
an online bet or wager through debit card, credit card, 
check, electronic draft, or similar instrument. As such, the 
UIGEA has had its greatest impact on banks, credit card 
companies, and other payment processors that may deal 
with gambling-related funds. Although certain types of 
fantasy sports were exempted from the statute’s purview, 
the far-reaching language included in the statute includes 
multiple types of potential wagering activity, defi ning 
“bet or wager” as:

The staking or risking by any person of 
something of value upon the outcome of 
a contest of others, a sporting event, or a 
game subject to chance, upon an agree-
ment or understanding that the person 
or another person will receive some-
thing of value in the event of a certain 
outcome[.]23

As a general matter, the Wire Act has 
been more sparingly used than some of 
the other federal gambling statutes, and 
as a consequence it lacks some of inter-
pretative benefi ts which a more extensive 
case law might bring. The Act is ad-
dressed to those “engaged in the business 
of betting or wagering” and therefore 
apparently cannot be used to prosecute 
simple bettors.16

Other statutes that have been used to combat sports 
gambling include the Travel Act, the Illegal Gambling 
Business Act, and the Racketeer Infl uenced and Corrupt 
Organizations (RICO) provision. The Travel Act was en-
acted in 1961 and applies to anyone who travels interstate 
or uses an interstate facility to promote, attempt, or per-
form an unlawful activity. However, much like the Wire 
Act, the Travel Act is likely only relevant in the sports 
gambling context when business enterprises are involved. 
In other words, individuals involved in casual gambling 
activities could probably not be prosecuted under the 
Travel Act. However, business organizations that solicit 
customers are eligible to be prosecuted under this. 

The Illegal Gambling Business Act was enacted in 
1970 and was part of larger organized crime-related leg-
islation.17 It was specifi cally aimed to curtail large-scale, 
illegal gambling operations that were being used to fund 
organized crime organizations. In order to prevail in a 
case under the statute, it must be proved that the gam-
bling ring is: (i) violating a state or local law; (ii) includes 
fi ve or more people who fi nance, manage, supervise, 
direct, or own all or part of the business; and (iii) active 
for more than 30 days or has gross revenue of $2,000 or 
more in any one day.18 The Illegal Gambling Business 
Act was most recently used by prosecutors in connection 
with the “Blue Monday” online sports gambling website 
indictments.

RICO can potentially be used for gambling-related 
prosecutions as well. To establish the elements of a sub-
stantive RICO offense, the prosecution must fi rst prove 
that an enterprise existed and that it affected interstate or 
foreign commerce. Next, it must be shown that the person 
involved was associated with the enterprise, participated 
in the affairs of the enterprise, and participated in the en-
terprise through a pattern of racketeering activity. Lastly, 
the prosecution must prove the individual agreed to par-
ticipate in the enterprise on his or her own free volition.19 

Another major statute that pertains to sports gam-
bling is the Professional and Amateur Sports Protection 
Act (PASPA) of 1992, a bill strongly supported by former 
New Jersey Senator and New York Knicks player Bill 
Bradley. PASPA states that: 

It shall be unlawful for—
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The fi rst UIGEA-related conviction was secured Decem-
ber 5, 2011, when two individuals were found to have 
violated multiple federal statutes in connection with an 
offshore sports book in Antigua that also included vast 
ground operations on the East Coast. Massachusetts U.S. 
Attorney Carmen M. Ortiz said: “Today’s convictions 
should serve as a message to those involved with illegal 
gambling schemes that the government will apply the 
full weight of its resources to identify, investigate and 
prosecute individuals who seek to profi t from offshore 
gambling.”24

Conclusion
As evidenced above, there is no specifi c or consis-

tently used statute to regulate online sports gambling. 
Prosecutors are forced to use statutes that were created 
pre-Internet or attempt to prosecute the banks and pay-
ment processors that online sports bookmakers use to 
collect payments and distribute winnings to gamblers in 
the United States. Additionally, the lack of any specifi c 
federal law that prohibits casual bettors from placing 
wagers on sporting events continues to limit prosecutions 
for online sports gambling to the individuals or organiza-
tions that receive the bets or are in the business of sports 
gambling. 
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ing for $5,600.6 Woven by hand from the fi bers of a lotus 
plant, the fabric is soft and supple to the touch and resem-
bles a blend of linen and silk, ideal for the environmen-
tally conscious consumer.7 The sponge-like quality of the 
yarn creates a porous fabric that is both wrinkle and stain 
resistant.8 Cultivated in Mynamar, Southeast Asia, where 
it is custom to cultivate lotus fl owers in fl oating orchards, 
the process is long and tedious.9 32,000 handpicked lotus 
stems are needed to produce just one meter of fabric.10 An 
average consumer is unable to spend almost $6,000 on a 
jacket despite its environmentally friendly properties.11 
However, because of the skill demanded to create the 
fabric, in addition to the extensive development process, 
manufacturers must maintain the high cost in order to 
ensure a profi t.12 Additionally, until recently, the U.S .had 
trade sanctions against Mynamar, because of its military’s 
consistent violations of human rights including forced 
labor, human traffi cking, and child labor.13 As a result, all 
of its products were banned from being sold in the U.S.14 
Although designers may be able to circumvent this issue 
by fi rst importing the fabric to Europe, assembling the 
garments there, and then bringing them into the U.S., this 
also does not come without increased cost.15 

Eco-chic has opened up another opportunity for prof-
it in the fashion industry, but the introduction of the FTC 
Green Guidelines generates many questions as to what 
effect the Guidelines will have on the green opportunist. 
Will the rigid restrictions require designers to substantiate 
all environmental claims, and demand that modifi cations 
be made in marketing schemes, production processes, 
and product development? If so, will this produce too 
much of a fi nancial burden for new designers and fail to 
be a worthy investment? Finally, will this increase in cost 
of eco-chic couture create yet another genre of fashion out 
of reach to the average American? 

The FTC has policed the fashion industry to prevent 
misrepresentations by manufacturers long before the de-
velopment of the green movement. In Mary Muffett, Inc. v. 
FTC, charges were brought against Mary Muffett Inc. for 
the sewing of labels into rayon dresses and claiming the 
dresses to be silk, at a time when women were unable to 
distinguish between the fabrics.16 In the 1970s, the FTC 
found Tayor-Friedsam Co., Inc. to have used deceptive 
marketing tactics by failing to advertise its product’s true 
fabric content, the percentage of each fi ber contained in 
the product, and the generic name for the fi bers present, 
as required by the Textile Fiber Products Identifi cation 
Act.17 In 2010, the FTC continued its couture crusade and 
fi led suit against “Sami Designs LLC,” “CSE Inc., Mad 

Introduction
Consumers across the globe are becoming increas-

ingly more ethical about the purchases they make and the 
clothes on their backs as the green lifestyle has trickled its 
way into the world of fashion. September 2010 marked 
the launch of “The Green Shows” in New York City, fea-
turing designers who combined unique designs with so-
cial and environmental awareness. Enter the green zone, 
where designers are creating 100% sustainable garments 
through environmentally friendly processes…or are they? 

In January 2010 the Federal Trade Commission (FTC) 
enacted a series of “Green Guidelines”1 regulating the 
claims manufacturers may make in marketing their lines 
to the environmentally aware consumer.2 Many of the 
Guidelines are particularly relevant to designers and 
manufacturers in the fashion industry because of the 
current progression to go green. In addition to the Guide-
lines, the FTC issued 78 cease and desist letters to retailers 
who failed to provide consumers with full disclosure of 
the complete fabric content in their garments, and posted 
a consumer tip sheet on its website detailing how to iden-
tify false green advertising.3 Ideally, the Green Guidelines 
will enhance the credibility of green marketing, includ-
ing claims of being “green,” “biodegradable,” and “re-
cyclable,” as well as requiring information verifying the 
authenticity of these terms.4 Thus far, the FTC has fi led 
suit against four corporations that claim their products to 
be 100 percent ecofriendly, made from the renewable re-
source of bamboo, when they actually consisted of rayon 
and not bamboo fi bers.5

Due to the lengthier and more costly processes need-
ed to create environmentally friendly garments, consum-
ers are willing to pay top dollar for eco-chic items. The 
FTC’s aim behind the new regulation is to insure that the 
consumer is receiving the added value for the increased 
cost, and is not misled by deceptive advertising.

At fi rst glance the FTC’s efforts appear both neces-
sary and equitable. They prevent consumers from being 
misled, eliminate unfair competition by corporations, 
and enforce an organized and effi cient framework to be 
followed by those wishing to profi t from the green move-
ment. There are however, a number of drawbacks accom-
panying the increased regulation affecting the eco-chic 
revolution. Some of these include issues with U.S. Cus-
toms, increased economic cost, and extended production 
time in an industry where time is money. 

