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The first half of the new
year has been a very busy one
for the EASL Section, with the
promise of much more to
come. Complementing a num-
ber of excellent, well-attended
committee programs hosted by
our Section earlier this year are
several more currently in the
planning stages.

Before talking about some
of these programs, I want to mention that our Executive
Committee is pursuing two new initiatives about which
we are quite excited. First, we have decided to revive
our Section retreat. While we are still working out
details, we anticipate that this retreat will take place this
fall at a location within an hour of New York City. It will
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likely involve a Friday night social event, a cocktail
party and dinner, and a Saturday program designed to
earn members between six and eight CLE credits. The
Saturday schedule will include meals, and we hope to
include a social event that day as well. The proximity to
New York City will give most of our members the
option of either staying overnight on Friday night or
commuting to save costs. We are thrilled to bring back
the retreat, which will have the dual purpose of enhanc-
ing social contacts among our Section members and sat-
isfying a large portion of members’ CLE obligations.

Jay Flemma and Kenneth Nick have been exploring
arrangements and anticipate selecting a date and organ-
izing the program shortly. I encourage members to
check our Web site, http://www.nyeasl.org, periodically
for information concerning this fall program. We hope to
see many of you there!

New Trends in “New Use” Analysis ..................................................43
(Lesley Friedman, Melanie I. Breen and Ginger Anders)

New York Choice of Law in Endorsement Contracts:
Safe Harbor or Oxymoron? ............................................................48
(James H. Schnare II)

Term Limits: Will the Supreme Court Do Harm? ............................61
(Alan J. Hartnick)

After After La Cienega ............................................................................63
(Eric S. Goldman)

It Is Necessary to Update the New York State 
Theatrical Financing Law ................................................................69
(James H. Ellis)

Parody as Fair Use II: The Wind Done Got Away with It ..............71
(Jay Flemma)

How to Cure Performance Anxiety ....................................................78
(Michael A. Einhorn)

Volunteer Lawyers for the Arts ............................................................83
(Heather Beggs)



Our second initiative is our exploration of a rela-
tionship with Volunteer Lawyers for the Arts, one of the
leading pro bono organizations dedicated to artists,
authors and entertainers. While Elissa Hecker and Elis-
abeth Wolfe are still working out the details of our rela-
tionship, we are enthusiastic about the prospect of col-
laborating with an organization that not only provides
valuable pro bono services to a segment of the same
community as many of our members’ clients (and with
whom many of you may already have a relationship),
but which has also established a reputation for provid-
ing excellent training to lawyers seeking to gain experi-
ence in the entertainment and art law fields. Once
again, I encourage Section members to check our Web
site for further information.

Our Section continues to be revitalized with the
addition of new Executive Committee members and
new Committee Chairs. I am pleased to introduce five
to you: Dan Marotta is our new Chair of the Music and
Recording Industry Committee, Mary Ann Zimmer has
moved from Program Chair to Chair of the Motion Pic-
tures Committee, the aforementioned Kenneth Nick
has hit the ground running as Mary Ann’s replacement
as Program Chair, Judith Prowda has taken over as
Chair of the Fine Arts Committee, and Ayala Deutsch
replaces me as Co-Chair of the Committee on Profes-
sional Sports. I look forward to working with all of
them.

Our Journal and Web site continue to get rave
reviews! I believe that we have a record number of arti-
cles in this issue; not only do we have many outstand-
ing “commissioned” articles, but we have also received
numerous excellent unsolicited submissions, several of
which are published here. 

As I mentioned in my last column, the Web site is a
terrific place to find searchable Journal articles, recent

decisions of note, industry news, membership informa-
tion, and a calendar of Section programs and links to
other sites. I am also happy to report that the Entertain-
ment Law Reporter has permitted us to post some of its
content on our Web site as well, which provides our
members with another source of high-quality informa-
tion and commentary.

Finally, I want to close my remarks with just a few
examples of outstanding programs that were recently
hosted by some of our committees. The Literary Works
& Related Rights Committee held a program entitled
“One Suit, Two Suit, Red Suit, Lawsuit: Is Dr. Seuss
Gone With the Wind? The Future of the Parody
Defense,” which explored parody as a fair use defense
to copyright and trademark infringement. Jay Kogan,
Chair of that Committee, then collaborated with Jen-
nifer Unter in “Mastering Your Own Domain: Fed Up
With Working for Others? Ready or Forced to Go it
Alone?,” the latest in Jennifer’s Young Entertainment
Lawyers Committee’s continuing series designed to
provide guidance to new attorneys interested in a
career in one of our Section’s fields.

Judith Prowda has had an active spring as the new
Chair of the Fine Arts Committee. She hosted a pro-
gram on style in copyright infringement cases in which
musicologist Judith Finell gave her perspective as an
expert witness. Judith followed that up with a presenta-
tion by Professor David J. Bederman of Emory Law
School on the development of the law relating to arti-
facts and art works recovered from sunken shipwrecks.

With so much on the horizon, we hope that our Sec-
tion members will join us at some of our upcoming
committee programs and at our Fall Meeting.

Jeffrey A. Rosenthal
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Editor’s Note

mittee to all of the participants from this Section. You
helped to make this year’s ©AW a great success and
brought some of your passion for the importance of
copyright to countless students.

For more information regarding ©AW, please refer
to the Web site of the Copyright Society of the U.S.A. at
http://www.law.duke.edu/copyright/index.htm.
Should you be interested in teaching about copyright
awareness at any time, curriculum materials have been
prepared for elementary, middle and high school class-
es, and are available at http://www.law.duke.edu/
copyright/html/events/CAW2002.html and
www.copyrightkids.org. 

This is a tremendous issue of the Journal, filled with
articles of interest and import. As always, I encourage
Letters to the Editor and submissions of articles. Please
feel free to contact me with any ideas you may have.
The next deadline for the EASL Journal is FRIDAY, SEP-
TEMBER 27, 2002. 

Elissa D. Hecker

Elissa D. Hecker is Associate Counsel to The
Harry Fox Agency, Inc., licensing subsidiary of The
National Music Publishers’ Association, Inc., where
she is involved with legal, educational and policy
matters concerning the world’s largest music rights
organization and the U.S. music publishing industry
trade group. Ms. Hecker is the Vice-Chair of the EASL
Section. In addition to membership in the NYSBA,
Ms. Hecker is also a member of The Copyright Soci-
ety of the U.S.A., Chair of the FACE Initiative chil-
dren’s Web site, a member of the Steering Committee
of the FACE Initiative and a member of other bar
associations.

I am pleased to report
that the first annual Copy-
right Awareness Week
(©AW) was an enormous
success, thanks to over-
whelming support and par-
ticipation nationwide,
including many members of
this Section. ©AW activities
took place in over 150 ven-
ues across the country, and
there were almost 100
Friends of ©AW (organiza-
tions that donated funds and services), with our Section
included among them. A proclamation was issued from
Mayor Bloomberg’s office and Representative Coble
read a statement about the importance of the week into
the Congressional Record. ASCAP held a very successful
essay writing contest and the Grammy Foundation held
a program in Los Angeles. ©AW was featured in a
show on National Public Radio, was included in teacher
guides published by Scholastic and was the focus of
conversations within organizations concerned with
copyright across the nation. Hundreds of colorful
posters, buttons and giveaways were distributed to stu-
dents as reminders of the week.

As a matter of fact, several schools that had hosted
participants who spoke during the week have request-
ed that ©AW be extended for a period of time. This is
so important as the teachers, administrators and most
importantly, the students, realized that the lessons
learned regarding the importance of copyright cannot
be limited to just one week. Rather, it is a lifelong lesson
of pride in the law and respect for intellectual property.

Planning is already underway for next year’s ©AW,
and I want to express the gratitude of the FA©E Com-

Next EASL Journal
Deadline:

Friday, September 27, 2002



Copyright Awareness Week 2002

A Report of the Copyright Society of the USA’s Friends
of Active Copyright Education (FA©E) Committee

Mission and Purpose
2002 marked a threshold year for The Copyright

Society of the U.S.A. (“Copyright Society”) as it reached
out to copyright creators, owners and users with its first
public education initiative. The Copyright Society
launched, with great success, its first annual Copyright
Awareness Week during the week of April 22-28. 

Copyright Awareness Week was conceived by the
Copyright Society as a means to create a greater under-
standing among the youth of America about what copy-
right is and the role it plays in the advancement of the
arts and our economy. Copyright Awareness Week is an
educational, non-partisan event, intended to bring
copyright creators and users together to educate the
public about basic copyright law, its underlying pur-
pose and the activities that it prohibits and permits.  

Our experience with Copyright Awareness Week
confirmed how timely and important this initiative is to
the continuing vitality of the arts in the United States.
Copyright is more important than ever to the life of our
economy and culture,1 and yet the enormous gap
between its significance to our society and the public’s
lack of awareness persists. Most people, young people
in particular, know very little about copyright. And
now that the consumer, as well as the professional
pirate, can copy music, books, films and other creative
works with the click of a mouse, the public’s awareness
of copyright law becomes all the more urgent. How can
one expect a public that has no understanding of, much
less appreciation for, copyright laws to abide by them?
It is like trying to enforce speed limits without letting
anyone know what they are. It is our belief that by fos-
tering a familiarity with copyright law, including its
purpose, protections and exceptions, a greater respect
for copyright and the creators it protects will naturally
follow. 

“Celebrate Creativity. Respect Copyright.” This, or
more simply “Celebrate Creativity,” is the slogan for
Copyright Awareness Week. This simple message sums
up what Copyright Awareness Week is all about. Our
copyright laws have enabled the development of a pro-
lific culture of arts and entertainment by providing cre-

ators with incentives and control over their works,
allowing them to be fairly compensated. As a society,
we value our arts tremendously; our music, literature,
theater, television, film and fine arts help define who
we are. Indeed, our Founders thought it important
enough to separately and expressly provide Congress
with the power to grant limited term copyrights “to
promote the progress of science and useful arts.”2

In bringing together a wide range of groups con-
cerned with copyright, the Copyright Society seeks to
establish one week a year when creators, publishers
and users of creative works can come together and
spread the message about copyright simultaneously
through educational and other activities, in order to cre-
ate the greatest cumulative impact.

The Copyright Society is a non-profit educational
organization with over 900 members located in chapters
throughout the United States. Members of the Copy-
right Society represent all sectors of the copyright
industries, including creators, publishers and users, as
well as law students and professors. As its primary
function, the Copyright Society seeks to promote a bet-
ter understanding of copyright and dialogue among
copyright professionals, creators and users, as well as
the general public. The Copyright Society engages in no
lobbying of any kind. Given its non-partisan mandate
and mission, it is ideally suited to coordinate this
nationwide educational effort. 

Copyright Awareness Week 2002
Our launch of Copyright Awareness Week this year

turned out to be timely. A number of organizations
around the country already recognized the need for
copyright education and were poised to start their own
programs. These groups enthusiastically welcomed the
Copyright Society’s initiative to depoliticize copyright
education and create a coordinated nationwide effort.

Organizations interested in getting involved were
invited to be officially listed as “Friends of Copyright
Awareness Week.” An impressive group of over 75
organizations signed on for Copyright Awareness Week
2002. (A list of “Friends” appears in the Copyright

4 NYSBA Entertainment, Arts and Sports Law Journal |  Summer 2002  |  Vol. 13  |  No. 2



NYSBA Entertainment, Arts and Sports Law Journal |  Summer 2002  |  Vol. 13  | No. 2 5

• Curriculum Materials: To assist educators and
guest speakers, the Copyright Society developed
a unique “Copyright Curriculum” for use in the
classroom. The materials are available in the
Copyright Awareness Week section of the Copy-
right Society’s Web site (www.csusa.org). Sepa-
rate curriculums were developed (by Lori Hecker,
a professional educator) for elementary, junior
high and high schools, as well as for higher edu-
cation. The materials include step-by-step, easy-
to-follow lesson plans, definition and information
sheets to use as handouts, a homework sheet for
parents, a “Copyright Web” for younger students,
copyright “basics” and exercises for older stu-
dents, background reading for homework assign-
ments for older students and a handout contain-
ing real-life examples of copyright cases. In
addition, the Copyright Society’s kids’ site
(www.copyrightkids.org) contains a number of
different instructional materials and exercises for
students to use on their own or for teachers to
use in the classroom. 

• Copyright Awareness Week Logo: Because the
impact of Copyright Awareness Week depends on
visible signs of support, a Copyright Awareness
Week logo was created for the Copyright Society
(by Jack Gernsheimer of Partners’ Design). We
made the logo available for downloading from
the Copyright Society’s site under license to all
Friends of Copyright Awareness Week. Friends
were permitted to use the logo on their own sites
as a hyperlink to the Copyright Society’s site or
on any materials they distributed relating to
Copyright Awareness Week. Many of our Friends
did use the logo as a link, generating consider-
able traffic to the Copyright Awareness section of
the Copyright Society’s site. Suggested future
uses for the logo include placing it as a sticker on
products which contain copyrighted works.

• Banner Advertisement: A Copyright Awareness
Week banner advertisement was created for the
Copyright Society (by Aaron Mischel of Reach
Media), based on the logo described above. The
banner was made available to Friends of Copy-
right Awareness Week. Various Web sites utilized
this banner on their sites, and the Copyright Soci-
ety adopted the banner as its letterhead for corre-
spondences relating to Copyright Awareness
Week. Several Friends ran online public service
announcements (PSAs), using the banner as a link
to the Copyright Awareness Week section of the
Copyright Society’s site. WorldNow, which ran
such a PSA campaign, reported a click-through
rate of 150 percent of the national average click-
through rate for banner advertisements.