These issues are best explained through an example 
involving a luxurious lotus fl ower sewn jacket, retail-
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recyclable and biodegradable. To avoid deceptive mar-
keting, the manufacturer would have to clearly specify 
whether the biodegradable and recyclable qualities adver-
tised applied to the entire bag or just a part of the bag, in-
cluding the attached hang tag and the packaging.27 If the 
claim applies to all aspects of the product except a minor 
part, disclosure need not specify the minute disparity.28 
This may include a small ribbon or sticker used to fasten 
the wrapping paper in place, and unlikely to be assumed 
biodegradable or recyclable. Levi Strauss & Co.’s adver-
tisements for its line of eco-jeans directly discloses to the 
purchaser that all aspects of the jeans are “eco.”29 This in-
cludes the denim being dyed in natural indigo and made 
of 100 percent organic fabric, all zippers and buttons 
made of recycled materials, and the packaging made from 
organic fabric or recycled paper labeled with soy-based 
ink.30 The disclosure informs the consumer of exactly 
what makes the jeans “eco” and substantiates its claim by 
detailing each green quality to its purchaser, thereby suf-
fi ciently satisfying the Guidelines.31 

Often a manufacturer will make an environmental 
claim that is technically true but conveys an impression to 
the consumer overstating the actual environmental bene-
fi ts of the product.32 This concern follows closely with the 
Guideline requiring substantiation of each claim.33 In do-
ing so, the manufacturer is prevented from making a gen-
eral claim of being “environmentally friendly” or “green” 
without specifying why and how.34 Often manufacturers 
will make one of these broad claims while using a blend 
of environmentally safe fi bers and synthetic materi-
als.35 This enables them to claim green friendliness while 
improving the feel or performance of the product with 
cheaper synthetic fabrics, to cut down on costs. Advertis-
ing of this nature is viewed as a misrepresentation to the 
consumer and in violation of the Green Guidelines.36 

Advertisers are also likely to run into trouble by mak-
ing general environmental benefi t claims suggesting that 
their products have no negative environmental impact.37 
Due to the broad nature of these claims, the marketer is 
unlikely to be able to satisfactorily substantiate all reason-
able interpretations.38 Asserting that a sneaker is “eco-
friendly because it is made with all recyclable materials” 
is likely not deceptive, because the broad claim is fol-
lowed by a specifi c reference to what makes the shoe eco-
friendly. This is assuming that the manufacturer is able to 
substantiate its claim regarding what are the recyclable 
materials used. For example, “eco-sneaks,” by Simple 
Shoes®, are clearly described as being made of recycled 
car tires, certifi ed organic cotton, recycled plastic bottles, 
and hemp.39 In contrast, asserting that a garment is 100 
percent eco-friendly because it is made with organic bam-
boo is likely to encounter diffi culty. In the aforementioned 
cases, the FTC brought issue against several corporations 
making this claim because of the environmentally un-
friendly process of turning bamboo into rayon.40 A claim 
asserting “100% eco friendliness” because of its bamboo 

Mod,” “Pure Bamboo LLC,” and “The M Group, Inc. dba 
Bamboosa,” for their false claims of eco-friendliness.18 As 
a result, all have since agreed to stop making false claims 
and abide by the new Green Guidelines.

This article begins by putting forth the FTC Green 
Guidelines likely to have an effect on the fashion indus-
try. Accompanying each of the relevant guidelines are 
examples showing how the regulation would apply and 
whether or not the green marketing claim would likely 
pass muster with the FTC. The second section deliber-
ates over the likely burdensome and favorable effects the 
Green Guidelines will have on consumers, the fashion in-
dustry, and designers. This is followed by a consideration 
of other nations’ attempts to regulate green marketing 
claims made by manufacturers in the fashion industry 
and their results. Finally, the conclusion predicts the like-
lihood of green fashion as an industry-wide change or a 
short-lived trend, and specifi cally emphasizes the impact 
conscious consumerism and ethical preservation will 
have on the future of fashion. 

Federal Trade Commission Revised Green 
Guidelines

Manufacturers and their marketing executives have 
quickly recognized the development of the environmen-
tally aware consumer. As a result, they have become very 
crafty in their green advertising claims, often making 
broad statements with little substantiation. This section 
presents the FTC Green Guidelines and correlating ex-
amples from both the FTC website and the fashion indus-
try and predicts the latter’s compliance with the Green 
Guidelines. 

The Guidelines apply to all forms of marketing, 
including symbols, logos, slogans, and product brand 
names.19 For a designer, this would also include the name 
of any lines of clothing or seasonal specials.20 Names like 
“EarthWear,” “Green Fibres,” “SeaSalt,” “ecoSneaks” 
and Levi’s line of “eco-jeans” would all be examples of 
product brand names and clothing lines subject to the 
Green Guidelines.21 Although the FTC may take action 
under the Guidelines, if a manufacturer makes an envi-
ronmental claim inconsistent with them, it does not oper-
ate to bind the FTC or the public.22 Further, in bringing a 
claim for violation of the Guidelines, the FTC must prove 
the marketing tactic was unfair, deceptive, and likely to 
impact a material aspect of the buyer’s purchasing deci-
sion.23 The inquiry is based on what a reasonable consum-
er would interpret the advertising to mean.24

Manufacturers are required to provide support for 
their environmental claims through tests, analyses, ex-
pert knowledge, and research.25 Substantiation of the 
claims must then be clearly and prominently displayed 
on the product or packaging, identifying what part of 
the product the claim applies to, absent any distracting 
language.26 As an example, consider a tote advertised as 
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vironmentally superior to other brands.58 For example, 
specifying that a product contains 75 percent more recy-
cled content then the other 50 percent for leading brands 
would not be deceptive, because it narrows the claim to 
only what can be substantiated. Simple Shoes® success-
fully advertises its line of biodegradable fl ip fl ops manu-
factured with an organic compound that eventually eats 
away at the bonds holding the shoe’s materials together.59 
The site advertises the time for the fl ip fl ops to fully de-
grade to be a mere 20 years, compared to the average of 
1,000 years of other brands.60 

Often a manufacturer utilizes third party certifi ca-
tions verifying its garment’s green attributes in its adver-
tising. If so, the certifi cation must fi rst satisfy the criteria 
required by the FTC’s Endorsement Guides.61 Velvet 
Leaf, a sustainable clothing company, advertises itself as 
certifi ed by the “Peterson Control Union Group.”62 This 
corporation issues certifi cations for eco-friendly textiles 
including a “Global Organic Textile Standard,” the “Or-
ganic Exchange Certifi cation,” and the “Supply of Dyes 
and Processing Aids.”63 To ensure that the certifi cation is 
not interpreted as a general environmental benefi t claim, 
the user must clearly disclose to the consumer to what 
environmental properties the certifi cation applies.64 This 
Guideline is of particular relevance in the fashion indus-
try because of the movement towards the use of organic 
cotton over ordinary cotton. Unlike ordinary cotton, 
organic cotton is not produced with pesticides, synthetic 
fertilizers, or genetically modifi ed seeds.65 Further, or-
ganic cotton is farmer-friendly, providing the manufactur-
ers with increased income, because they no longer need to 
purchase pesticides and health risks associated with such 
hazardous chemicals are no longer an issue.66 

A marketer may only claim that a product is degrad-
able (i.e., biodegradable, oxo-degradable, or photode-
gradable) if the product is capable of degrading in the 
environment where it is customarily disposed, and it 
must state the rate and extent of degradation.67 The valid-
ity of this test must be supported by scientifi c research 
showing that the entire item will break down and return 
to nature within a reasonable time, which is one year.68 
The Guideline further states that because disposal in 
landfi lls, recycling facilities, and incinerators generally 
does not result in deterioration within a year, use of such 
disposal to support a degradable claim would be decep-
tive.69 OAT’s biodegradable sneakers are designed with 
canvas exterior and seed embedded cork soles, allowing 
consumers to plant the shoes in their backyards, compost 
piles, or gardens upon disposal, and watch fl owers sprout 
from the soles.70 Although OAT’s website gives a thor-
ough explanation of the intent behind the biodegradable 
qualities in the sneakers, there is no mention of how long 
it takes for the shoes to begin the decomposing process.71 
Manufacturers in general are likely to have an issue with 
this Guideline because of their failure to substantiate the 
degradable claim.72

fi ber content was held to be misleading because of the 
harmful effects on the environment through the discharge 
of toxic air pollutants.41

Although some bamboo fabric can be created through 
an environmentally safe process, oftentimes it is not.42 
More commonly, what is advertised as bamboo is actually 
rayon, the generic term for any manmade fi ber.43 Rayon is 
made from cellulose, the chief component in the walls of 
plants like wood or bamboo.44 The FTC’s environmental 
concerns arise after the process of converting the cel-
lulose into rayon strands through a technique called the 
viscose process.45 This process requires the cellulose to be 
treated with sodium hydroxide and carbon disulfi de be-
fore being placed in a chemical bath of sulfuric acid.46 The 
viscose matter is then fi ltered through a series of small 
holes forming strands that eventually harden into rayon 
yarn.47 As a result of the viscose process, any antimicro-
bial properties the bamboo retained prior to the chemical 
bath submersion have dissolved.48 The residue of these 
harmful chemicals is frequently dumped into rivers and 
results in serious damage to the environment.49 Conse-
quently, it is not the environmentally friendly process so 
that many retailers claim it to be. If manufacturers opt for 
the environmentally safe development process, bamboo’s 
series of textile benefi ts make it an ideal raw material in 
the fashion industry. As mentioned in the New York Times, 
“Bamboo is a workhorse at sequestering carbon dioxide 
and pumping out oxygen.”50 “It is a tough plant that 
manufactures its own antibacterial compounds and can 
thrive without pesticides.”51 “And its porous fi bers make 
a cloth that breathes and is as soft as silk.”52 “In fact, there 
is such a stampede of fabric designers in China and Japan, 
where it is farmed and processed—no such industry ex-
ists in the U.S .—that in its May issue, National Geographic 
predicted that this upstart fabric may someday compete 
with King Cotton.”53

Bamboo fabric and its questionably green manufac-
turing process is a predominant source of concern for the 
FTC.54 The FTC is taking issue with these retailers and 
their misleading marketing claims, in particular to asser-
tions including: that products are manufactured using 
an environmentally friendly process, the products retain 
natural antimicrobial properties of the bamboo plant, and 
the products are biodegradable.55 A reasonable consumer 
would unlikely interpret a general claim of “eco-friendly” 
as including such a hazardous effect on the environment. 
Similarly, an example from the FTC website stated that a 
claim of “environmentally friendly” because a product’s 
wrapper was not bleached in chlorine would likely be de-
ceptive if the production process released harmful chemi-
cals into the environment.56 

 The key to making a comparative environmental 
marketing claim without violating the Green Guidelines 
is suffi cient substantiation.57 Advertising a product as 
“environmentally preferable” to other leading products 
must be followed by a specifi cation of what makes it en-
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Claims Guideline further requires that if items are only 
partially made of recycled material, such disclosure must 
be displayed to the consumer.87 Furthermore, if manufac-
turers seek to market a product as “recyclable,” it must be 
capable of being collected, separated, or recovered from a 
solid waste stream through an established recycling pro-
gram for reuse.88 Ecoist.com has collaborated with Coca-
Cola, M&Ms, Cliff Bar, Frito-Lay, Disney, and Aveda to 
recover their misprinted or unused packing materials and 
recycle them to create products. This is an example of an 
established recycling program, which verifi es ecoist.com’s 
claims of using recycled merchandise. Vintage and con-
signment stores are an example of reconditioned items.89 
In that case, advertisers need not verify claims that their 
garments and accessories are “recycled” because a reason-
able consumer would understand that they are previously 
used items and not made from raw materials. 

In addition to regulating green marketing claims 
regarding the raw materials used to create garments, 
the FTC Green Guidelines also regulate the production 
processes behind the materials.90 For example, the Green 
Guidelines monitor claims made by manufacturers as-
serting their use of renewable energy, which is energy 
emanating from natural resources such as sunlight, wind, 
rain, tides, and geothermal heat that naturally replenish 
themselves.91 Manufacturers are prohibited from adver-
tising the use of renewable energy if power derived from 
fossil fuels is also used to manufacture any part of the 
advertised item.92 All signifi cant manufacturing processes 
used for the product must be powered with renewable 
energy in order to make this claim.93 In an effort to be 
more environmentally conscious, many corporations are 
now using windmills and solar panels to manifest the 
energy to run their factories. The claim must then be sub-
stantiated for the consumer. If a manufacturer uses solar 
power to run one aspect of its production process, it may 
not make a broad claim of using renewable energy to the 
consumer.94 Coldwater Creek, a women’s apparel and 
fashion accessories corporation, has been recognized by 
the U.S. Environmental Protection Agency as the largest 
purchaser of renewable energy in the apparel industry.95 
As reported on its website, “The company will offset 
100% of its energy usage through wind power purchased 
through renewable energy certifi cates totaling 45,000 
Megawatts this year alone.”96 Due to its recognition and 
vast implementation of renewable resourced energy, 
Coldwater Creek may advertise to consumers notice of its 
eco-friendly operation. 

 A claim stating “made with 100% renewable materi-
als” likely conveys to consumers that the product is also 
recyclable, made with recycled content, and biodegrad-
able.97 The FTC has offered this example to illustrate to 
manufacturers a potentially deceptive renewable mate-
rials claim.98 Unless the statement and each suggested 
interpretation could be substantiated for the consumer, it 
would likely be misleading.99 For the claim to be within 

As previously mentioned, the FTC has brought suit 
against several corporations for making deceptive green 
marketing claims. In Sami Designs LLC v. FTC, the follow-
ing slogan was found to be deceptive because it conveyed 
to consumers an exaggerated environmental benefi t that 
could not be supported by the manufacturer.73 “Healthier 
for you and the environment, pesticide free and chemical-
free, ecoKashmere® bamboo clothes are the new earth’s 
cashmere.”74 Sami claimed that its products were chemi-
cal-free, despite knowing the process used to manufacture 
the bamboo involved a wide range of hazardous chemi-
cals being released into the environment.75 Since a “free-
of” or “non-toxic” claim is generally interpreted to mean 
harmless to both humans and the environment, the Green 
Guidelines require manufacturers to provide reliable sci-
entifi c evidence supporting that both their product and 
the production process are non-toxic.76 “Bleached with 
a process that substantially reduces harmful substances 
associated with chlorine” would not be a deceptive claim 
with regard to a t-shirt, as long as such a claim is corrobo-
rated. Corroboration must be clearly and prominently 
displayed for the consumer.77 

American Apparel is one of the retailers at the fore-
front of sustainable fashion. It has created a strictly 
sustainable edition of clothing and is slowly integrating 
100 percent USDA-certifi ed organic cotton into all of its 
widely known jersey knit tees.78 One such example is the 
“Ozone Friendly, CFC Free” t-shirt.79 The tee is free of 
chlorofl uorocarbons, or “CFCs,” compounds made from 
chlorine that catalyze the breakdown of the ozone, letting 
in more dangerous UV rays.80 Despite its product’s prov-
en environmental benefi t, American Apparel should tread 
carefully when claiming its shirt to be “ozone friendly.” 
The broad nature of the claim is likely to be interpreted as 
a general environmental benefi t claim and requires prom-
inently displayed evidence to corroborate all reasonable 
interpretations of consumers. Claims made by a manufac-
turer that a product is “ozone-free” or “ozone-friendly” 
must prove to be safe for both the ozone layer and the 
atmosphere.81 Additionally, in order to be truthful, the 
product must be free of other ozone depleting substances, 
including halons, carbon tetrachloride, and methyl bro-
mide, among others.82

The Recycled Content Claims Guideline governs the 
use of raw, reconditioned, and remanufactured materi-
als.83 It allows manufacturers to represent their prod-
ucts as containing recycled content only if the products 
are composed of materials that have been recovered or 
diverted from a solid waste stream, either during the 
manufacturing process (pre-consumer) or after consumer 
use (post-consumer).84 At ecoist.com, the company en-
courages an eco-minded lifestyle by creating fashion ac-
cessories out of gum wrappers, chip bags, subway maps, 
and soda labels.85 Since 2004, Ecoist.com has saved more 
than 40 million wrappers from landfi lls by combining raw 
materials with an eye for fashion.86 The Recycled Content 
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ion are going to bring the U.S. market back to when
only the rich could enjoy the latest trends. If a pair of Sim-
pleShoes® biodegradable fl ip fl ops retails for $34.99 and a 
pair of rubber synthetic fl ip fl ops at Old Navy retails for 
$2.99, there is going to be a large percentage of Americans 
who have to opt for the rubber fl ops, and no amount of 
environmentally friendly claims will change their minds.