Awareness Week section of the Copyright Society’s site
(at www.csusa.org). A number of additional groups
have already indicated their desire to join Copyright
Awareness Week for next year. This year, each “Friend”
conducted its own activities, ranging from posting the
Copyright Awareness Week logo and slogan or infor-
mation on Web sites, to conducting educational initia-
tives.

Highlights of some of the principal activities for
Copyright Awareness Week 2002 are summarized
below: 

• Teach-ins: As the main activity of Copyright
Awareness Week 2002, the Copyright Society’s
members, as well as many of our Friends’ mem-
bers, were encouraged to speak about copyright
law in their local schools and other organizations.
We asked our members to arrange their own
speaking engagements, although certain of the
talks at some of the high-profile venues (such as
LaGuardia High School for the Performing Arts
in New York City and Hamilton High School
Academy of Music in Los Angeles) were centrally
organized.

Copyright Society members alone spoke in
approximately 150 venues across the country in
14 different states, from Massachusetts to Florida
and New York to California. The schools included
all age levels, from elementary to law schools.
The educators we approached readily welcomed
our coming into their schools to talk. The lack of
copyright education is already recognized by
many educators as a void that needs to be filled.
Indeed, a number of those we spoke to are eager
to learn about copyright themselves. Moreover,
the feedback we received from the lectures con-
ducted was universally positive. Most schools
have asked us to come back and speak to more
students or even the entire school (and in some
cases the entire school district) next year, and a
number said that they would like to make it a
part of the regular curriculum. 

There were a number of schools at which we
were not able to arrange talks due to scheduling
conflicts. Next year, we will approach those
schools early in the school year to arrange dates,
and will hold Copyright Awareness Week in
March instead of April, which tends to be a very
busy month for many schools.

A number of other organizations, including The
Harry Fox Agency, Inc., the Graphic Artists Guild
and the Copyright Clearance Center, also spread
the word to their members or taught their
employees about copyright and encouraged par-
ticipation in the teach-in.



• NYC Proclamation: The Office of the Mayor of
the City of New York issued a proclamation
declaring April 22-28 Copyright Awareness Week
in the city of New York “in recognition of this
important observance.”

• Congressional Statement: Congressman Howard
Coble read a statement into the Congressional
Record announcing Copyright Awareness Week
and the need for it. It is expected that Congress
will issue a proclamation for Copyright Aware-
ness Week next year.

• MENC Mailing: A mailing was sent to the more
than 3000 music educator members of MENC (the
National Association for Music Education) at
schools around the country. The packet included
information about Copyright Awareness Week, a
poster to be hung in each school and a letter
encouraging the educators to include instruction
about copyright in their curricula. Based on
reports received, a number of MENC teachers
mentioned Copyright Awareness Week and/or
used the curriculum materials in the classroom.

• ASCAP Essay Contest: The ASCAP J.A.M. pro-
gram ran an essay contest in conjunction with the
MENC Tri-M honors society chapters. Students
were asked to write an essay answering the ques-
tion “How do copyright laws benefit young
musicians?” A panel of judges evaluated submis-
sions and selected this year’s winners. Winners
were announced at the 2002 MENC National
Conference held in Nashville, Tennessee. Three
prizes, ranging from $1,000 to $300, plus gener-
ous J&R Music & Computer World certificates
were awarded.

• Scholastic Magazine Survey: Scholastic magazine,
a leading magazine aimed at school-aged chil-
dren, ran an article in one of its issues and an
online survey for students in grades 1-8 on its
Web site. The survey question was whether the
students thought that they should have to pay for
downloading other peoples’ works from the
Internet. From a total of over 35,000 responses, 62
percent responded that “yes” they should have to
pay.

• Giveaways (Posters, Handbills, Stickers and
Pins): The Copyright Society created and distrib-
uted 3,500 Copyright Awareness Week posters
and the same number of handbills, 2,000 Copy-
right Awareness Week buttons and 5,000 stickers.
The stickers and buttons were a huge hit in the
schools. In addition, the United States Copyright
Office distributed 1,000 of its own posters. All of
these items went very quickly. Next year the

Copyright Society will order much greater quan-
tities of each.

• Joe Simon Poster: Joe Simon, creator of “Captain
America” and other renowned comic book char-
acters, produced a wonderful, eye-catching poster
for Copyright Awareness Week that we will use
to brand Copyright Awareness Week next year.
We were not able to print the poster in time to
use it for Copyright Awareness Week 2002, but
have printed a signed, limited edition and will
distribute the poster widely for Copyright Aware-
ness Week 2003. 

• Radio Coverage: Incoming Copyright Society
President Maria Danzilo spoke about Copyright
Awareness Week and the need for copyright edu-
cation on Brian Lehrer’s radio show (WNYC) on
April 26th.

• Press Coverage: A nationwide public relations
campaign will not be launched until next year.
Nevertheless, several prominent U.S. news publi-
cations picked up on and covered Copyright
Awareness Week. A few European publications
also ran short pieces. In addition, the New York
State Bar Association’s Entertainment, Arts &
Sports Law Journal published an article and mate-
rials about Copyright Awareness Week and sever-
al other Friends carried pieces in their online or
off-line publications.

• GRAMMY Foundation: In conjunction with the
GRAMMY Foundation’s Fox Music-GRAMMY
Music Mentoring Program, Ron Gonzalez of
Warner Bros. Records led a session at the Hamil-
ton High School Academy of Music on April 19th.

• Web Site Activity: Many Friends of Copyright
Awareness Week provided links to the education-
al sites developed by Copyright Society volun-
teers. Due in large part to those links and the
publicity efforts of the Copyright Society and its
Friends, it appears (from the sheer volume of e-
mails received from schools, universities and
copyright-related organizations around the
world) that tenfold the usual amount of traffic
was generated on the Copyright Society’s educa-
tional sites, including its (1) Friends of Active
Copyright Education (FA©E) site (www.face-
copyright.org)—which is geared mainly toward
an adult or higher education audience and pro-
vides information on copyright law as it applies
to various media, (2) the kids’ site (www.copy-
rightkids.org), which contains copyright basics, a
quiz, a yearbook role-playing exercise, a teachers’
area with class exercises, a definitions section and
practical information for obtaining permissions
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We also want to thank everyone from the Copyright
Society and elsewhere who took the plunge and spoke
at schools for Copyright Awareness Week 2002.

A special thanks to the members of the Copyright
Awareness Week Steering Committee: Gary Roth, Elissa
Hecker, Lori Hecker, Sarah Sully, Gillian Lusins, Steve
Weissman, Corey Field, Monica Corton, Miriam Stern,
Ross Charap, Judith Finell, Sam Mosenkis, Carolina
Saez, Nancy Wolff, Carol Gerber and Bob Clarida, who
led the charge, as well as the Copyright Society’s Presi-
dent Bob Bernstein, who kept us going and always
stood ready to roll up his sleeves and offer wise coun-
sel, all of the other trustees and officers who provided
invaluable advice, contacts and assistance, especially
Judith Saffer for her fundraising and Alan Hartnick and
Eugene Girden for reviewing streams of material on
short notice, the Copyright Society’s incoming president
Maria Danzilo, for her insight and guidance, and most
especially to our Administrator Barbara Pannone for the
her tireless assistance, patience and ceaseless energy
and those who assisted her in the office, Aarti Tandon,
and, most of all, the incoming Copyright Awareness
Week Chair Staciellen Heasley, who volunteered hours
few mortals could manage and was the thread that held
us all together. A special thanks also to Jack Gern-
sheimer, who created the logo, Joe Simon for his beauti-
ful poster, Aaron Mischel for the banner, and Lori Heck-
er, who developed a large part of the curriculum. And I
would personally like to thank my employer Morrison
& Foerster, who, without complaint, allowed me to
spend countless hours on Copyright Awareness Week
and fully supported the initiative in every way, provid-
ing administrative support and the flock of attorneys
who assisted at one point or another in the planning
and spoke at schools during Copyright Awareness
Week 2002. 

Mary Rasenberger
Chair, FA©E Steering Committee 

Endnotes
1. Over the last 25 years, the copyright industries have grown

almost twice as fast as the economy as a whole, significantly
outperforming the rest of the economy in terms of employment,
contribution to the GDP and exports.  See Stephen E. Siwek,
“Economists Incorporated,” prepared for the International Intel-
lectual Property Alliance, Copyright Industries in the U.S. Econo-
my: The 2002 Report (2002).

2. U.S. Const. art. I, § 8.

and registrations and (3) the Copyright
Awareness Week section of the main site
(www.csusa.org), which contains the curriculum
materials developed specifically for Copyright
Awareness Week. The sites, which are hosted by
Duke University, are linked to one another. 

Planning for Copyright Awareness Week 2003
Planning for next year’s Copyright Awareness

Week, tentatively scheduled for the week of March 9-15,
2003, is already underway. Our goals for Copyright
Awareness Week 2003 remain the same, but we envi-
sion it growing to become a well-recognized annual
event. We expect to launch a nationwide publicity cam-
paign for Copyright Awareness Week 2003. We would
also like to get into many more schools and, based on
our experience this year, see no obstacles to doing so.
Of course, we are also encouraging and counting on
many more speakers to get into the schools. Those who
did participate by speaking this year reported having a
tremendous amount of fun. We are hoping that word
will spread.

One of our goals for Copyright Awareness Week
2003 is to further develop and customize the curriculum
materials for teachers to use in the classroom and to
educate teachers about copyright so that they can, in
turn, educate their students. Only by reaching out to
teachers will we be able to bring copyright education
into the maximum number of schools. Our experience
has shown us that many teachers are hungry for copy-
right knowledge themselves and already see it as an
important part of educating our children for the future.

Acknowledgments
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Up and Running:
The Phil Cowan Memorial Scholarship

respective law school must submit the top three papers
to the EASL’s Scholarship Committee by June 1 of such
year. The Scholarship Committee will determine the
winner by October 31, and the winner will be
announced, and the Scholarship awarded, at the Annu-
al Meeting, which will take place the following January. 

The Scholarship Committee and Prerogatives. The
Scholarship Committee is composed of all former
Chairs and the current Chair of the EASL Section. Each
winning paper will be published in the EASL Journal
and will be made available to EASL members on the
EASL Web site. The Scholarship Committee reserves the
right to submit all papers it receives to the EASL Journal
for publication and to the EASL Web site. The Scholar-
ship Committee also reserves the right not to award a
Scholarship if it determines, in any given year, that no
paper submitted was sufficiently deserving. All rights
of dissemination of the papers by EASL are non-exclu-
sive. 

Payment of Monies. Payment of Scholarship funds will
be made by EASL directly to the law school of the win-
ner, to be credited to the winner’s account. 

Donations. The Phil Cowan Memorial Scholarship fund
is pleased to accept donations. The donations are tax-
deductible. All donations should be by check, and be
made payable to the New York Bar Foundation. Each
donation should indicate that it is designated for the
Phil Cowan Memorial Scholarship. All donations
should be forward to The New York Bar Foundation,
One Elk Street, Albany, New York 12207, Attention:
Kris O’Brien, Director of Finance. 

EASL is pleased to announce that the New York Bar
Foundation has approved the creation of a restricted
fund for contributions to the Phil Cowan Memorial
Scholarship. The Scholarship of $2,500 will be awarded
on an annual basis in Phil Cowan’s memory to a law
student who is committed to a practice concentrating in
one or more of the fields of entertainment, art or sports
law. 

Eligible Recipients. The recipient of the $2,500 Scholar-
ship will be selected each year through a writing com-
petition. The writing competition is open to all first and
second year law students who are members in good
standing of the EASL Section and who attend a law
school anywhere in New York State, Rutgers University
Law School (Newark and Camden campuses) or Seton
Hall Law School. 

The Competition. Each Scholarship candidate must
write an original paper on a legal issue of current inter-
est in the area of entertainment, art or sports law. The
paper should be twelve to fifteen pages in length, dou-
ble-spaced and including footnotes, in bluebook form.
The papers should be submitted to designated faculty
members of each respective law school. All law schools
will screen the papers and submit the three best to the
EASL’s Phil Cowan Memorial Scholarship Committee.
The Committee will read the submitted papers and will
make the ultimate decision as to the Scholarship recipi-
ent. 

Deadlines. All students must submit their papers to
their respective law schools for consideration not later
than April 30 of each year. The screening faculty at each

Please check out our Web site at www.nyeasl.org
for more information concerning the

Phil Cowan Memorial Scholarship
during the next few months
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Buyers Beware:
Protecting Against the Risk of Purchasing Stolen Art
By Jonathan Bloom

that wound up in the United States, however; valuable
art objects were also “appropriated” by U.S. servicemen
and brought home at the end of the war.7

Inherent characteristics of art, such as its value, aes-
thetic allure, uniqueness and portability, surely con-
tribute to its popularity as a target of thieves. Character-
istics of the art market, in turn, contribute to the risk of
unwittingly purchasing stolen art. First, it is interna-
tional, such that stolen objects often surface on the mar-
ket years later and a continent away from where the
theft occurred. Second, it has traditionally been carried
on in a secretive manner. Withholding details regarding
ownership history has long been common practice
among art merchants, often for legitimate reasons, such
as to protect their sources and the privacy of their
clients. However, this practice has created an air of
mystery about the provenance of many older art objects
and has made it more difficult for purchasers to identify
works that are, or may have been, stolen. 

Whether out of respect for industry practice, a
desire to remain innocent of troubling facts, misplaced
confidence in the integrity of the market, or good-faith
reliance on the seller’s warranty of title, even sophisti-
cated buyers all too frequently fail to probe beyond the
seller’s vague representations regarding provenance in
order to assure themselves that the seller is able to con-
vey good title. As one court observed in 1980, in the
“arcane world of sales of art . . . paintings worth vast
sums of money sometimes are bought without inquir-
ing about their provenance.”8 Another court, comment-
ing in 1979 on a dealer’s failure to question the seller’s
ability to convey good title, noted disapprovingly that
“in an industry whose transactions cry out for verifica-
tion of . . . title . . . it is deemed poor practice to probe
. . .”9

This lack of full disclosure concerning provenance
has contributed over the years to an unfortunate degree
of melding of legal and illegal art commerce. Stolen art,
it has been observed (perhaps a bit dramatically),
“inundates the legitimate market.”10 As a result, the
assumption that art acquired through a respectable
source is free of any cloud on title is less safe than one
might think. In fact, most of the leading stolen art cases
involve works acquired through respectable sources.

Art world practices with respect to investigating the
provenance of works of art have improved dramatically
in the last decade, particularly in the last four or five

Introduction
The responsible purchaser of a work of art—

whether a private collector, a dealer or a museum—has
two principal concerns, apart from whether there is
enough money in the checking account: (1) That the
work is authentic and (2) that it is not stolen. To be sure,
these concerns are not as serious with respect to con-
temporary art, but they are serious indeed for pur-
chasers of antiquities and art objects created prior to
World War II. Purchasers who are not alert to these
potential problems risk buying something worth much
less than what they paid, or a lawsuit, or both. This arti-
cle deals with the second concern, specifically, how to
avoid acquiring stolen art, and how to be in a position
to mount the best possible defense if one does.

Stolen art is a major problem. Thefts from muse-
ums, churches, libraries, cemeteries, archaeological
sites, and other public institutions and private homes
around the world are a daily occurrence.1 In 1980, the
Supreme Court of New Jersey cited “an explosion in art
thefts” and a “worldwide phenomenon of art theft
which has reached epidemic proportions.”2 The value
of art stolen annually worldwide is generally reported
to be several billion dollars.3 Tens of thousands of art
thefts occur each year around the world, and only 10 to
15 percent of stolen art is recovered.4

In addition to more traditional thefts, works of art
were stolen, confiscated, or acquired by forced sale by
the Nazis during World War II on a vast scale—some of
it for the private collections of Nazi leaders, some to be
exhibited as a testimony to the glory of the Third Reich
and some to be resold.5 It is estimated that as many as
100,000 art objects stolen by the Nazis from Jewish fam-
ilies have not been located.6 Many of the most highly
publicized stolen art claims in recent years have
involved works stolen by the Nazis and funneled (often
through Switzerland) to Western markets—chiefly the
United States—with the aid of complicitous dealers in
Germany and other European countries. The Nazis
were by no means the only pilferers of valuable artwork

“It is estimated that as many as
100,000 art objects stolen by the Nazis
from Jewish families have not been
located.”



years, largely as a result of the intense international
focus on the identification and restitution of works
stolen during the Holocaust. Most dealers and auctions
houses now routinely vet prospective acquisitions and
consignments through (at least) the Art Loss Register.
The unfortunate reality, however, is that much stolen art
has been offered for sale through legitimate channels
and unwittingly acquired by innocent purchasers. Thus,
those original owners who eventually are able to track
down their stolen property usually are faced with
attempting to recover it not from the thief, but rather
from a private collector or a museum that acquired it
without knowing that it was stolen. 

This article focuses on how courts have reconciled
these competing claims and on what these rulings mean
for art purchasers. It will focus on art purchasers,
because while theft victims are at the mercy of events
that they do not control, art purchasers make—or are in
a position to make—informed decisions to assume the
risk of entering the art market. They can guard against
acquiring stolen art by exercising appropriate caution
and by undertaking appropriate investigation prior to
entering into transactions. In part for this reason, courts
tend to be less sympathetic toward even good-faith art
purchasers than they are toward theft victims who have
made good-faith efforts to locate their property, even if
those efforts were less than exhaustive. 

As discussed below, the law permits theft victims to
assert claims against good-faith purchasers many years
after the theft. Therefore, engaging in appropriate
investigation prior to making an acquisition of a valu-
able work of art—or ascertaining that the seller has
done so—is critical to (1) avoiding acquiring stolen art
in the first place and (2) putting oneself in the best equi-
table position vis-à-vis the original owner should the
work turn out to have been stolen notwithstanding
one’s reasonable investigation. Particularly with the
proliferation of stolen art databases such as the Art Loss
Register, due diligence by art purchasers has become
easier, and failure to consult such databases, along with
other reasonable sources of information, less excusable. 

Thus, in theory, if the owner has reported the theft,
a diligent purchaser will discover that the work is
stolen before making the purchase. On the other hand,
just as failure to take reasonable steps to search for
stolen property may (as a matter of equity) preclude the
owner from recovering it, so may turning a blind eye to
readily discoverable information that it was stolen pre-
vent a purchaser from keeping it.

The Legal Framework: Defenses for Good-Faith
Purchasers of Stolen Art

Upon locating their stolen art, theft victims typical-
ly seek to recover it from the current possessor by

bringing a replevin action, which requires the court to
determine which party has the superior interest in the
property.11 A fundamental Anglo-American common-
law rule that bears crucially on such replevin claims is
that a thief cannot pass good title, even to a good-faith
purchaser.12 Does this mean that the theft victim always
wins a replevin claim against a good-faith purchaser?
The answer is no.

First, if the work passed through a civil law juris-
diction (such as Switzerland or France) where a good-
faith purchaser can acquire title to stolen property with-
out regard to the owner’s diligence, title could have
passed prior to its entry into the United States. Thus, if
the applicable choice-of-law rules lead the court to
apply the law of the civil law jurisdiction where the
transfer occurred, the statute of limitations rules of that
jurisdiction may have cut off the owner’s rights.13 Sec-
ond, even if the law of the forum is applied, otherwise
meritorious replevin claims can become unenforceable
upon expiration of the applicable statute of limitations.
In addition, a laches defense also may enable a good-
faith purchaser to preclude recovery of stolen art by an
owner who has not pursued his claim for an unreason-
ably long period of time. The manner in which these
defenses are interpreted and applied by the courts is the
key to most stolen art cases.

With respect to a statute of limitations defense, the
crucial issue is when the limitations period begins to
run. In other words, when does the owner’s cause of
action accrue? Where the claim is against a thief, equity
will dictate either that the running of the statute of limi-
tations be tolled by the doctrine of fraudulent conceal-
ment until the work surfaces on the market (i.e., until
the owner reasonably should have learned of its where-
abouts),14 or that the thief be equitably estopped from
invoking the statute of limitations to shield his wrong-
doing.15 But what about a claim against a good-faith
purchaser? Here the rules vary by jurisdiction. As we
will see, though, the factual inquiry is quite similar
regardless of the jurisdiction, although the burden of
proof is allocated differently.

The Demand and Refusal Rule
In New York, the accrual of a replevin claim for

stolen property as against a good-faith purchaser is
determined by the so-called demand and refusal rule.
In Lubell v. Guggenheim,16 the New York Court of
Appeals held that in New York, the limitations period
in a stolen art case (as in any replevin claim involving
stolen chattel) does not begin to run against a good-
faith purchaser until the owner demands return of the
work, and the possessor refuses.17 The rationale for this
rule, which originated in the 19th century,18 is that pos-
session of the work by a good-faith purchaser does not
become wrongful until the owner demands its return.
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and refusal rule, delay in making a demand cannot
make a claim untimely.22 The Court of Appeals
affirmed. The Court noted that under the demand and
refusal rule, New York law had “long protected the
right of the owner whose property has been stolen to
recover that property, even if it is in the possession of a
good-faith purchaser for value.”23 The Court explained
(correctly) that the demand and refusal rule “affords the
most protection to the true owners of stolen property,”24

and it posited that placing on the true owner the bur-
den of locating stolen artwork and foreclosing the
rights of that owner to recover its property if the bur-
den is not met would “encourage illicit trafficking in
stolen art.”25 In the Court’s view, “the better rule gives
the owner relatively greater protection and places the
burden of investigating the provenance of a work of art
on the potential purchaser.”26

Because the Court concluded that the museum’s
cause of action against Mrs. Lubell accrued only upon
her refusal of the museum’s demand for return of the
painting, it held that the action was timely.27 The Court
explained that the question of whether the museum had
delayed unreasonably in making its demand—in other
words, whether it had been dilatory in searching for the
work—was more properly analyzed in the context of
Mrs. Lubell’s laches defense, which also would require
her to demonstrate that she was prejudiced by the
museum’s delay.28 The Court noted, in this regard, that
it would be relevant to the laches defense that the
Lubells had investigated the provenance of the work
before purchasing it by contacting the artist and his
son-in-law directly and that they had displayed it in
their home for more than 20 years with no reason to
suspect that it had been stolen.29 As the Appellate Divi-
sion observed, “defendant’s vigilance is as much in
issue as plaintiff’s diligence. . . . The reasonableness of
both parties must be considered and weighed.”30

In short, Guggenheim makes the purchaser responsi-
ble for demonstrating that the owner delayed unreason-
ably in actively pursuing its property and that the pur-
chaser acted in good faith and was prejudiced by the
delay.

The result in Guggenheim was hardly inevitable,
notwithstanding the long pedigree of the demand and
refusal rule. In fact, in its ruling the Court of Appeals

The Court of Appeals in Guggenheim held that under
the demand and refusal rule, the owner’s diligence—or
lack thereof—prior to making the demand is relevant
only to a laches defense, not to the statute of limita-
tions.19 Thus, as long as the owner brings his claim
within three years after his demand is refused—even if
he did nothing to search for it for decades—the claim
will be timely under New York law.

In Guggenheim, the Solomon R. Guggenheim Muse-
um sought to recover from Mrs. Lubell a 1912 gouache
by Marc Chagall worth an estimated $200,000. The
Lubells had bought it from the Robert Elkon Gallery, a
well-known Madison Avenue gallery, in 1967 for
$17,000; they had displayed it in their home in New
York for more than 20 years. The museum first discov-
ered that the painting was not in storage where it
should have been sometime in the late 1960s, although
it claimed it did not know for sure that it had been
stolen until it undertook a complete inventory, which
was begun in late 1969 and completed in early 1970.20

Even once it made that discovery, however, the
museum did not inform other museums, galleries or
other art organizations of the theft, nor did it notify the
police, the FBI, Interpol or any other law enforcement
agencies. According to the museum, it believed that
publicizing the theft would only drive the painting fur-
ther underground and reduce the chances that it would
be recovered. In 1974, after concluding that it would not
be recovered, the work was “deaccessioned” and
removed from the museum’s records.21

When the Lubells purchased the work from the
Robert Elkon Gallery, the invoice and receipt indicated
that it had been in the collection of an individual who
later turned out to be a Guggenheim mailroom employ-
ee who was suspected of the theft. The Lubells exhibit-
ed the painting at the Elkon Gallery twice, in 1967 and
1981. In 1985, a dealer brought a transparency of the
work to Sotheby’s to obtain an auction estimate. The
person to whom he showed the work had previously
worked at the Guggenheim, and she recognized it as
the missing Chagall. She notified the museum, which
traced the painting to Mrs. Lubell. In January 1986, the
director of the museum wrote to Mrs. Lubell demand-
ing return of the work. When she refused, the museum
commenced an action in New York state court in Sep-
tember 1987, seeking return of the work or $200,000.
Among the defenses Mrs. Lubell asserted were the
statute of limitations and laches. She claimed she had
no reason to believe the painting was stolen before the
museum demanded its return.