Due to the consequent increase in costs, designers 
may struggle to maintain consumer interest until green 
fashion becomes more mainstream and may demand 
them to become more creative in their marketing while 
staying within the lines of the Green Guidelines. Lines 
with philanthropic involvement and celebrity endorse-
ments have consistently maintained consumer interest. 
For example, TOMs shoes are environmentally friendly, 
stylish, provide an opportunity for purchasers to contrib-
ute to a great cause, and have shown to be hugely suc-
cessful.105 The shoes are made out of recyclable materials, 
and for every pair purchased, another pair is given to a 
shoeless child in Argentina.106 The success of the shoes 
has even attracted celebrity endorsement by the Dave 
Matthews Band, whose members were so impressed with 
TOMs that they helped design a limited edition “Dave” 
shoe.107 From a business perspective, the “philanthropic 
capitalism” model has proven very well-liked for other 
causes including Gap’s RED campaign for Aids in Africa 
and Ralph Lauren’s Pink Pony for Breast Cancer cam-
paign. Like TOMs, they show one way to maintain a com-
petitive price without sacrifi cing consumer interest. In 
addition to receiving an environmentally conscious shoe, 
the consumer is making a charitable donation, thereby 
justifying the increased price. This is an alternative meth-
od for designers and manufacturers looking to launch a 
green line but trying to offset some of the increased pro-
duction costs. 

Acknowledging that most consumers will not pay 
exorbitant rates for organic or biodegradable garments 
and fashion accessories, there are still numerous ways to 
become a part of the green movement in fashion without 
donning a $5,600 lotus suit. One of the simplest ways is 
to participate in post-consumer recycling and donating 
clothes to the textile recycling industry.108 This industry 
has companies conveniently set up all across North Amer-
ica near major cities, such as New York, Los Angeles, 
Toronto, and Dallas, who collaborate with GoodWill and 
The Salvation Army to cut down on textile waste.109 In 
the U.S., we consume 83.9 pounds of textiles per person 
per year.110 It would be much better removing it from the 
waste stream and instead recycling it into new products 
or donate what is no longer used. The textile recycling 
industry also works with various disaster relief efforts 
supplying textile demands all over the world, from Afri-
ca, to Japan, to Sri Lanka.111 Consumers may even be able 
to prosper from the green movement while facilitating its 
growth by selling their out of season clothes to consign-

the Guidelines, the entire product must be made with re-
newable materials, except for some minor component.100 
“Dragon” is a sunglass manufacturer that advertises its 
line of Environmentally Conscious Optics (ECO) as made 
from 100 percent renewable materials, including the ink 
and packaging materials used.101 Following its claim, 
Dragon specifi es that the materials used are replenished 
at the same rate they are consumed.102 This is likely to be 
suffi cient substantiation in support of its claim. 

Possible Burdensome Effects of the Green 
Guidelines 

On the Consumer 

For those fortunate enough to afford couture eco-
friendly garments like the $5,600 lotus fl ower jacket, it is 
a tremendous contribution to environmental preservation 
and the notion of green fashion. However, such extrava-
gance is not required to make a valuable contribution. 
One of the greatest qualities of green fashion is the lack of 
a scientifi c formula delegating what is and is not sustain-
able style. Sarah Scaturro, of the Cooper Hewitt National 
Design Museum, recently mentioned at the Fordham 
Fashion Law Symposium, “Sustainable style is best de-
scribed as each consumer doing what they [sic] can to 
make more environmentally aware purchasing decisions, 
and the culmination of each of these decisions will lead to 
a more environmentally sound fashion industry.”103

Livia Firth, an advocate for green fashion in London 
and co-founder of the green boutique Eco-Age, similarly 
believes that: “There are two main misconceptions about 
sustainability in the fashion world. The fi rst is that you 
have to be an eco-warrior to be involved in sustainable 
fashion. And the second is that it is only for the rich. Ac-
tually, sustainable fashion can be simply buying less, buy-
ing better, and not buying from those companies which 
mass produce at the expense of the earth or through 
sweatshops.”104 Despite this, the transition to green fash-
ion still raises valid concerns; predominantly, the in-
creased costs and increased manufacturing development, 
research, and time. Enactment of the Green Guidelines 
requires designers and those who manufacture their 
clothes to provide scientifi c evidence collected by experts 
to corroborate each environmental claim they make with 
regard to their products. Research and innovation at this 
heightened demand will no doubt come at an increased 
cost in development and in turn an even higher price for 
the consumer. The objective of the Guidelines was to offer 
protection to consumers by insuring that they receive the 
environmental benefi ts being advertised. However, there 
is the possibility that the Guidelines will demand so 
much from the manufacturers that green fashion will be 
pushed out of reach for the average American and cater 
only to a wealthier clientele. An important consideration 
is whether enhanced legal protections developing in fash-
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and scrutiny by the FTC. They have to know that two 
years down the road consumers will still care whether or 
not their jeans are made with organic denim before fully 
committing their corporations. Like labor and employ-
ment changes made in the early 1900s, where the industry 
as a whole was revolutionized, today’s manufacturers 
must be persuaded that environmental awareness is a 
necessary change and they will be left behind absent their 
involvement.119 

To ease the transition of retail giants into green fash-
ion, it is key to ensure that they are well informed of the 
long-term fi nancial and environmental benefi ts resulting 
from their involvement. Eco-chic information workshops 
would provide an opportunity to discuss the FTC’s 
Guidelines, the reasons for increased regulation, and 
why eco-friendly fashion is worth the extra time, money, 
and monitoring. This would reduce the likelihood of the 
manufacturers viewing the Guidelines as a deterrent to 
green involvement. Since big retailers reach considerably 
more consumers than small boutiques, where the bulk of 
sustainable style is currently sold, they could potentially 
contribute to an industry-wide transformation, allowing 
sustainable style to plant long-lasting roots into the fash-
ion industry. As Stella McCartney, a longtime sustainable 
fashion designer, has said, “The important thing is that 
everyone keeps an interest in it, and there is a vested in-
terest because we live on this planet and we need to look 
after it, as without it, we have nothing. So it’s just not the 
fashion industry, it’s every single industry.”120

In addition to the FTC, several large apparel corpo-
rations have taken a keen interest in encouraging the 
green movement in fashion and regulating the industry’s 
impact on the environment. Gap, H&M, Levi Strauss, 
Walmart, Nike, Patagonia, Addidas, Target, the U.S. En-
vironmental Protection Agency (EPA), and others have 
joined forces as the Sustainable Apparel Coalition.121 The 
group will issue an industry-wide guide, gauging the 
environmental and social impact of clothing and foot-
wear in an effort to bring about a lasting change in the 
industry’s environmental cognizance.122 Involvement of 
this caliber from giant retailers could go two ways. First, 
it could minimize some of the concerns of manufactur-
ers and designers in making the transition to sustainable 
style, because it will show that green fashion is worth the 
investment. Second, the inter-industry monitoring, in ad-
dition to policing by the FTC, could deter manufacturers 
completely and interest in sustainable style will wane. As 
designers do not like to be left behind when a new genre 
of fashion has shown to be as infl uential as the green 
movement and the universal dedication to sustainability, 
the former is more likely. The development of this coali-
tion and the new Green Guidelines are corroboration of 
the evolving American market towards environmental 
awareness and the promotion of higher standards of 
living.

ment and vintage stores. Being an eco-warrior demands 
only making more earth conscious fashion choices, a prac-
tice unaffected by any amount of government regulation. 

On the Industry

Many large apparel corporations have shown interest 
in green fashion but have been hesitant to make the com-
plete transition. The extent of their investments includes 
no more than an environmentally friendly line or a few 
sustainable items sold exclusively over the Internet. How-
ever, their hesitation to fully commit to the green move-
ment is not unfounded. There are a number of legitimate 
concerns corporations are facing relevant to their involve-
ment, including fi nancial issues, business relations, and 
whether or not entering the green market is a worthy 
investment. 