The trial court, holding that the museum’s claim
was time-barred, granted summary judgment for Mrs.
Lubell. The Appellate Division modified, reinstating the
museum’s claim on the ground that, under the demand

“. . . Guggenheim makes the purchaser
responsible for demonstrating that the
owner delayed unreasonably in actively
pursuing its property and that the
purchaser acted in good faith and was
prejudiced by the delay.”



rejected the reasoning of the Second Circuit in DeWeerth
v. Baldinger.31 In DeWeerth, the Second Circuit, sitting in
diversity, predicted (wrongly) that the New York courts
would protect good-faith purchasers by holding that
the statute of limitations would bar an owner’s claim to
stolen art unless she could demonstrate that she had
been reasonably diligent in seeking to locate her stolen
art.32 The precise legal issue in DeWeerth was whether
New York’s demand and refusal rule applied only after
the owner had located the property or whether it
required a reasonable effort by the owner to locate the
property. The Second Circuit held that the obligation to
make a demand without unreasonable delay “includes
an obligation to use due diligence to locate stolen prop-
erty.”33

The plaintiff in the case, Mrs. DeWeerth, a German
citizen, sought to recover an 1879 Monet painting,
“Champs de Blé à Vétheuil,” that had been swiped from
her sister’s castle in southern Germany, probably by a
U.S. serviceman who had been quartered there in 1945.
It was purchased in 1957 in New York by the defendant,
Mrs. Baldinger, from Wildenstein & Co. without any
knowledge that it was stolen.34 Reversing the district
court, which had found Mrs. DeWeerth’s claim timely,
the Second Circuit held that Mrs. DeWeerth had not
done enough to locate the painting and had failed to
take a number of obvious steps that would have result-
ed in her finding it years earlier.35 Specifically, although
she had filed a report with the military government in
1946 and had reported the painting missing to the Ger-
man equivalent of the FBI in 1957, she had done noth-
ing to search for the painting from 1957 until 1981, dur-
ing which time it had been published in connection
with two public exhibitions in New York and also had
been included in a Monet catalogue raisonnée pub-
lished in 1967 by Daniel Wildenstein—which is where
her nephew finally saw it in 1981.36 The court also cited
DeWeerth’s failure to take advantage of programs set
up by the Allied forces after the war in order to collect
and restitute stolen art, such as the Central Collecting
Points that were established throughout Germany.37

Although the court failed to specify precisely when
Mrs. DeWeerth’s claim accrued, and hence when the
statute of limitations had expired, the key to the deci-
sion was the obligation of diligence that the court
imposed on the owner in order to avoid the statute of
limitations—the opposite of Guggenheim. DeWeerth con-
tains no discussion of whether the Wildenstein gallery
or Baldinger took reasonable steps to ascertain that the
painting had not been stolen (which may be attributable
to the fact that the parties stipulated that Mrs. Baldinger
was a good-faith purchaser).38 Rather, the court empha-
sized that a principal purpose of statutes of limita-
tions—foreclosing stale claims—would be undermined
by requiring Mrs. Baldinger to defend the action 30
years after she bought the painting.39

Had the DeWeerth court been presented with the
facts of Guggenheim, it surely would have held the
museum’s claim barred by the statute of limitations on
the ground that it did nothing to publicize the theft of
the Chagall and failed to locate the work despite the
fact that it had been publicly exhibited virtually around
the corner from the museum in 1981, after it had been
discovered missing. The opposite approach taken by
the Second Circuit reflected its understanding of the
demand and refusal rule as intended to protect good-
faith purchasers by encouraging owners to search dili-
gently for their stolen property,40 which is consistent
with the rationale for the rule: Possession by a good-
faith purchaser is not wrongful until a demand is made
and refused. However, the Court of Appeals in Guggen-
heim turned the policy on its head, explaining that the
purpose of the rule, at least in the context of stolen art
claims, is to preserve for as long as possible the right of
the theft victim to assert a claim.41 This reasoning led
the court to reject the due diligence requirement
imposed on the owner in DeWeerth. The flip side of this
solicitude toward theft victims, of course, is that good-
faith purchasers remain exposed to claims for as long as
it takes the owner to find the stolen art.

As a practical matter, however, the difference
between the approaches delineated in Guggenheim and
DeWeerth, respectively, is less significant than it might
appear. A non-diligent owner (like the Guggenheim)
who survives summary judgment on the statute of limi-
tations defense still will be vulnerable to a laches
defense. The factual inquiry into the owner’s diligence
in searching for the stolen property is largely the same
whether those facts are deemed relevant to laches, as in
Guggenheim, or to the statute of limitations, as in
DeWeerth. The difference is that under a laches defense,
the defendant bears the burden of proving that the orig-
inal owner was not diligent and that the defendant was
prejudiced as a result.42 These issues typically are less
susceptible to resolution on summary judgment than
the single question of whether the owner searched for
his property with due diligence,43 an issue as to which,
under DeWeerth and the discovery rule cases discussed
below, the plaintiff-owner bears the burden of proof.
This arguably heightens the importance of due dili-
gence by art purchasers in New York in order to discov-
er title defects prior to entering into a transaction.44

Recent New York decisions demonstrate, however,
that laches can be a viable ground for summary judg-
ment in stolen art cases where the plaintiff has done
nothing to pursue the art for decades.45 The death of
witnesses, fading memories and the loss of documents
and other evidence relating to the theft and to the
owner’s efforts to locate the property have been held
sufficient to demonstrate the requisite prejudice to the
defendant’s ability to adequately defend against a
replevin claim.46
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respect to what would constitute due diligence on the
part of the owner, to prevent the statute of limitations
from running, the court stated that it would “vary with
the facts of each case,” including the nature and value
of the property.55

O’Keefe makes clear, however, that the conduct of
the owner is not the sole focus of the inquiry, as it was
in DeWeerth: “Properly interpreted,” the court
explained, “the discovery rule becomes a vehicle for
transporting equitable considerations into the statute of
limitations for replevin.”56 Thus, the court “should
identify, evaluate, and weigh the equitable claims of all
parties.”57 In this regard, the court noted that a purchas-
er of art from a private party “would be well-advised to
inquire whether a work of art had been reported as lost
or stolen.”58 By allowing diligent owners to pursue
their claims, the court expressed hope that its ruling
would “contribute to more careful practices concerning
the purchase of art.”59 (In this regard, the desired effect
of the discovery rule is similar to that articulated in
Guggenheim; under either approach, a diligent owner
will prevail over a good-faith purchaser.)

Another significant discovery rule decision, Erisoty
v. Rizik,60 further illustrates that the discovery rule is
essentially an equitable doctrine— not unlike laches—
pursuant to which the conduct of both parties will be
scrutinized. In Erisoty, five paintings were stolen from
the Riziks’ home in Washington in 1960, including four
by the 18th-century Italian painter Corrado Giaquinto.
Shortly thereafter, the Riziks reported the theft to the
local police, who reported it to the FBI, which reported
it to Interpol, the European police agency. The Riziks
had periodic contact with the FBI over the years in con-
nection with possible leads, but they did not report the
theft to the International Foundation for Art Research
(IFAR)—which, at the time, maintained the Art Loss
Register database—until 1992. Nor did they publish any
notices of the theft or contact any museums, auction
houses, art galleries or experts on Giaquinto to alert
them to the theft.61

Thereafter, the fact that one of the Giaquinto paint-
ings, “Winter,” had been listed as stolen by IFAR came
to the attention of a curator at the Philadelphia Muse-
um of Art, who had been consulted a few years earlier
by an antique store owner to whom the painting had
been consigned by a mover. The mover had found it in
1988 in five pieces inside a trash bag hidden behind a
piece of furniture in a house in Philadelphia. The cura-
tor contacted IFAR and reported that the Giaquinto had
been sold at auction in 1989. In 1993, the FBI finally
learned that it had been sold to the Erisotys (the plain-
tiffs), from whom the FBI eventually seized the painting
and delivered it to the Riziks (the defendants). After the
Erisotys demanded that the Riziks return the painting
and were refused, the Erisotys commenced a replevin

The Discovery Rule
DeWeerth and Guggenheim represent the two diver-

gent policy approaches to what has been called the
“tale of two innocents”—the theft victim and the good-
faith purchaser.47 New York, the center of the U.S. art
market, has opted to maximize protection for the origi-
nal owner by placing a greater burden of proof on the
good-faith purchaser. The majority rule, however, is
closer to DeWeerth in that it places on the owner the
burden of demonstrating that he was reasonably dili-
gent in searching for his property. Under the so-called
“discovery rule,” the statute of limitations does not start
running until the plaintiff either discovers, or by exer-
cise of reasonable diligence and intelligence should have
discovered, the facts which form the basis of the cause of
action. 

The discovery rule was first articulated in a stolen
art case by the Supreme Court of New Jersey in O’Keefe
v. Snyder,48 which involved a claim by Georgia O’Keefe
to recover three of her paintings that were stolen in
1946 from her husband Alfred Stieglitz’s New York
gallery, An American Place. O’Keefe did nothing to
advertise the theft, beyond discussing it with art-world
associates, until 1972, when she had the works listed on
the Art Dealers Association of America registry of
stolen paintings. In February 1976 she learned that the
paintings had been sold to defendant Barry Snyder,
d/b/a Princeton Gallery of Fine Art, whom she sued
for replevin in New Jersey state court.49

Snyder moved for summary judgment on the
ground that O’Keefe’s claim was barred by the statute
of limitations. The key issue was when O’Keefe’s cause
of action accrued. If New York law applied, O’Keefe’s
claim would have been timely under the demand and
refusal rule. Yet on the assumption that New Jersey law
applied because none of the parties resided in New
York and the paintings were located in New Jersey, the
court adopted a discovery rule, which it characterized
as “essentially a principle of equity.”50

The focus of the test, the court explained, was on
“whether the owner has acted with due diligence in
pursuing his or her personal property.”51 Thus, the
court held that O’Keefe’s cause of action accrued “when
she first knew, or reasonably should have known
through the exercise of due diligence, of the cause of
action, including the identity of the possessor of the
paintings.”52 The court observed that the discovery rule
“permits an artist who uses reasonable efforts to report,
investigate, and recover a painting to preserve the
rights of title and possession.”53

The court made clear that under the discovery rule,
“the burden is on the owner as the one seeking the ben-
efit of the rule to establish facts that would justify defer-
ring the beginning of the period of limitations.”54 With



action in the Eastern District of Pennsylvania. The
Erisotys claimed that the statute of limitations barred
the Riziks from asserting their rights to the painting.

Applying the discovery rule, the court focused on
the diligence of the Riziks’ efforts to locate their stolen
paintings, an issue for which the Riziks bore the burden
of proof. The court concluded that they had been rea-
sonably diligent: It was reasonable for them to have
believed that the FBI and Interpol were the best avail-
able investigative channels, and it was reasonable for
them not to have learned of IFAR sooner, since they
were not familiar with the art world.62 Instead, the
court gave greater weight to their diligence in taking
advantage of IFAR after discovering its existence, which
led to recovery of the painting.63

The court also emphasized that the discovery rule
“permits the court to consider the relative equities of
the rival claimants to the art work.”64 Turning to the
other side of the ledger, the court chastised the Erisotys
for having purchased the painting without inquiring as
to its prior ownership or the identity of the consignor,
without making any inquiry of art or law enforcement
agencies and with knowledge that the painting was in
five pieces, which the court termed “suspicious circum-
stances to say the least.”65 Having purchased the work
without making any inquiries as to its history, the Eriso-
tys “took the risk that an original owner could appear
at any time.”66

The court concluded that the statute of limitations
did not begin to run until 1993, when the Riziks discov-
ered the whereabouts of the painting and the identity of
the possessors, and that the action was thus timely.67

Accordingly, it ruled that the Erisotys could not recover
the work, even though Stephen Erisoty had spent con-
siderable time and effort over a four-year period restor-
ing the work.68

Two important lessons from Erisoty: First, the dis-
covery rule is a highly flexible inquiry in which courts
may be quite forgiving toward unsophisticated theft
victims, provided they make sincere, ongoing efforts to
locate their property. Second, purchasers who turn a
blind eye toward suspicious circumstances and fail to
make appropriate inquiries are unlikely to prevail, even
when they acquire the art through an art merchant and
even if they have made a significant investment in the
work after acquiring it.

Who Is a Good-Faith Purchaser?
A threshold requirement for an art purchaser to

have a chance of prevailing against a theft victim is that
the work was acquired in good faith, for example, with-
out knowledge or reason to know that it was stolen.69

With respect to dealers, section 2-103(1)(b) of the Uni-

form Commercial Code (UCC) defines “good faith” for
a merchant as “honesty in fact and the observance of
reasonable commercial standards of fair dealing in the
trade.” In this regard, Porter v. Wertz70 is instructive as
to how the practices of an art gallery withstand judicial
review. The court in Porter rejected an art gallery’s claim
that it took good title to a Utrillo painting pursuant to
the entrustment provision of the UCC (§ 2-403-2)71

because it reasonably assumed that the seller of the
painting (who was actually a delicatessen employee
involved in a scam) was an art merchant. The Appellate
Division found that the gallery made no investigation
to determine the status of the seller (which would have
exposed him as an imposter). In particular, the court
noted that neither the gallery owner nor an employee
consulted the Petrides catalogue of Utrillo’s works,
which included the work in question and which, the
court noted, “could have raised a doubt as to [the sell-
er’s] right of possession, calling for further verification
before purchase by [the dealer] was consummated.”72

The gallery’s claim that its failure to investigate the
seller’s authority to sell the painting was “consistent
with the practice of the trade”73 led the court to observe
that “commercial indifference to ownership or the right
to sell facilitates traffic in stolen works of art.”74 The
court concluded that because the gallery’s indifference
as to the work’s provenance was inconsistent with the
reasonable commercial standards that must be observed
by a merchant acting in good faith, the gallery did not
qualify as a buyer in the ordinary course of business.75

The most famous, or infamous, example of a gallery
owner found not to have acted in good faith in purchas-
ing a work of art is Peg Goldberg, the Indianapolis art
dealer who purchased four sixth-century Byzantine
mosaic fragments that had been ripped from the walls
of the Kanakaria Church in northern Cyprus in the late
1970s, while the area was under Turkish occupation. In
Autocephalous Greek-Orthodox Church v. Goldberg & Feld-
man Fine Arts, Inc.,76 the Indiana district court, ruling on
Cyprus’ replevin claim, held that Indiana would apply
the discovery rule to art replevin claims, and that
because Cyprus had been reasonably diligent in
attempting to locate the mosaics, its claim was not
barred by the statute of limitations.77

However, in an alternative analysis under the law
of Switzerland, where the transaction took place and
where a good-faith purchaser (unlike a bad-faith pur-
chaser) can acquire good title to stolen art, the district
court concluded that Goldberg was not a good-faith
purchaser because she had turned a blind eye to suspi-
cious circumstances and had failed to take a number of
obvious steps to ascertain whether the mosaics may
have been stolen. Specifically, the court cited the facts
that:
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make a few last-minute phone calls. In
such cases, dealers can (and probably
should) take steps such as a formal
IFAR search; a documented authenticity
check by disinterested experts; a full
background search of the seller and his
claim of title; insurance protection and
a contingency sales contract; and the
like. If Goldberg would have pursued
such methods, perhaps she would have
discovered in time what she has now
discovered too late: the church has a
valid, superior and enforceable claim to
these Byzantine treasures, which there-
fore must be returned to it.82

Another cautionary tale, this one for collectors, is
provided by United States v. An Original Manuscript
Dated November 19, 1778, (the “Junipero Serra” case),83 a
forfeiture case brought under 19 U.S.C. § 2609, in which
the purchaser of a manuscript stolen from the Mexican
National Archives in Mexico City was held not to be
entitled to an “innocent owner” defense because (1) he
had paid for the manuscript in cash; (2) the transaction
had occurred in a hotel in Chicago (the dealer was from
Los Angeles); (3) he had not been given any documen-
tation of its authenticity; and (4) he had not asked how
the dealer came to possess it—only whether the dealer
owned it and was able to sell it.84

The court deemed these circumstances “highly sus-
picious,” although it is tempting to think that this con-
clusion was unduly influenced by the court’s knowl-
edge, with the benefit of hindsight, that the manuscript
was stolen. In any case, the purchaser was deprived of
the manuscript without compensation despite his
claims that he had only recently begun to collect docu-
ments (and thus was not an expert in the field) and that
he was convinced that the deal was “righteous”
because the dealer was willing to give him a bill of
sale.85

Lessons for Art Purchasers
What are the lessons of these cases for art pur-

chasers? The most important lesson is that whether you
are in a demand-and-refusal rule jurisdiction (New
York) or a discovery rule jurisdiction (most other
states), the original owner still may be able to maintain
a claim to art stolen decades after the theft, depending
on how diligent the owner has been in seeking its
return—a standard that varies depending on what a
court deems was reasonable under the circumstances.
In that regard, the Guggenheim court explained that:

[A]ll owners of stolen property should
not be expected to behave in the same
way and should not be held to a com-

• Goldberg knew the mosaics had come from an
area occupied by foreign military forces;

• the mosaics had been immovable property of reli-
gious and cultural significance—the kind of
objects that do not ordinarily enter into com-
merce;

• there was a vast disparity between the appraised
value ($3-6 million) and the price Goldberg paid
($1.08 million);

• Goldberg knew very little about the seller, and
the fact that he claimed to be an archaeologist yet
was selling antiquities should have triggered sus-
picion; 

• the middlemen—one of whom Goldberg knew
was a convicted felon—also were suspicious char-
acters; and

• the transaction was carried out in haste – within
one week after Goldberg learned of the mosaics.78

As an expert witness in the case testified, under the
circumstances, Goldberg’s reaction should have been:
“All of the red flags are up, all the red lights are on, all
the sirens are blaring.”79

The district court also listed the steps Goldberg had
failed to take to ensure that the seller could convey
good title:

• She never contacted the Republic of Cyprus, the
Church of Cyprus or the Turkish Republic of
Northern Cyprus, even though she had been told
that the mosaics had come from Cyprus;

• she failed to contact Interpol; and

• she failed to contact a single disinterested expert
on Byzantine art (Goldberg was a dealer in 19th
and 20th-century art).80

The court also noted that, although Goldberg testi-
fied that she had called IFAR in New York, neither she
nor IFAR had any documentation of such a call, nor
had she requested a formal search by IFAR to deter-
mine whether the mosaics had been reported missing or
stolen.81

The Seventh Circuit affirmed on the basis of Indi-
ana law without addressing the issue of Goldberg’s
good faith, but it did observe that:

[T]hose who wish to purchase art work
on the international market . . . are not
without means by which to protect
themselves. Especially when circum-
stances are as suspicious as those that
faced Peg Goldberg, prospective pur-
chasers would do best to do more than



mon standard. The value of the proper-
ty stolen, the manner in which it was
stolen, the type of institution from
which it was stolen will all necessarily
affect the manner in which a true
owner will search for missing
property.86

Similarly, the Erisoty court stated that the discovery
rule is:

[F]act-sensitive so as to adjust the level
of scrutiny as is appropriate in light of
the identity of the parties; what efforts
are reasonable for an individual who is
relatively unfamiliar with the art world
may not be reasonable for a savvy col-
lector, a gallery, or a museum. . . . [T]he
standard is not whether defendants did
everything that might have been done
with the benefit of hindsight, but
whether their efforts were reasonable
given the facts of the case.87

These variables are largely beyond the control of
the purchaser, who has no control over how vigorously
an original owner (or his heirs) searches for his proper-
ty. What the purchaser can do is to exercise due dili-
gence before making a purchase. Doing so will increase
the chances that the search efforts of the diligent theft
victim—the sympathetic plaintiff—will come to the
attention of the prospective purchaser, who can thereby
avoid walking into a problem. 

A recent decision that vividly illustrates how the
exercise of due diligence by an art merchant could have
avoided litigation is Wertheimer v. Cirker’s Hayes Storage
Warehouse, Inc.,88 which involved a claim against a New
York gallery to recover a Pissarro painting that had
been converted in Paris after the war. The court granted
summary judgment to the defendant gallery on its lach-
es defense, because it found that the Wertheimer family
had done nothing since the 1950s to recover the work
and, in particular, had failed to report it missing to the
Art Loss Register or to contact any museums or gal-
leries about the painting. Notably, the court granted

summary judgment to the gallery on its laches defense
despite the fact that the gallery had received conflicting
provenances and had not contacted the Art Loss Regis-
ter to determine whether the painting had been report-
ed stolen.

This seemingly anomalous result appears vulnera-
ble to reversal on appeal. Among other facts damning
to the gallery, had it checked the Art Loss Register, as
did another dealer contacted about the work, it would
have learned that, although the Pissarro was not listed
as missing or stolen on the Art Loss Register itself, it
was listed on a published list of works of art removed
from France during the war between 1939 and 1945.
The Erisoty and Goldberg courts surely would have been
more critical of the gallery and would not, one suspects,
have allowed it to prevail—at least not without a trial—
on an equitable defense, which requires that one come
into court with “clean hands.”89

The ready accessibility via the Internet of stolen art
databases, including those of the Art Loss Register,90

Interpol, the FBI and many others that are based in the
United States and abroad, gives theft victims powerful
new tools for publicizing thefts and recovering their
property, while at the same time making it far easier for
art purchasers to discover whether a prospective acqui-
sition has been reported missing or stolen. It has been
aptly noted that “[t]he steps which [purchasers] should
take in checking title correspond to those which a right-
ful owner should take in putting the public on notice
that the work is stolen and no title can be conveyed.”91

Failure to take advantage of these readily accessible
sources of information will be held against both theft
victims and purchasers by courts engaged in balancing
the equities, whether in the context of a laches defense
or in applying the discovery rule. Of course, even
checking with the Art Loss Register and finding that the
work is not listed does not ensure that one will not
wind up defending a replevin claim, but it greatly
improves the chances, and it will help demonstrate that
the original owner was not diligent.

Art purchasers concerned with determining what,
for them, is an appropriate level of diligence should be
aware that the applicable diligence standard likely will
vary depending upon their sophistication and
resources. In this regard, it has been suggested that just
as courts have recognized a variable standard of dili-
gence for theft victims, purchasers such as auctions
houses and museums should be held to a higher stan-
dard of due diligence than private purchasers as a
means of combating the illicit art market.92 Thus, muse-
ums and dealers should expect to be held to the most
demanding duty of investigation and will have the
most difficulty in claiming to be innocent of suspicious
circumstances. The days of “don’t ask, don’t tell” for
museums, dealers and even wealthy collectors are over.
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• Be attentive to circumstances such as (a) damage
to the work, which may indicate that it was taken
surreptitiously and concealed in transit; (b) a
request for payment in cash, which, again, sug-
gests a desire to keep the transaction under the
radar screen; (c) a lack of a bill of sale or other
documentation; and (d) a suggestion that the
transaction be concluded in an inconspicuous
place such as a hotel room or an airport lounge.
This may be perfectly reasonable if the dealer is
from out of town, but it also may indicate an illic-
it transaction and it is susceptible to being inter-
preted as suspicious, should the work turn out to
have been stolen.

• Where the provenance is not airtight, contact the
Art Loss Register and, where appropriate, other
sources such as experts in the field (scholars,
dealers, curators) and catalogues of the artist’s
works.

• For a major purchase for which a provenance gap
or suspicious circumstances exist, consider retain-
ing a firm that specializes in fine art due dili-
gence, such as Trans-Art International in Wash-
ington, D.C. 

Conclusion
Purchasing fine art can be a risky proposition. The

legal risks are magnified by common-law doctrines that
permit theft victims to recover art many years after the
theft by tolling the statute of limitations either (1) until
the owner demands that the work be returned and is
refused (the New York rule) or (2) until the owner dis-
covers, or should have discovered through reasonable
diligence, the possessor of the stolen property (the rule
in most other jurisdictions).

New investigative tools, notably stolen art databas-
es, have made it easier both for theft victims to publi-
cize missing works and for prospective purchasers to
determine whether a work offered for sale has been
reported missing or stolen. Whether a litigant has taken
advantage of these and other readily accessible
resources bears importantly on how courts will evaluate
his equitable claim to stolen art, whether he be a theft
victim seeking to recover the work or a claimed good-
faith purchaser seeking to retain it.

If the theft victim has been diligent in publicizing
the theft in a reasonable manner and making appropri-
ate inquiries over the years, he is almost certain to pre-
vail in a replevin claim even as against a good-faith
purchaser, regardless of the jurisdiction in which the
claim is adjudicated. However, even where the owner
has been diligent, the prospective art purchaser, by
exercising due diligence, should discover the title prob-
lem before making the acquisition and thereby avoid

Indeed, as the Junipero Serra case demonstrates, pro-
ceeding in the face of what arguably are indications of a
shady deal can be perilous even for an avowedly unso-
phisticated art purchaser.

An exhaustive investigation of title is not necessary
for every art purchase. If one is buying directly from
the artist or from the artist’s estate, no investigation is
required. Moreover, the private collector does not have
the same obligation to investigate title as does an art
merchant; he should, however, ensure that the art mer-
chant has made appropriate inquiries. Today, pur-
chasers from major auction houses can safely assume
that the works have been vetted with the Art Loss Reg-
ister prior to sale. Similarly, many galleries that deal in
older works of art that were not consigned directly by
the artist routinely vet works through the Art Loss Reg-
ister. Purchasers from reputable galleries need not con-
duct independent provenance research if they receive
adequate assurances and documentation from the
gallery of its ability to convey good title.

Having said that, some general rules of prudent
conduct for all prospective purchasers are the follow-
ing:

• Know whom you are dealing with; assure your-
self that the dealer has a good reputation.

• Do not assume that art purchased from an art
merchant is not stolen without seeing a detailed
provenance. This is especially important with
respect to antiquities, Old Master paintings, and
works by Impressionists and modern masters—
the latter being the so-called “degenerate art” that
was looted and sold in great numbers by the
Nazis. Find out what the dealer did to research
the provenance. Gaps in provenance during and
after World War II, in particular, should arouse
red flags, as should the presence on the prove-
nance of dealers known to have dealt with the
Nazis.93

• Obtain a bill of sale identifying the work by artist,
title, medium and dimension, and noting any
damage or restoration.

• Obtain provenance documentation, including rel-
evant dates, if known, and an explanation of any
gaps in the documentation.

• Insist on receiving a warranty of good title that
includes indemnification by the seller for any
damages or loss caused by breach of the warran-
ty, including responsibility for the purchase price
and legal fees. Although a warranty will not give
one the right to retain stolen art, it will provide a
clear basis for legal recourse against the seller
should the owner bring a claim. It also will but-
tress the purchaser’s claim of good faith.



buying a litigation. If due diligence by the purchaser
does not turn up a problem, the fact that appropriate
inquiries were made will constitute evidence of good
faith should a claim be brought and a court be required
to balance the equities between the innocent purchaser
and a theft victim who has been dilatory in pursuing
his property. 
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The Thin Line Between Love and Hate:
An Artist’s Battle Against the Music Industry
By Eleanor M. Lackman

With all the hot talk about Napster and other file-
sharing devices, “piracy” has become the music indus-
try’s battle cry. However, some of the recording artists
are not joining in the anti-Internet war. Many artists
who have signed agreements, under which they know
they will either end up owing money to a major label or
hardly making a profit, have begun to look at Internet
file-sharing as a way to disseminate music to fans and
potentially earn more money in direct sales.  Because
one of the primary, if not the biggest, functions of the
major label is to distribute music, the Internet tempta-
tion has thus made musicians only more restless about
the contracts to which they have bound themselves
indefinitely, and they are now responding with new
challenges and new ammunition. Record labels should
therefore be wary of focusing too much on the outside
software developers and instead look within the indus-
try: While downloaders are one threat to the record
labels, the artists themselves are beginning to shake up
the music industry by using lawsuits to challenge their
long-term agreements. While in the past such suits have
been unsuccessful, the artists recently received a major
victory: A judge in the Superior Court of Los Angeles
allowed rock artist Courtney Love to proceed with her
claim that section 2855(b) of the California Labor Law
should not be enforced against her to tie her to a con-
tract running longer than seven years.1 The result not
only raises a compelling legal issue facing the music
industry, but it is one of major public importance: A rul-
ing against section 2855(b) could determine whether the
record industry’s current practices will continue, as
thousands of artists may get the chance to leave or
avoid big label deals in favor of direct promotion to
their fans. 