Sarah Rayne Oakes, a Sustainability Innovation Con-
sultant, proposed several of her own thoughts regarding 
the hesitation of corporations, in an essay on the “Likeli-
hood of Eco-Fashion Going Main Stream.”112 She suggests 
the relationships between retailers and their chemical and 
manufacturing companies as a likely source of retailers 
reluctance to fully commit to the green fashion move-
ment.113 Collaboratively deciding to sever all business re-
lationships and blacklist the chemical manufacturers with 
which these corporations have been dealing to develop 
their textiles for years could lead to accusations of col-
lusion, violations of antitrust law, and a number of law-
suits.114 This would not be unlike The Fashion Originator’s 
Guild of America v. FTC in 1941, where it was held that 
blacklisting retailers who sold knockoffs of the designers’ 
works was an unfair method of competition tending to 
create a monopoly.115 Further, the FTC’s new regulations 
will police with increased scrutiny, maintaining a close 
watch on companies who decide to make environmental 
claims. Corporations making an attempt to steer clear of 
government regulation and public attention may choose 
not to go green for this reason. One such example is 
Christian Dior, after one of its celebrated designers, John 
Galliano, acted violently and made anti-Semitic remarks 
in a Paris bar.116 The accusations led to a stream of bad 
press for the both the designer and the Christian Dior 
brand,117 which was only recently revamped 15 years ago 
and has since become Louis Vuitton Moët Hennessy’s 
second leading brand.118 In an attempt to avoid any ad-
ditional scrutiny or risk damage to a brand it has spent 
millions of dollars on rebuilding, executives of Chris-
tian Dior may opt not to enter the green market. Other 
corporations may be facing fi nancial issues from the 
faulty economy and simply cannot afford to hire the ad-
ditional researchers and marketing personnel, and invest 
in expensive environmentally safe equipment. If green 
fashion is going to become an integral part of the fashion 
industry, manufacturers need to be convinced that these 
changes are not part of a mere trend, but rather the evolu-
tion of the industry and worth the increased regulation 
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to green fashion as a global issue. Many people are not 
aware that cotton, advertised as “the fabric of our lives,” 
is one of the world’s most chemically dependent crops, 
or that it requires an average of 17 teaspoons of synthetic 
fertilizers per t-shirt.125 There are serious environmen-
tally hazardous issues like this throughout many of the 
manufacturing and production processes in fashion, and 
society has been shielded from them for far too long. The 
Guidelines have instilled awareness in consumers about 
not only the importance of sustainable style, but also the 
need to look beyond the clothes on our back and shoes on 
our feet and consider the impact of their creation. 

In addition to the ornamental aspects of fashion, 
clothing has been used as a means of protection for the 
body since the dawn of humankind. Fashion that harms 
people as they wear it or harms the environment we 
live in goes against this original utilitarian purpose of 
clothing. Horst Rechelbacher, the founder of “Intelligent 
Nutrients,” an award winning organic health and beauty 
brand, believes that fashion is about non-toxicity and, 
“If fashion pollutes, it should no longer be called fash-
ion, it should be called pollution. It’s wise to only put 
on your body something that wouldn’t harm you if you 
swallowed it.”126 The FTC Green Guidelines hand back 
to consumers the ability to choose clothing that not only 
looks good but also protects them and the environment in 
which they live. 

Historically, when governmental regulation in fash-
ion became too stiff for designers, they moved their busi-
nesses offshore where regulation was much more fl exible 
or nonexistent. Leather craftsmen in the late 20th century 
did just this when the toxicity involved with leather mak-
ing became a great concern for the EPA, when it began is-
suing environmental oversight penalties.127 Like the EPA’s 
concerns regarding tanneries, the FTC’s concerns about 
green fashion have led to warning the industry of penal-
ties. However, even if manufacturers were to bring their 
pseudo-green merchandise overseas to the U.K., regula-
tion there would not be any less rigid; quite the contrary, 
regulation and monitoring in eco-fashion fi rst developed 
in the U.K. is even more stringent than in the U.S. 

Comparative Foreign Regulation
In predicting the likely impact the FTC Green Guide-

lines will have on the United States’ fashion industry, 
the U.K.’s efforts to regulate green marketing claims are 
indicative of success. This section considers the FTC’s 
initiatives with those of the U.K., and other countries, 
including Canada and Japan, and emphasizes the current 
worldwide effort to encourage environmentally aware 
consumerism. 

The U.K.’s government has made a signifi cant com-
mitment to encouraging sustainable style by creating 
guidelines and standards to regulate the industry.128 

 On the Designer 

Larger corporations like those forming the Sustain-
able Apparel Coalition have the manpower, support, and 
lawyers to make dramatic changes in their companies. 
They can afford risking a profi t loss to keep up with the 
evolving industry, while many new designers cannot. 
One look at the FTC Guidelines demanding substantia-
tion, research, evidence, and satisfaction of all reasonable 
interpretations is enough to deter the involvement of 
many. The possibility of having to reconfi gure a busi-
ness model to effectively substantiate all environmental 
claims and benefi ts by making modifi cations in marketing 
schemes, production processes, and product development 
may be too much of a burden for new designers. While 
designers are known for their creativity and fi ne art in the 
fashion industry, they also have a reputation for neglect-
ing the business aspects of being an entrepreneur. In the 
fi rst few years of development, a designer is often battling 
to stay afl oat, failing to make a profi t, and not looking 
to add any additional diffi culties. Despite the added im-
pediments, the sustainable style challenge can be looked 
at as an opportunity for young designers to explore new 
fabrics, textiles, and materials. As Lucy Lethbridge notes, 
“The ingenuity and imagination of the new generation of 
designers is dazzling. They have taken recycling out of 
the thrift shops and converted them into marvels of one-
off chic.”123 Fashion is so often an industry of recycling 
ideas and styles, the green movement opens up a window 
to an entirely different domain of fashion, opportune for 
new designers looking to distinguish themselves.124

Possible Favorable Effects of Green Guidelines
While recognizing that there are some valid con-

cerns accompanying the FTC’s Green Guidelines, it is 
also understood that the FTC is not seeking to increase 
purchasing costs for consumers or subject designers to 
overwhelming scrutiny, but rather is interested in pro-
tecting the public and creators, while encouraging the 
advancement of sustainable style in the industry. Before 
enactment of these guidelines, manufacturers were taking 
advantage of the public by strategically dropping buzz 
words like “natural,” “organic,” “recyclable,” and “100% 
Certifi ed Green.” Manufacturers used these suggestive 
words knowing how consumers interpreted them and 
knowing these interpretations were not entirely sound, a 
practice characterized by the FTC as “greenwashing.” The 
public saw these words, and trusting that they were mak-
ing an environmentally conscious purchasing decision, 
would not later research any of the claims made by the 
manufacturer. Now, as a result of the revised Guidelines, 
consumers no longer need to worry about the validity of 
these claims. The FTC has done the work of construct-
ing a set of regulations demanding the manufacturers to 
research the validity of their own claims, and provide the 
consumers with this information. Additionally, the Guide-
lines have brought a great deal of exposure and attention 
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and has since developed as the market for green fashion 
has continued to grow.146 Judging from the common con-
cerns across the world and the vast amount of time and 
money governments are investing into regulating the 
green market, it does not appear that sustainable style 
is just another passing trend.147 In fact, in January 2010 
over 500 distinguished fi gures, both governmental and 
business related, gathered in Geneva to discuss the issue 
of sustainable style.148 Governments, fashion businesses, 
luxury retailers, and consumers all play roles in continu-
ing to preserve natural resources and continue the growth 
of the green market.149 

Conclusion
All of the issues discussed above stem from the mod-

ern consumers’ demand for “fast fashion,” more garments 
rather than better garments, and the manufacturers’ 
frenzied attempts to keep up with others by sacrifi cing 
quality fabrics and craftsmanship. The fashion industry in 
the U.S. is currently undergoing many changes. There is 
signifi cant legislative involvement in extending the rights 
of designers to protect their works and prevent piracy, in 
addition to efforts being made to bring back the garment 
district and American manufacturing.150 The FTC Green 
Guidelines add to the attempted changes in the industry 
by demanding that manufacturers provide consumers 
with the environmentally conscious qualities promised 
in their advertising. In order for green fabrics like organic 
cotton, organic wool, hemp, and bamboo to fi nd a lasting 
home in fashion, manufacturers have to slow down and 
consumers have to buy less.151 Despite the poor economy, 
consumers are still spending money, but spending in the 
least environmentally sound way. Instead of purchasing 
three Forever 21 100% Cotton Wide Stripe Cardigans for 
$19.80, a consumer could purchase one Patagonia blend-
ed organic cotton and Tencel Women’s Versatiliti Cardi-
gan for $55. Due to the environmentally safe fabrics used 
by Patagonia and the quality of its garments as compared 
to Forever 21, the consumer would benefi t by receiving a 
quality lasting product and the environment would ben-
efi t from the consolidation of purchases and eco-friendly 
materials. Fashion historian Jane Mulvagh emphasizes, 
“If it means paying more it also means that you take care 
of the clothes because you respect the craftsmanship that 
goes into them.”152 Manufacturers would have to increase 
production costs and time by tracking down sustain-
able materials rather than using the easily attainable, yet 
equally as hazardous, cotton. Instead of producing 10,000 
cotton cardigans, manufacturers may only be able to pro-
duce 5,000 organic cotton cardigans. Changes in volume 
and manner of production and purchasing are challeng-
ing obstacles likely to improve slowly in the evolvement 
of the industry. With the signifi cant attention currently 
being paid, meaningful consumption may be the future of 
fashion, but not without great persuasion. Additionally, 
the introduction of the Green Guidelines, with even great-
er demands from designers and manufacturers looking to 