The history of section 2855 goes back to the early
years of Hollywood, when movie studios used a
method of over-promoting actors to near-godlike status
for the purpose of increasing box office revenues. How-
ever, to recoup the studios’ promotional efforts, the sys-
tem turned into an exploitative practice of signing new
talent to incredibly long contracts, typically lasting over
10 years and at salaries below market value.2 Eventual-
ly, the California legislature intervened to protect the
actors by enacting a seven-year limitation on all forms
of personal service. Section 2855 of the California Labor
Code states: “(a) Except as otherwise provided in subdi-
vision (b), a contract to render personal service . . . may
not be enforced against the employee beyond seven
years from the commencement of service under it
. . . .”3

Section 2855 is often referred to as the “de Haviland
rule,” after the major case in which the courts gave
affirmation and clarification to the provision. In de Havi-
land v. Warner Brothers Pictures, a producer said that sec-
tion 2855 placed the limitation at seven years of actual
service, and thus he was acting appropriately by extend-
ing an actress’ contract beyond seven years to make up
for suspensions and illness during their agreement.4
Although the breaches were de Haviland’s fault, the
court held that the legal history and language of the
Code required that the maximum amount of time an
agreement for personal service could last was seven cal-
endar years and not seven years of service.5

However, in 1987, the major labels lobbied to add
the above-referenced subdivision (b) to section 2855,
which specifically singles out recording artists.6 It states
that: 

(b) Notwithstanding subdivision (a):

(1) Any employee who is a party to a
contract to render personal service in
the production of phonorecords in
which sounds are first fixed . . . may
not invoke the provisions of subdivi-
sion (a) without first giving written
notice to the employer . . ., specifying
that the employee from and after a
future date certain specified in the
notice will no longer render service
under the contract by reason of (a) . . .

(3) In the event a party to such contract
is, or could contractually be, required to
render personal service in the produc-
tion of a specified quantity of the
phonorecords and fails to render all of
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subdivision (b) institutionalizes the labels’ arguably
unconscionable customs, such as the common practice
in the recording industry to obligate musicians to pro-
duce more records than they can complete in a seven-
year period.16 For example, the typical deal requires
artists to record as many as seven albums in seven
years, but the labels usually insist on a two-year gap
between releases, so that the earliest an artist can fulfill
an agreement is after 14 years—twice as long as intend-
ed under the de Haviland rule.17 A. Barry Cappello,
attorney for Courtney Love, emphasizes this major
problem: “[N]o one can write, record, and promote
seven albums, film fourteen videos (two per master
recording), and make seven tours in seven years.”18

Thus, artists argue, the standard music industry agree-
ment is not only beyond an artist’s expectations and
thus unconscionable, but also on its face violates section
2855(a). 

The artists’ concerns go beyond time issues; they
boil down to industry intricacies that can leave a hit-
maker homeless. After taxes, the typical band would be
better off if the members instead worked at a
7-Eleven.19 After production and video costs, tour sup-
port and independent radio promotion, all recoupable
out of the artist’s royalties, a band that sells a million
albums could still end up owing the label money, and,
depending on Congress’ wavering interpretation of
“work for hire,” the artist may never own the rights to
his or her recordings.20 Meanwhile, the record company,
after manufacturing costs and publishing royalties,
makes millions off the platinum-selling record.21 While
the labels emphasize that to them, 95 percent of releases
are considered “net losses,” attorney Jay Cooper
unsympathetically mentions that “they’re obviously
making an awful lot [of money] from somewhere
else.”22 This explains why Toni Braxton declared bank-
ruptcy in 1998 after selling $188 million worth of CDs:
Her recording contract only paid her 35 cents per
album, which was not enough to cover the labels’
advances.23 The more successful artists also argue that
labels should not use section 2855(b) to force them to
pay for the risks labels take on untested bands, saying
that the labels simply should be more careful before
giving a new band a record deal.24 Courtney Love sees
the 95 percent “failure” rate as a result of indiscriminate
overproduction: “Of the 32,000 new releases each year,
only 250 sell more than 10,000 copies. And less than 30
go platinum.”25 While labels will drop unprofitable
artists, artists cannot “fire” the labels, and in an indus-
try where platinum artists declare bankruptcy, it is
understandable that the artists who have achieved
enough success to recoup their losses and earn their
labels some money want some freedom to get out of
their very long and often exploitative agreements. 

the required service prior to the date
specified in the notice provided in
paragraph (1), the party damaged by the
failure shall have the right to recover dam-
ages for each phonorecord as to which that
party has failed to render service. . . .7

Thus, under the new amendment to section 2855, if
an artist cannot produce the required number of albums
in seven years and wishes to withdraw from the agree-
ment, the label may sue for damages for the uncomplet-
ed albums. No other Californians are subject to this
exception.8 This threat of damages has forced artists to
renegotiate their contracts at best; none have been able
to successfully terminate their contracts under the
seven-year rule,9 and no California cases have been
reported in the past decade that involve the seven-year
statute.10 Those artists that have tried to challenge the
rule, such as Don Henley11 and Metallica,12 have even-
tually settled out of court.

In September 2001, the California legislature held
an informational hearing to determine how to ease
some of the increasing tensions between artists and the
labels that have arisen from subdivision (b). Label rep-
resentatives argued that subdivision (b) is necessary to
accommodate the unique nature of the industry. Miles
Copeland of I.R.S. Records argued that the statute treats
both sides fairly, stating that although the record indus-
try grossed over $41 billion in 2000, much of that turns
into the millions of dollars that labels have to spend to
develop new artists, most of whom are never
profitable.13 He distinguished the industry from bank-
ing, noting that the labels “invest millions of dollars in
artists and at the end of it if it doesn’t work, they walk,
we’re stuck holding the bag.”14 The label executives
pointed out that bigger-name artists will often let time
go by without making records and claim that if their
contracts are dissolved after seven years, they will have
no incentive to support an operation in which only 5
percent of their artists ever make a profit.15

The artists argued that the recording industry’s
practices are no different from those of the movie stu-
dios that section 2855 was designed to temper and that

“The artists’ concerns go beyond time
issues; they boil down to industry
intricacies that can leave a hit-maker
homeless. After taxes, the typical band
would be better off if the members
instead worked at a 7-Eleven.”



The issue may be out of the control of the California
legislature for now, because Courtney Love, a particu-
larly vocal artist, has finally succeeded in getting her
case on the court docket.  By presenting arguments that
section 2855(b) is unconstitutional, her case threatens to
turn the record industry on its head. Courtney Love
and her band Hole, upset at the lack of promotion
given to their last album, Celebrity Skin, refused to make
any more records for DGC, an offshoot of Geffen
Records. When DGC responded with a lawsuit under
section 2855(b), charging Love with breach of her 1992
contract that required five more albums, Love counter-
sued in Geffen Records Inc. v. Love.26 At the heart of her
suit is a mission to overturn the subdivision (b) exemp-
tion from the California seven-year law.27 In a shocking
blow to the labels, Judge Fumiko Wasserman ruled on
October 4, 2001 that Love could proceed in her action to
get declaratory relief on her claim that section 2855(b) is
unconstitutional in practice, as well as on the charge
that section 2855(b) makes calculating lost profits (in
Love’s case, over $17 million) too speculative.28

Love suggests that section 2855(b) is unconstitu-
tional because it imposes involuntary servitude on the
artist and violates the Equal Protection Clause under
the Fourteenth Amendment.29 Universal Music Group
(UMG), Geffen’s parent company, seeks not only a very
large amount of damages, but also a negative injunction
against Love, which she argues “would effectively force
[her] to work for [the label] until the five allegedly
‘required’ LPs are delivered.”30 Even if the artist leaves
for a new company, Love adds, he or she is still forced
in effect to work for the record company, because any
profits under a new agreement would be given to the
old company as part of the “speculative” damages.31

Thus section 2855(b) effectively nullifies the California
legislature’s purposes for enacting section 2855(a), as
the artist will be forced in some way to serve the label
beyond seven years. Love also argues that section
2855(b) violates equal protection by imposing contrac-
tual damages and strict liability on recording artists,
with no rational relation to a legitimate governmental
interest.32 “[T]his penalizes the artist for invoking statu-
tory rights under 2855(a), and subjects the artist to coer-
cion amounting to involuntary servitude.”33

Geffen Records, Inc. v. Love, although at an early
stage, presents a major legal threat to the record indus-
try. “No case like this has ever gone to trial,” says attor-
ney Don Engel, who has represented artists in similar
suits.34 Cappello agrees, dismissing UMG’s argument
that section 2855(b) has been enforced since its enact-
ment: “The statute has not ‘been enforced’ judicially
because recording artists have simply caved in to
threats . . . i.e., of ruinous lost profit damages.”35 How-
ever, Love’s situation is different from that of other
artists; she has plenty of money from her late husband
Kurt Cobain’s Nirvana catalog, as well as from a few
successful films in which she has starred, and she is
aggressively committed to the fight.

If Love succeeds in her suit, the result could be cat-
astrophic for the recording industry as we know it.
Such a precedent could potentially allow hundreds of
artists to leave their agreements with their record labels
and in turn take advantage of opportunities through the
Internet.36 The current nature of the music industry has
led many artists to grow restless, believing that they do
not need the major labels because the Internet intrinsi-
cally contains new ways to distribute and market
music. If most artists will never make money off their
music anyway, many figure that they can at least get
their music out to their fans without being “indentured
servants” to the music industry.37 Love, speaking at the
Digital Hollywood Online Entertainment Conference,
emphatically illustrated the desperation that many feel:
“[I will] allow millions of people to get my music for
nothing if they want and hopefully they’ll be kind
enough to leave a tip if they like it.”38 In addition, if
fans want better-quality recordings than those that are
available online, artists can sell CDs to them directly
over the Internet without having to use a “gatekeep-
er.”39 The artists would then be able to sell and distrib-
ute their music to consumers at much lower prices than
the big labels were offering, while these artists could
simultaneously potentially earn millions of dollars
more than they had before.40 Thus, under such a sys-
tem, the labels’ arguments about piracy become virtual-
ly moot, as they may never get the right to distribute
new music in the first place.

Love’s success would not only allow some artists to
try and reap the benefits of the Internet, but it could
benefit all recording artists by ensuring that they will be
treated like all others under contracts for personal serv-
ice in California. According to Love, a ruling in her
favor will: 

. . . allow all recording artists to exercise
their statutory right to terminate a con-
tract after seven years without the
threat of damages; give them the right
to pursue their lawful profession free
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leverage than ever before. A revolution in the music
industry is almost certain now, and it will be the
responsibility of lawmakers to ensure that it results in
the greatest good for those at the heart of the industry,
if the industry is to survive.

Addendum
Less than a week after this article was completed, Califor-

nia state Senator Kevin Murray shook the music industry by
introducing a bill known as S.1246 in the California legisla-
ture. The bill, which has been supported by some serious
players (including the AFL-CIO), is designed to repeal the
1987 amendment to section 2855 of the California Labor
Code. The bill’s intended effect is in essence the same goal
that Love is pursuing in her lawsuit.44 The bill includes a
prohibition of waiver of the seven-year limitation, and it
would delete the provisions regarding the production of
phonorecords. In other words, the seven-year statute would
apply to all workers in California, regardless of their choice of
occupation; thus any Californian who is a party to any per-
sonal service contract may void the contract after seven
years, “without exception or repercussions.”45 What makes
the situation more serious for the record industry is that the
issue has spiraled beyond California and drawn the attention
of lawmakers in other states. For example, Representative
John Conyers of Michigan recently announced his support
for the recording artists’ agenda, explaining that if Senator
Murray “is successful in repealing the exemption, the labels
have threatened to simply shift these contracts to other states.
That is why I am planning to introduce legislation that [will]
provide federal standards as a backstop and help us avoid a
race to the bottom between the states.”46

Labels continue to argue that if the seven-year statute is
repealed, more money will be channeled into supporting top-
selling artists, leaving less money for new artist development.
Many record label executives believe that the bill could seri-
ously damage the record industry itself. Most debate has cen-
tered on the two major issues of damages and “tacking,” or
considering a substantial negotiation to restart the seven-year
clock, with no set position taken on either issue by either side.
To date, attempts at compromise have failed.

For now, hopes that artists had of resolving the argu-
ments in court have been dashed; Judge Wasserman threw
out the element of Courtney Love’s claim that implicated the
seven-year statute for treating recording artists unfairly. The
decision of May 30 still allowed Love’s other claims of breach
of contract, breach of fiduciary duty, fraud and faulty
accounting. Love’s attorney maintains the argument that sec-
tion 2855(b) of the California Labor Code is unconstitutional
and is prepared to appeal the dismissal of the seven-year
claim at the close of the trial.47 The court set the trial for June
11, barring settlement beforehand.

from unlawful restraints; end their
recording companies’ standardized sys-
tem of routine breaches of contract and
fraud; and, prevent their recording
companies from obtaining unfair and
unlawful benefits for the artists’ works
without proper compensation.41

However, Love’s dream may just be wishful think-
ing, no matter who wins. Although Love is pushing to
make the California seven-year limitation a model for
federal law, until a federal law is enacted, record labels
have 49 other states in which they can operate their
businesses.42 Many labels already have offices outside
of California. There is no seven-year rule in New York,
for example, so labels may assume that if the exemption
is repealed, they will just offer contracts out of the New
York offices. Also, the California legislature gives a lot
of deference to the entertainment industry, which in the
last decade has become the state’s largest.43 Therefore,
the circumstances suggest that a group of renegade
artists will likely have a difficult time persuading the
legislature to pass something that could send part of the
industry out of California to New York.