Specifi cally, in 2003, the Department of the Environment, 
Food, and Rural Affairs (DEFRA) was formed as a means 
of enforcing clear and accurate environmental claims to 
prevent consumer confusion.129 The DEFRA enforces its 
regulations on U.K. apparel brands, manufacturers, and 
retailers.130 In 2010, the government and fashion indus-
try collaborated to reduce the environmental and ethical 
impact of clothing on the environment through the “Sus-
tainable Clothing Roadmap.”131 The project is divided 
into fi ve different areas of improvement within sustain-
able fashion that address consumer trends and behavior, 
media and education, market drivers, and traceability 
along the supply chain.132 Specifi cally, the Roadmap con-
ducts studies to identify the largest environmental prob-
lem areas in the industry and develops both long- and 
short-term action that could be taken to rectify them.133 
Most recently, Levi Strauss & Co. worked with DEFRA to 
proactively develop “Fashion Futures,” a layout of fi ve 
challenges sustainable fashion will be facing in 2025, and 
some possible solutions.134 John Anderson, president and 
chief executive offi cer of Levi Strauss & Co. comments, 
“For the fashion industry to be sustainable economically, 
it must be sustainable socially and environmentally too. 
These provocative scenarios challenge all of us to look 
beyond the short term and use our collective power to 
work to create the kind of positive world we’d like to see 
in 2025.”135 

One effort already made and proven successful by 
the U.K. is its issuing of Marks & Spencer (M&S) cloth-
ing vouchers, as part of its Sustainable Clothing Action 
Plan (SCAP).136 The vouchers are given to customers 
who bring their old M&S purchases back to the store to 
be distributed to families in need.137 Since the launch of 
the project in 2008, over 2,500 tons of clothing have been 
reused instead of deposited into landfi lls.138 Another 
successful venture is the U.K.’s “Responsible and Ac-
countable Garment Sector” fund (RAGS), which provides 
manufacturers who agree to maintain production in a 
more ethical manner and contribute to the underprivi-
leged with a £3.5 million endowment.139 The idea behind 
the initiative is to make “ethically produced clothing the 
norm in the U.K.”140 Additionally, the British Fashion 
Council is currently lobbying to provide fashion business-
es with tax incentives as motivation to become more en-
vironmentally and ethically conscious.141 Other countries, 
including Japan and Canada (although not as progressive 
as the U.K.), have implemented similar governmental reg-
ulations in their apparel industries to prevent consumer 
confusion and hold manufacturers to their eco-claims.142 
Canada began policing the mislabeling of sustainable 
clothing in August 2009, specifi cally addressing the issue 
of manufacturers labeling clothing as bamboo instead of 
rayon.143 In Japan, the primary concern was over misla-
beling organic cotton.144 Manufacturers must now specify 
what percentage of organic cotton the garment comprises 
to prevent misleading the consumer.145 Enforcement of 
the FTC guidelines followed shortly after Canada in 2009 
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in the world. Damien Sanfi lippo, A Fair Deal For Farmers, in Future 
Fashion White Pages, 137 (Earthpledge, 2007). Many cotton 

“live green,” will further prolong the changes by adding 
new issues to be resolved. 

The phrase, “you are what you wear” surfaces new 
meaning as the demand for ethical consumerism and 
environmental preservation increases and the world con-
tinues to move into a more eco-friendly lifestyle. Long 
time fashion designer Rebecca Moses said it best when 
she declared, “Style is not skin deep. It is soul deep. It 
is our most signifi cant form of expression. It is how we 
communicate who we are to the world around us. It is 
our voice.”153 Consumers are becoming more conscious of 
what their clothing communicates about them both ethi-
cally and environmentally. Regulation like the FTC Green 
Guidelines force manufacturers to slow down and ensure 
quality in their products and use only narrowly tailored 
advertising to promote them. Consumers are also forced 
to slow down, read labels, and research their purchases. 
As green fashion continues to become more mainstream, 
and made available in stores like Walmart, H&M, and 
Gap, opportunities for the average consumer to take part 
in the green fashion movement will increase. Addition-
ally, markets for more expensive green fabrics like organic 
wool and organic leather, dependent on the popularity of 
the organic meat market, will become more conventional 
as the green industry expands.154 In the meantime con-
sumers can trust the FTC Green Guidelines to ensure that 
they are receiving the green qualities promised in afford-
able green purchases.
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networking. The DMCA could require that a company 
promptly take down material from a social networking 
site it controls, regardless of whether an employee or 
third party posted the infringing content.1 

Likewise, a company’s social networking posts must 
be sensitive to trademark law. If a trademark analysis 
says that a company could not use “Coke’s®” logo in a 
company brochure, then it cannot also be used on that 
company’s blog. This is the common sense part.

Another easy one is in the area of litigation. There 
can be no doubt that if a company has a litigation hold in 
place for whatever reason, this hold would also apply to 
all social media. Thus, a company may not erase a blog 
post that is relevant to litigation, even though common 
sense says that it would be wise to remove public access 
to a problematic post. 

Another area of concern is advertising law. It is 
certainly common sense to assume that the Federal Trade 
Commission Act, which bans unfair and deceptive trade 
practice2 and the CAN-SPAM Act,3 which regulates 
“spam,” are relevant to the world of social media.

Using copyright and trademark concerns, litigation 
holds, and advertising and employment law as mere 
examples, one can begin to see the importance of training 
employees. It goes without saying that they are the actors 
for a company and that a lack of training and sensitivity 
to these issues can cause serious trouble for a company. 

However, it is also important to dispel the myths 
about the “Wild West.” In an online environment where 
the entire world might see a social networking post, 
companies certainly do not want employees posting such 
statements as, “Our only competitor is a thief,” because 
defamation law applies to social networking activities. 

Employees’ Personal Social Networking
Another area of concern is how employees use social 

networking outside the offi ce. Most or many have person-
al accounts on Facebook, LinkedIn, Twitter, Google+, and 
others. They may not understand that what they say on 
their personal Facebook accounts could haunt both their 
employers and themselves. 

A company should have a solid social media policy 
in place. A great example of a personal blog policy is one 
developed by Yahoo!4 

Among the most important concepts in the Yahoo! 
policy is that any employees who identify themselves 
as Yahoo! employees “should notify their manager of 
the existence of their blog just to avoid any surprises.”5 

It is time for offi cers, directors and managers of com-
panies to remove their blinders. Social networking is here 
to stay. Companies should choose to use the technology, 
regardless of the legal risks involved.

Although most activities carry legal risks, our job as 
lawyers is to help our clients manage those risks. More-
over, the risks that come from social networking are man-
ageable. This article will help you accomplish this. 

The “risk” issue is reminiscent of when email was 
fi rst introduced to corporate desktops in the 1990s. 
Companies engaged in what today seem like nonsensi-
cal debates about whether employees needed email. Of 
course, they did. Similarly, they worried about legal risk 
in the face of unknown law. Sound familiar?

Within two years, virtually every company will be 
using social media like LinkedIn, Facebook, Google+, and 
Twitter to promote itself. Does your company or do your 
clients really want to be last in?

Reining in Risk for the Enterprise
Most commentators would acknowledge that social 

networking for the enterprise is not without risks. In 
fact, it is like any other public forum and carries most of 
the same risks. Issues that a company needs to consider 
include copyright infringement, trademark violations, 
litigation related issues, advertising and employment law, 
and privacy.

The starting point of any legal analysis of any issue 
involving the Internet is that the Internet is not the Wild 
West. Rather, it is a forum that is at least as regulated as 
any newspaper. 

The problem is that as with any new technological 
advancement, the law trails the development of the tech-
nology. After all, nobody regulates technology that is yet 
to arrive. 

“New” is where we are with social media in that the 
law is still developing. Thus, as we had to do with the 
Internet generally in the 1990s when “Internet Law” was 
still in its infancy, we must look to current law and use 
common sense to apply it by analogy to social network-
ing. (The problem is the concept of “common sense,” 
since “law” has been described as “common sense as 
modifi ed by the legislature and courts.”)