However, the U.S. Congress may hear the plight of
the artists and take on the issue. Finding the right solu-
tion will be extremely difficult, as Congress must weigh
both the labels’ concerns, such as piracy and unprof-
itable artists, against the artists’ concerns, such as the
loss of control of their copyrights and unconscionable
contract terms. The best resolution will look to what is
best overall for those who are at the heart of the music
industry, the artists themselves. If Congress becomes
involved in this discussion, it must examine the music
industry’s practices very carefully to determine just
how unfair the typical recording agreement is, and then
craft a bill designed to equalize the bargaining power
between major labels and wannabe pop stars. Congress
must also encourage labels to take more internal
responsibility for awarding excessive numbers of deals.
However, if too much control is given to the artists, the
label system may be obliterated. While to some this
may be good riddance, oftentimes the label system is
vital to artists starting out who cannot even afford to
host a Web site and who cannot rely on soulful ballads
to get bank officers to give them loans to finance their
recordings. 

As millions of Americans buy and download music
every day, the ultimate future of the music industry in
the wake of a challenge to section 2855(b) in the courts
is unclear. Considering the other potentially dangerous
issues the industry faces as technology advances, law-
makers must immediately tune in to the struggle and
hear the voices of the artists, who may now have more
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The Right of Privacy:
The Three Stooges Teach Tiger Woods a Lesson
By Timothy B. Parlin and Martin D. Edel

In right-of-publicity cases, when a case is on the borderline between “news” and “entertainment” on the one hand
and “commercialization of an athlete’s persona” on the other hand, the court should focus on exactly what is
alleged to be the “message” of the defendant’s use. If the property right inherent in the athlete’s identity is merely
used as a vehicle to attract attention to the defendant’s news or entertainment “message,” then the property rights
of the right of publicity should outweigh the claim to free speech. The argument that the athlete’s identity is partic-
ularly well suited as an involuntary vehicle for the constitutionally protected “message” should be rejected.1

This article proposes that in right-of-publicity cases,
courts should reject any absolutist approach either to
the First Amendment or to the right of publicity.
Instead, a court must balance the competing concerns
through a more objective analysis than that applied by
the Comedy III court. The test we propose would borrow
additional elements from intellectual property law to
protect the commercial value of a public figure, such as
Tiger Woods, while minimizing the intrusion upon the
tenets of the First Amendment.

Applying the proposed test to the facts of Jireh Pub-
lishing, we conclude that affirmation of the District
Court’s decision concerning the reproduction of Rick
Rush’s original work of art would have a detrimental
economic impact on the ability of sports stars like Tiger
Woods to control their publicity rights—rights in which
they have so heavily invested. 

ETW Corp. v. Jireh Publishing

Factual Background

Plaintiff ETW Corp. (“ETW”) brought an action
against Jireh after Jireh sold a print allegedly using the
name, image or likeness of Tiger Woods.9 ETW alleged,
inter alia, a violation of Tiger Woods’ right of publicity
in violation of Ohio common law.10

ETW (the name is derived from Tigers Woods’ ini-
tials) was incorporated in 1996 to control and manage
Tiger Woods’ name, image, likeness, marks and right of
publicity.11 Tiger Woods assigned to ETW the exclusive
right to use his image, likeness, signature and all other
publicity rights.12 In 1998, ETW received U.S. Trade-
mark Registration No. 2,194,381 for the mark “TIGER
WOODS” for use in connection with “art prints, calen-
dars, mounted photographs, notebooks, pencils,
posters, trading cards and unmounted photographs.”13

Nike is perhaps the company most associated with
Tiger Woods and, pursuant to a license, has used
Woods’ name and likeness in connection with, among
other things, golf equipment, clothing,14 posters bearing
Tiger Woods’ likeness, including various posters featur-

Introduction
The District Court in ETW Corp. v. Jireh Publishing,

Inc.2 held that a painting created by “sports artist” Rick
Rush, which consisted of a montage of likenesses of
professional golfer Eldridge “Tiger” Woods and was
reproduced in 5,000 prints3 without Woods’ consent,
was a work of art and therefore protected under the
First Amendment. This case, which is presently sub
judice before the U. S. Court of Appeals for the Sixth
Circuit,4 presents a potential conflict between Tiger
Woods’ right to protect the value of his name and the
First Amendment right of Rick Rush to use Tiger
Woods’ likeness as an expressive work on original art
and reproductions.5

In an opinion released 13 months after the District
Court’s opinion in Jireh Publishing, the California
Supreme Court in Comedy III Productions, Inc. v. Gary
Saderup, Inc.,6 rejected the District Court’s absolutist
approach. It held that the right of publicity and the First
Amendment are not absolute. Instead, the California
Supreme Court balanced the right of publicity against
the protections of the First Amendment. Borrowing
from copyright’s fair use defense, Comedy III held that
when an artist is confronted with a right-of-publicity
challenge, the artist may raise an affirmative defense
that the work is protected by the First Amendment to
claim that the work contains significant transformative
elements or that the value of the work does not derive
primarily from the depicted celebrity’s fame.7 The court
explained: “[W]hen a work contains significant trans-
formative elements, it is not only especially worthy of
First Amendment protection, but it is also less likely to
interfere with the economic interests protected by the
right of publicity.”8

This standard provides an initial, but incomplete,
framework for analyzing the inherent tension between
the First Amendment and the right of publicity. The
Comedy III court places too much weight on the subjec-
tive opinions of courts regarding whether or not an
artist has brought sufficient creative elements to bear, in
order to satisfy the transformative test. 



ing photographs of Tiger Woods at different stages of
his renowned golf swing15 and an art print of a painting
entitled “Masterpiece,” featuring Tiger Woods holding
the position at the end of his swing during a critical
moment in the 1997 Masters.16

Jireh is the exclusive publisher for the artwork of
“sports artist” Rick Rush.17 Rush created the print enti-
tled “The Masters of Augusta.” The print features a
montage of the likenesses of Tiger Woods and is accom-
panied by a narrative that characterizes it as featuring
Tiger Woods in the center “displaying that awesome
swing” and flanked “by his caddie . . . and final round
player partner’s caddie . . . ”18 Several prior winners at
Augusta, notably Arnold Palmer and Jack Nicklaus,
appear as images in the background in front of a leader
scoreboard. The bottom of the print contains the lan-
guage, “The Masters of Augusta,” “Rick Rush,” and
“Painting America through Sports.”19 Mr. Rush’s signa-
ture appears in the bottom right corner of the print. In
another insert, Jireh certifies that it is a “limited edi-
tion” print. The outside of the white envelope contain-
ing the print has in large letters, “Rick Rush—Painting
America Through Sports” and a very large duplication
of Rush’s signature. Under the back flap of the enve-
lope are the words in smaller print, “Masters of Augus-
ta, Tiger Woods.”20

Rush has been painting America through sports for
over 25 years. His works have featured sports legends
such as Michael Jordan, Magic Johnson, Sammy Sosa,
Mark McGwire and Jack Nicklaus.21 In some instances,
Jireh obtained licenses for the use of the images of the
celebrities in its commercial prints, and sometimes it
did not.22 However, in the case of ETW, Jireh not only
failed to obtain a license for the use of the likeness of
Tiger Woods, but also misrepresented to its own distrib-
utors that it had, in fact, obtained such a license for the
use of his image in the “Masters of Augusta.”23 

District Court Opinion

The District Court determined that the issue was
whether Rick Rush’s print was a form of speech pro-
tected by the First Amendment.24 The court began its
analysis by discussing Ohio’s common-law recognition
of the right of privacy as found in Zacchini v. Scripps-
Howard Broadcasting Co.25 Quoting Zacchini, the District
Court noted that, “[o]ne who appropriates to his own
use or benefit the name or likeness of another is subject
to liability to the other for invasion of his privacy, and
the use or benefit need not be necessarily commer-
cial.”26

The District Court also noted that the right of pub-
licity was limited by the First Amendment.27 The court
discussed three cases cited by ETW that involved claims

alleging protection by the First Amendment,28 and
determined that they provided little guidance toward
resolving the issue before the court.29

Next, the District Court addressed the issue of com-
mercial speech. The court concluded that the artwork at
issue, with its accompanying narrative, was a type of
expression traditionally protected by the First Amend-
ment. The Court found the fact that the print was sold
was irrelevant to whether First Amendment protection
was warranted.30

Finally, the District Court addressed ETW’s argu-
ment that its case was similar to National Football League
Properties v. Playoff Corp (“NFL Properties”).31 NFL Prop-
erties was a trademark infringement case involving a
plan to market football trading cards. The District Court
in Jireh noted that the NFL Properties court rejected a
defense of newsworthiness,32 holding that to permit the
defense would “allow any infringer to deliver ‘news-
worthy’ information on a T-shirt or other commercial
article while at the same time displaying trademarks
belonging to another. . . .”33 The Jireh District Court con-
cluded that “[d]efendant herein does not pretend to
deliver newsworthy information via a T-shirt but,
rather, seeks to create an art print expressing his own
original message.”34 It distinguished the NFL Properties
decision and upheld Jireh’s constitutional claim. The
District Court granted Jireh’s motion for summary
judgment on the right-of-publicity claim.35

Comedy III Productions v. Saderup

Factual Background and Lower Court Decisions

Comedy III Productions owns the rights to images
of the comedy act known as The Three Stooges, which
performed in vaudeville and in movie shorts from the
1920s to the 1940s.36 Gary Saderup is an artist who has
created charcoal drawings of celebrities for over 25
years.37 Through his company, Gary Saderup, Inc.,
Saderup reproduces these charcoal drawings both as
lithographic prints and as silkscreen images on T-
shirts.38

Gary Saderup, Inc., without the consent of Comedy
III, reproduced and sold Saderup’s charcoal drawings
of The Three Stooges for lithograph prints and T-
shirts.39 As noted by the California Supreme Court,
“[t]hese lithographs and T-shirts did not constitute an
advertisement, endorsement, or sponsorship of any
product.”40 Comedy III brought suit against Saderup
and Gary Saderup, Inc., seeking damages and injunc-
tive relief for violation of California’s right of publicity
under California Civil Code section 990, and for related
business torts.41
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found, Saderup’s portraits of The Three
Stooges are expressive works and not
an advertisement for or endorsement of
a product. Although his work was done
for financial gain, “[t]he First Amend-
ment is not limited to those who pub-
lish without charge. . . . [An expressive
activity] does not lose its constitutional
protection because it is undertaken for
profit.”49

The court found that the First Amendment issue
concerning expressive works was a difficult one:

The tension between the right of pub-
licity and the First Amendment is high-
lighted by recalling the two distinct,
commonly acknowledged purposes of
the latter. First, “to preserve an unin-
hibited marketplace of ideas” and to
repel efforts to limit the “uninhibited,
robust and wide-open debate on public
issues” (citation omitted). Second, to
foster a “fundamental respect for indi-
vidual development and self-realiza-
tion.”50

The Court recognized that the right of publicity
could hinder both of these important purposes.51

Because celebrities influence and affect society, the use
of their likenesses may be important for uninhibited
debate about public issues.52 Therefore, “the right of
publicity has the potential of censoring significant
expression by suppressing alternative versions of
celebrity images that are iconoclastic, irreverent, or oth-
erwise attempt to redefine the celebrity’s meaning.”53

The court went on to state, however, that “[t]he right of
publicity derived from public prominence does not con-
fer a shield to ward off caricature, parody and satire.
Rather prominence invites creative comment.”54

The court also noted that the threat to freedom of
speech does not, by itself, abrogate the need to protect
the right of publicity. Indeed, the court wrote that “hav-
ing recognized the high degree of First Amendment
protection for noncommercial speech about celebrities,
we need not conclude that all expression that trenches
on the right of publicity receives such protection.”55 The
court analogized the right of publicity to copyright, in
that it offers protection to a form of intellectual proper-
ty deemed by society to have some social utility.56

Often considerable money, time and
energy are needed to develop one’s
prominence in a particular field. Years
of labor may be required before one’s
skill, reputation, notoriety or virtues are
sufficiently developed to permit an eco-
nomic return through some medium of

Former section 990 of the California Civil Code,
subsequently renumbered, with amendments, as Cali-
fornia Civil Code section 3344.1, provides:

[A]ny person who uses a deceased per-
sonality’s name, voice, signature, pho-
tograph, or likeness, in any manner, on
or in products, merchandise, or goods,
or for purposes of advertising or selling
or soliciting purchases of, products,
merchandise, goods, or services, with-
out prior consent from the person or
persons specified in subdivision (c),
shall be liable for any damages sus-
tained by the person or persons injured
as a result thereof.

The trial court found for Comedy III, ruling that
Saderup’s lithographs and T-shirts were “not protected
by the First Amendment.”42 The court also entered
judgment against Saderup for the $75,000 in Saderup’s
profits, plus attorneys’ fees of $150,000.43 The court
issued a permanent injunction restraining Saderup from
violating the statute by use of any likeness of The Three
Stooges in lithographs, T-shirts, “or any other medium
by which [Saderup’s] art work may be sold or market-
ed.”44 The injunction further prohibited Saderup from
“[c]reating, producing, reproducing, copying, distribut-
ing, selling or exhibiting any lithographs, prints,
posters, t-shirts, buttons, or other goods, products or
merchandise of any kind, bearing the photograph,
image, face, symbols, trademarks, likeness, name, voice
or signature of The Three Stooges or any of the individ-
ual members of The Three Stooges.”45 The sole excep-
tion to the injunction was Saderup’s original charcoal
drawing from which the reproductions at issue were
made. Saderup appealed.46

The Court of Appeals struck down the injunction,
but otherwise affirmed the judgment as modified,
upholding the award of damages, attorneys’ fees and
costs.47 The Court of Appeals rejected Saderup’s con-
tention that his conduct did not violate the terms of the
statute and, in any event, was protected by the constitu-
tional guaranty of freedom of speech.48

California Supreme Court Opinion

The California Supreme Court affirmed, holding
that Saderup’s conduct violated Comedy III’s right of
publicity.