Some of the analogies are easier than others. For 
example, it is certainly clear that a company cannot use 
material created by others in violation of general copy-
right law. The Digital Millennium Copyright Act (DMCA) 
is yet another federal statute that is relevant to social 
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Nonetheless, many think that it is a best practice to moni-
tor employees’ online activities while being aware of the 
parameters for action set by statutes or otherwise.

Embrace but Understand
If a company has not yet jumped headfi rst into using 

social networking to its advantage, it is time to do it. This 
should be about as obvious as the need for a corporate 
website should have been in 1996. 

While it is true that the law can be murky with social 
networks, with some education, training and supervi-
sion, one could and should minimize those risks. Do not 
permit yourself to be a nay-saying lawyer fearful of new 
technologies. If that is you, hire an outsider to assist. Do 
whatever it takes. Just do it. 
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Knowledge is power, and a company can mitigate the risk 
employees create online by merely knowing the post is 
there. While many companies may want their employees 
promoting their business in their personal LinkedIn and 
Facebook accounts, it is important to sensitize employees 
to the fact that when they speak on behalf of their em-
ployers on a personal social networking page, they are 
putting their employers at legal risk, just as if they were 
posting on the employers’ “offi cial” LinkedIn pages. This 
may not be obvious to the employee, who may think 
that different rules apply on a personal social network-
ing page. That is why it is crucial for a company to have 
a social media policy, and to train all employees as to the 
policy’s rules and consequences.

Monitoring Employees’ Online Activities
Many companies have started to monitor their poten-

tial and current employees’ online activities. The fact is 
that people will post “remarkable” stuff online for all to 
see. Many companies will look at that “remarkable” stuff 
and choose to pass on a potential hire or consider termi-
nating an employee over online posts.

It can be hard to feel sorry for someone who “friends” 
his or her boss on Facebook and posts, “My boss is an 
incompetent fool.” (“Oops. I forgot he was among my 
friends.”) Still, it is important for your company to have a 
written policy in place that clearly states that the com-
pany does and will continue to monitor social network-
ing activities for posts the company reasonably deems 
inappropriate. Further, this policy should make it clear 
that termination is among the possible consequences for 
inappropriate activities. 

A bit of caution is in order when monitoring personal 
activities online, however, because some states (includ-
ing New York) have laws that prohibit an employer from 
punishing an employee due to legal leisure time conduct.6 

Seeking Mentors
EASL is seeking mentors for newly admitted and transitioning attorneys. 
To volunteer, please visit the EASL blog at http://nysbar.com/blogs/
EASL/2012/01/easl_mentoring_program.html. 

See “EASL Mentoring Program” article on page 13 in this issue. 
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Titanic disaster vicariously with passengers whose names 
are sourced in parody, including Razor Sharp and Sigfried 
Fraud.

The actual sinking of Titanic was a catastrophic event.

Number of passengers: 2,223

Number of crew: 899

Number of people killed: 1,517

Number of men killed: 1,347

Number of women killed: 103

Number of children killed: 53

Number of crew killed: 685

It was the “largest peacetime maritime disaster in 
history.”7

Titanic’s fatal encounter with an iceberg came with a 
warning, however. Mesaba, a nearby steamer ship, wired 
all eastbound ships, “Ice report. In latitude 42 north to 
41.25 north, longitude 49 west to longitude 50.3 west. Saw 
much heavy pack ice and great number large icebergs, 
also fi eld ice. Weather good, clear.”8

John George Phillips of Godalming, Surrey (England), 
Titanic’s senior Marconi wireless operator, ignored it. 

Phillips acknowledged receipt to the Mesaba, but he 
never brought the message to the Titanic offi cers on the 
bridge. As he had delivered previous ice messages to the 
bridge, he seemed to have deemed the Mesaba missive un-
important. Plus, he was focused on his Marconi duties in 
transmitting messages for the passengers. It was a perilous 
decision. “Unlike the previous ice messages, which had 
simply reported random icebergs, the Mesaba had identi-
fi ed a huge rectangular ice fi eld into which the Titanic was 
directly steaming.”9

Californian, a steamship near Titanic, also warned 
Phillips about icebergs on Titanic’s course. Phillips ignored 
operator Cyril Evans’ warning—“Say, old man, we are 
stopped and surrounded by ice.”—and continued focus-
ing on a backlog of passenger messages and communicat-
ing with the station at Cape Race, Newfoundland. “Shut 
up! Shut up! I am busy working Cape Race.”10

Within an hour, Titanic struck the iceberg.

After the irresistible force of Titanic met the immov-
able objects of the ice fi eld, Phillips and his assistant, Har-

[S]he’s the wreck that puts all the others 
to shame. She’s modern history’s most 
legendary yet elusive treasure. A simple 
photograph of her is enough to pump the 
adrenaline. Knowing her story, the crew 
who sailed her, the people who walked 
her decks in the few short days she lived, 
that’s what fi res the imagination, Silver-
stein. The Titanic is a vast archive of an 
era we’ll never see again.1

Indeed, Titanic fi res the imagination for storytellers. 
Its allure, evergreen. 

In popular culture, we have seen Titanic glorifi ed by 
a Broadway musical,2 raised by Dirk Pitt and his band of 
oceanic adventurers at the National Underwater Marine 
Agency in the aforementioned novel,3 and cinematically 
romanticized by a centenarian tossing an invaluable 
necklace—“Heart of the Ocean”—into the North Atlantic 
as a gesture honoring a long-lost romance that died in the 
icy waters.4

The “wreck that puts all the others to shame” became 
the basis of a board game produced by Ideal Toy Corpo-
ration in 1976—The Sinking of the Titanic. Ideal produced 
the game for players of ages eight to adult. The game’s 
instructions ramp up the adventure: “Rising water forces 
you to head for a lifeboat…so put to sea with whatever 
you’ve managed to save. Now, a whole new game begins 
when you enter the sea…shipmates become enemies…
friendly islands aren’t always paradise and it’s every man 
for himself.”5

The inside of the game’s cover furthers the game’s 
commanding principle of individual survival. “The roll of 
the dice or the pick of a card could plunge you into a vio-
lent storm, or land you on a cannibal island. And you have 
to be ready to repel your fellow players’ attempts to board 
your lifeboat and take your food and water.”6

Tragedy begets entertainment, even if it is in the form 
of a board game encouraging players to live through the 

Salvaging Titanic
By David Krell

On April 15, 2012, an oceanic grave in 
the North Atlantic marked its 100th anni-
versary as the fi nal resting place for RMS Ti-
tanic. Clive Cussler summarized the ship’s 
magical quality in his best-selling novel 
Raise the Titanic!

Krell’s Korner is a column about the people, events, and deals that shape the 
entertainment, arts, and sports industries.
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Bride continued his wireless career for a few years, 
married, had three children, moved to Scotland, and died 
in 1956.14 Phillips died in the life raft. The Marconi com-
pany praised Phillips after the disaster.

He has been six years in our employment 
and he is twenty-six years old. He has 
operated the wireless all over the world 
and on many vessels. His installation on 
the Titanic possessed a range of about 500 
miles under all conditions. Usually, how-
ever, it would convey messages to a much 
greater distance.

Phillips took day and night turns with his 
assistant at the apparatus, so that it was 
never for a moment left unwatched.

The equipment of the wireless cabin on 
the Titanic included all the latest improve-
ments and was the best of its kind in 
existence.15

The New York Times reported on the wireless operators’ 
steadiness in the face of disaster.

The Titanic struck at 10:25 o’clock Sun-
day night in latitude 41.16 north and 
longitude 50.14 west. The huge iceberg 
with which she collided stove in her bow 
plates, and just half an hour later the big 
ship fl ashed out over the sea the news 
that she was sinking by the head. From 
then until 12:27 o’clock yesterday morn-
ing the Titanic’s wireless fl ashed news of 
her condition and appeals for immediate 
help out over the water. Then the last 
crash of the instrument died out in an 
indistinguishable blur.

Did the Titanic sink then? It is just pos-
sible she did, for until that instant the 
sending of the operator aboard the big 
steamer had been clean cut and deliber-
ate. His touch was as sure and steady as 
though his ship was in no danger, and his 
brother operators at Cape Race are certain 
that while the ship rode the waves and his 
instruments were intact the Titanic’s op-
erator would have kept up his messages 
to the world.16

The sinking actually occurred around 2:20 a.m. 

In 1985, a joint American-French expedition investi-
gated Titanic’s possible site. Le Suroit spent 10 days in the 
summer with sonar sweeps of the ocean fl oor. On August 
7th, Le Suroit departed for another mission and the Ameri-
can crew joined a few French scientists in transferring to 
Knorr, a Woods Hole research ship. Knorr continued the 

old Bride, sent out distress messages. CQD had long been 
accepted as the standard distress call, its initials standing 
for “Come quickly, danger.” The offi cial call changed in 
1908 to SOS. “The ‘CQD’ signal was abandoned because 
it was possible to confuse it with others. Thus, the Post-
master General decided to substitute ‘SOS,’ which in the 
Morse code is three dots, two [sic] dashes and three dots. 
There is nothing else like that in all the Morse language.”11

Bride recounted his experience for The New York Times 
after his rescue.

“Send the call for assistance,” ordered the 
Captain, barely putting his head in the 
door.

“What call should I send?” Phillips asked.

“The regulation international call for help. 
Just that.”

Then the Captain was gone. Phillips be-
gan to send “C. Q. D.” He fl ashed away at 
it and we joked while he did so. All of us 
made light of the disaster.

We joked that way while he fl ashed 
signals for about fi ve minutes. Then the 
Captain came back.

“What are you sending” he asked.

“C. Q. D.,” Phillips replied.

The humor of the situation appealed to 
me. I cut in with a little remark that made 
us all laugh, including the Captain.

“Send ‘S. O. S.’ I said. “It’s the new call, 
and it may be your last chance to send it.”

Phillips with a laugh changed the signal 
to “S. O. S.”12

Bride recalled the moment when he and Phillips 
received the order to surrender the wireless and pursue 
survival.

Then came the Captain’s voice: “Men, 
you have done your full duty. You can do 
no more. Abandon your cabin. Now it’s 
every man for himself. You look out for 
yourselves. I release you. That’s the way 
of it at this kind of a time. Every man for 
himself.” 

I looked out. The boat deck was awash. 
Phillips clung on sending and sending. 
He clung on for about ten minutes or 
maybe fi fteen minutes after the Captain 
had released him. The water was then 
coming into our cabin.13
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conducting trips to the Titanic. The district court granted 
the injunction.23

Haver sought a declaratory judgment in a separate 
action against RMST, stating that “he had a right to enter 
the wrecksite [sic] to observe, video, and photograph the 
Titanic.”24 The court denied his motion. RMST responded 
with a counterclaim and a motion for a preliminary in-
junction preventing Haver from going to the Titanic site. 

The district court’s rationale for jurisdiction concern-
ing Titanic involved the impact on long-accepted interna-
tional admiralty principles. 

It is in the interest of the whole world 
to have salvage claims decided in a 
single forum so that multiple, confl icting 
litigation is avoided. The whole world 
is placed on notice of the action in this 
Court by the publication of notice of the 
in rem arrest. Moreover, the recognized 
international rights at stake are minimally 
infringed upon. Restricting freedom of 
navigation over a few square miles of 
the vast North Atlantic Ocean is hardly a 
signifi cant intrusion.25

Haver challenged the court’s in personam jurisdiction 
concerning him and claimed that RMST needed to fi le 
and serve a new complaint for a preliminary injunction 
on him. Haver’s fi ling of a declaratory judgment boomer-
anged. The district court ruled that Haver’s fi ling amount-
ed to consent of the court’s jurisdiction.26

The court’s rationale sourced in safety, RMST’s prior 
investment, orderly salvage, and the possibility of viewing 
the Titanic on video rather than personally. “In justifying 
the entry of the injunction, the court relied upon general 
safety concerns caused by the depth and darkness of the 
North Atlantic waters around the wreck site, the need to 
protect RMST’s substantial investment to date in salvaging 
the Titanic, and the public’s interest in preventing unorga-
nized, piecemeal salvaging of the Titanic, a shipwreck of 
great historical signifi cance.”27

While DOE offered underwater voyages to the wreck 
site and debris fi eld, the district court offered the option 
of video as a viable substitute in its justifi cation for the in-
junction. “The court also observed that those enjoined by 
its order from personally viewing the Titanic could enjoy 
future television broadcasts of RMST’s salvage efforts.”28 

In turn, the district court’s injunction set a barrier for 
people who wanted to document the Titanic wreck—de-
fi ned by the court as a 168 square mile area of the North 
Atlantic—by “entering or causing anyone or anything 
to enter the wreck or the wreck site with the intention of 
performing any of the foregoing enjoined acts.”29 

The Fourth Circuit affi rmed the district court’s injunc-
tion preventing Haver from activities that might interfere 

search for Titanic after arriving in the ship’s area on Au-
gust 22nd. It struck paydirt on September 1st.17

Early in the morning of 1st September 
1985, the bottom of the seabed looked to 
be a little different from usual—instead of 
the usual curves and ripples of the never-
ending mud and sand, unusual marks, 
coupled with small chunks of what were 
obviously man-made debris began to 
appear before the amazed scientists glued 
to the screens. Before long, larger items 
hove into view, including a massive ship’s 
boiler. The Titanic, elusive for so long, and 
considered to be always a part of the past, 
was now a part of the present.18

Dr. Bob Ballard led the team that discovered Titanic, 
but his mission was actually two-fold. The United States 
Navy called on Ballard to fi nd two U.S. submarines lost 
at sea during the Cold War. “Offi cials feared at least one 
of them had been sunk by the USSR. When Dr. Ballard 
approached the Navy for funding to fi nd the Titanic using 
his robotic submarine craft, they asked him to discover the 
submarines fi rst.”19

After fi nding the subs, Ballard and his team had 12 
days on their timeline to fi nd Titanic. They found it in two 
pieces.20

Although the ship’s lack of physical integrity pre-
vented it from being raised as a whole, artifacts from the 
ship and the debris area presented potential salvage op-
portunities. R.M.S. Titanic (RMST) took a position as the 
Titanic’s salvor because of its salvage activities. Its position 
confl icted with another party’s desire to photograph the 
Titanic wreck. In 1999, the Fourth Circuit considered these 
elements in R.M.S. Titanic v. Haver.21

Two years [after the discovery of Titanic], 
in the summer of 1987, Titanic Ventures, a 
Connecticut limited partnership, in con-
junction with the Institute of France for 
the Research and Exploration of the Sea, 
the French government’s oceanographic 
institution, voluntarily undertook efforts 
to salvage the wreck. Titanic Ventures 
conducted 32 dives over 60 days, recover-
ing approximately 1,800 artifacts. It there-
after sold both its interest in the salvage 
operation and the artifacts it recovered 
to RMST. RMST recovered another 800 
artifacts during a second expedition to the 
Titanic’s wreck site in 1993.22

Christopher Haver paid for a trip to witness the 
Titanic, which was scheduled for August 1998 and spon-
sored by Deep Ocean Expeditions. (DOE) The cost of the 
trip was $32,500. RMST sought a preliminary injunction 
in the Eastern District of Virginia preventing DOE from 
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with RMST’s ongoing salvage of the Titanic. It did not 
however, affi rm RMST’s exclusivity concerning photo-
graphing, recording, or otherwise visually documenting 
the Titanic site. 

The district court’s expansion of salvage 
rights to include the right exclusively to 
photograph or otherwise record images of 
the wreck for the purpose of compensat-
ing salvors for their effort is both creative 
and novel. We are aware of no case in the 
United States or in the body of jus gen-
tium, however, that has expanded salvage 
rights to include this type of a right. More 
importantly, we are not satisfi ed that the 
law of salvage would be properly extend-
ed to give salvors exclusive image record-
ing rights in yet to be saved property. 
The underlying policy of salvage law is 
to encourage the voluntary assistance to 
ships and their cargo in distress.30

The Fourth Circuit also incorporated the impact on 
salvage law.

In addition if we were now to recognize, 
as part of the salvage law, the right to 
exclude others from viewing and photo-
graphing a shipwreck in international wa-
ters, we might so alter the law of salvage 
as to risk its uniformity and international 
comity, putting at risk the benefi ts that all 
nations enjoy in a well-understood and 
consistently-applied body of law. This 
risk is heightened when it is understood 
that such an expansion of salvage rights 
might not encourage salvage and might, 
additionally, discourage free movement 
and navigation in international waters.31

Admiral Sandecker  was right. Titanic pumps the 
adrenaline, fi res the imagination, and puts all other wrecks 
to shame.

She will likely do the same for the next 100 years.

Endnotes
1. Clive Cussler, Raise the Titanic! 167 (Pocket Books edition, 1976).
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7. How Many People Died on the Titanic? Titanic Universe, http://www.
titanicuniverse.com/how-many-people-died-on-the-titanic/1223. 
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