The court framed the issue as the tension between
the right of publicity and the First Amendment protec-
tion for expressive work. The court rejected the notion
that the T-shirts were forms of commercial speech. It
wrote: 

[T]he present case does not concern
commercial speech. As the trial court



commercial promotion. For some, the
investment may eventually create con-
siderable commercial value in one’s
identity.57

Finding that few courts had attempted to reconcile
the right of publicity and the First Amendment, the
court elected to follow those decisions that concluded
“that depictions of celebrities amounting to little more
than the appropriation of the celebrity’s economic value
are not protected expression under the First Amend-
ment.”58 The court looked to Zacchini,59 where the U.S.
Supreme Court addressed the right of publicity. In Zac-
chini, the defendant television station appropriated the
plaintiff’s entire human cannonball act. The Supreme
Court rejected the defendant’s argument that federal
copyright or patent law would preempt the plaintiff’s
right of publicity claim under Ohio common law. The
Court held that the First Amendment does not provide
a safe harbor for every misappropriating act, and
would not protect the defendant’s acts, which constitut-
ed a free ride on plaintiff’s goodwill.

Guglielmi,60 the second case relied upon by the Cali-
fornia Supreme Court, also applied a balancing test. In
that case, the defendants produced a fictional film
based on a deceased personality’s life without his heirs’
consent. The court distinguished between appropriation
of celebrity likenesses that were protected under the
First Amendment from those that were unprotected by
balancing the competing interest: “[A]n action for
infringement of the right of publicity can be maintained
only if the proprietary interests at issue clearly out-
weigh the value of free expression in this context.”61

In addressing the District Court’s decision in Jireh
Publishing, the court stated that, “[w]e disagree with the
ETW Corp. court if its holding is taken to mean that
any work of art, however much it trespasses on the
right of publicity and however much it lacks additional
creative elements, is categorically shielded from liability
by the First Amendment.”62

In formulating “a balancing test between the First
Amendment and the right of publicity,” the California
Supreme Court rejected suggestions for a “wholesale
importation” into publicity law of the fair use defense
from copyright law.63 But the court did find the first of
the four statutory fair use factors, “the purpose and
character use,”64 to be pertinent and it selected one
inquiry under the first factor, whether a work is “trans-
formative,” as “necessarily at the heart of any judicial
attempt to square the right of publicity with the First
Amendment.”65 The question was whether the artist
had produced “literal, conventional depictions” or,
rather, had added “significant creative elements.”66

In deciding whether a work is sufficiently transfor-
mative, the court suggested that a trial court inquire
further into whether “the marketability and economic
value of the challenged work derive primarily from the
fame of the celebrity depicted.”67

If this question is answered in the nega-
tive, then there would generally be no
actionable right of publicity. When the
value of the work comes principally
from some source other than the fame
of the celebrity—from the creativity,
skill, and reputation of the artist—it
may be presumed that sufficient trans-
formative elements are present to war-
rant First Amendment protection. If the
question is answered in the affirmative,
however, it does not necessarily follow
that the work is without First Amend-
ment protection—it may still be a trans-
formative work.68

Applying the transformative test, the court exam-
ined whether Saderup had introduced significant trans-
formative elements to the image of The Three Stooges
when he created the lithographs and T-shirts. The Cali-
fornia Supreme Court concluded that those creative ele-
ments added by Saderup were not significant enough to
overcome the right of publicity. The court found that
the value of the works that Saderup had sold resided
mainly in the fame of The Three Stooges, and thus were
not entitled to First Amendment protection. If
Saderup’s depictions were protected by the First
Amendment, then, the court stated, “we cannot per-
ceive how the right of publicity would remain a viable
right other than in cases of falsified celebrity endorse-
ments.”69 The court stated that it was not imposing lia-
bility on “all reproductions of celebrity portraits” and
said it might well protect “the [s]ilkscreens of Andy
Warhol.”70 Acknowledging that its distinction “will
sometimes be subtle,” the court said, however, that it
would be “no more so than other distinctions triers of
fact are called on to make in First Amendment jurispru-
dence.”71 If Saderup wished to continue to depict The
Three Stooges in his work, he needed to obtain the con-
sent of Comedy III.72

Analysis

The Right of Publicity 

The right of publicity finds its roots in the right of
privacy. The privacy doctrine first was articulated over
100 years ago by Louis Brandeis and Samuel Warren.73

In 1953, the right of publicity first emerged as an inde-
pendent doctrine. In Haelan Laboratories, Inc. v. Topps
Chewing Gum, Inc.,74 the plaintiff acquired from the

28 NYSBA Entertainment, Arts and Sports Law Journal |  Summer 2002  |  Vol. 13  | No. 2



NYSBA Entertainment, Arts and Sports Law Journal |  Summer 2002  |  Vol. 13  | No. 2 29

often authorize or license others to use their names and
images on or in connection with products, including
photographs, posters or other images of the athlete.82

The First Amendment Does Not Enjoy Absolute
Protection

The First Amendment of the U.S. Constitution pro-
vides that “Congress shall make no law . . . abridging
the freedom of speech.”83 By virtue of the Fourteenth
Amendment, states are also prohibited from abridging
speech.84 These protections extend not only to pure
speech,85 but also to symbolic speech, including expres-
sive conduct.86 Similarly, the Supreme Court has made
it plain that the “commercial” nature of speech does not
by itself reduce First Amendment protection.87

While the First Amendment’s guarantee of free
speech has been hailed as a hallmark of a free society, it
is not without limits.88 The Supreme Court has
endorsed the notion that all speech is not equal. In
Ashcroft v. The Free Speech Coalition,89 Justice Kennedy
recently found that: “As a general principle, the First
Amendment bars the government from dictating what
we see or read or speak or hear. The freedom of speech
has its limits; it does not embrace certain categories of
speech, including defamation, incitement, obscenity,
and pornography produced with real children.”90

Thus, courts must face the inherent tension between
protecting a person’s right to control the commercial
exploitation of his or her likeness and the societal right
of free expression,91 without any absolutist notion.
Courts recognize that the right of publicity must be
superceded by recognized First Amendment protec-
tions, such as the free dissemination of news reporting,
social or political commentary, parody, satire, artistic
creation and matters of public interest in a newspaper,
newscast, book, magazine, motion picture and other
like media.92

However, these protected rights are not raised
merely by claiming “newsworthiness” or “parody.” In a
form of balancing, lower courts often have concluded,
for example, that reproductions of original art are not,
without more, transformed into protected speech..93 In
short, there is no blanket First Amendment exception to
the right of publicity. 

Proposed Right-of-Publicity Holder’s Test

There is an inherent tension between expressive
and intellectual property rights because those who
would cloak themselves in the First Amendment often
wish to use someone else’s intellectual property to com-
municate their “messages.” 

The Supreme Court balanced the need to prevent
theft of goodwill with the dual purposes of the First

baseball players the right to use their photographs in
connection with the sale of its chewing gum. The defen-
dant obtained rights similar to those of the plaintiff
from a publishing company. The Second Circuit held
that the defendant violated the baseball player’s right
of privacy:

We think that in addition to and inde-
pendent of that right of privacy . . . a
man has a right in the publicity value
of his photograph, i.e., the right to grant
the exclusive privilege of publishing his
picture, and that such a grant may
validly be made “in gross,” i.e., without
an accompanying grant of a business or
of anything else. . . . This right might be
called the “right of publicity.” For it is
common knowledge that many promi-
nent persons (especially actors and ball-
players), far from having their feelings
bruised through public exposure of
their likenesses, would feel sorely
deprived if they no longer received
money for authorizing advertisements,
popularizing their countenances, dis-
played in newspapers, magazines,
buses, trains and subways.75

Since its recognition in Topps, the right of publicity
has gained acceptance. Today, at least 25 states have
adopted some form of statutory or common-law right
of publicity protection. 76

The right of publicity is based on sound policy
motives: To afford an individual the right to control his
or her identity as property and as a means for efficient-
ly allocating resources. Thus, if one may control his or
her identity by becoming famous, the law may encour-
age individuals to undertake “socially enriching”
behavior to enter “the public eye.”77 A property right
flows from an athlete’s efforts to create marketable
value in his other persona.78 The right of publicity is
“analogous” to a commercial entity’s right to profit
from the “goodwill” it has built up in its name.”79

An athlete’s right of publicity is not limited to his
or her name, image or likeness.80 Rather, the right of
publicity protects the athlete from the unauthorized
appropriation of his or her other identity, regardless of
how the athlete’s identity is conjured up in the public’s
eye. For instance, a right of publicity claim has been
recognized for the misappropriation of a celebrity’s
catch phrase, voice, mannerisms and even ownership of
a race car.81 The athlete has the right to protect against
an unauthorized exploitation of his or her identity,
regardless of the means used. This right has become
particularly important to professional athletes, who



Amendment. In Zacchini, the Court found the balance
dependent on the facts of the case. It held that Ohio
could enforce Zacchini’s right of publicity without run-
ning afoul of the First Amendment. 

The District Court in Jireh Publishing failed to apply
any balancing test. Instead, it created a blanket First
Amendment exception to the right of publicity whenev-
er an artist or publisher claims freedom of expression.
The District Court failed to note that every court to con-
sider this issue has recognized that “the First Amend-
ment is not a license to trammel on legally recognized
rights in intellectual property,” otherwise, one could
legally infringe upon intellectual property on “free
speech” grounds, thereby usurping the law of copy-
right, trademark and other intellectual property
jurisprudence.94 The First Amendment is not a shibbo-
leth for encompassing every image of a newsworthy
public figure.95 Indeed, the Supreme Court has found
that the mere fact that a defendant “claims an expres-
sive, as opposed to a purely commercial, purpose does
not give it a First Amendment right to ‘appropriat[e] to
itself the harvest of those who have sown.’”96

Copyright Threshold

The Supreme Court’s decision in Zacchini forms a
useful starting point for resolving the tension between
the right of publicity and the First Amendment. The
Zacchini court recognized that the goals of the right of
publicity were similar to the universally accepted goals
of the patent and copyright laws.97 The Court conclud-
ed that:

The Constitution no more prevents a
State from requiring respondent to
compensate petitioner for broadcasting
his act on television than it would priv-
ilege respondent to film and broadcast
a copyrighted work with liability to the
copyright owner, [citations omitted], or
to film and broadcast a prize fight,
[citations omitted], or a baseball game,
[citations omitted], where the promot-
ers or the participants had other plans
for publicizing the event.98

In applying the appropriate balancing test, a court
must apply a series of neutral objective factors. We dis-
agree, however, with the California Supreme Court that
the transformative test “does not express a value judg-
ment or preference for one type of depiction over
another.”99 To the contrary, the transformative test has
the potential for abuse. Under the standard of “con-
tribut[ing] something more than a ‘merely trivial’ varia-
tion” and “[creating] something recognizably his own”
in order to qualify for legal protection,100 courts could,
under the guise of protecting the right of publicity,

invade the First Amendment rights of persons with
whom they do not agree.

Additional elements from copyright law should be
imported to clarify and strengthen the transformative
test, thereby minimizing the impact of the transforma-
tive test’s subjective element, specifically, the 1976
Copyright statute definition of a “work of visual art”:
“(1) a painting, drawing, print, or sculpture, existing in
a single copy, in a limited edition of 200 copies or
fewer that are signed and consecutively numbered by
the author . . . “101

Additionally, while we agree with the California
Supreme Court “that a wholesale importation of the fair
use doctrine into right of publicity law would not be
advisable,”102 the court failed to apply the fourth fair
use factor—the effect of the use upon the potential mar-
ket for or value of the copyrighted work.103 Instead, the
Comedy III court dismissed its application by noting that
an “independent inquiry into whether or not that work
is cutting into the market for the celebrity’s images—
something that might be particularly difficult to ascer-
tain in the right of publicity context—appears to be
irrelevant.”104 We posit that this inquiry would be no
more difficult to ascertain than “the likelihood of confu-
sion” test employed for infringement claims. As the
California Supreme Court noted, the distinction
between significant transformative or creative contribu-
tion “will sometimes be subtle.”105 Accordingly, the
fourth factor—the economic impact on the potential
market—will adequately protect the right-of-publicity
holder’s interest in monopolizing the merchandising
interest of an athlete’s image, without unduly imping-
ing upon the alleged infringer’s right of free expression.

Based upon the foregoing, we propose the follow-
ing test in right-of-publicity cases involving allegations
of appropriating the commercial value of an athlete’s
identity where there is a First Amendment affirmative
defense: 

1) Is there a single item that uses the athlete’s
image? If the answer is yes, then there is an
overwhelming presumption that the item is a
“work of art” and therefore is entitled to First
Amendment protection, and the inquiry stops
here. If the answer is no, the inquiry continues.

2) If the item that uses the athlete’s image appears
in a limited edition of 200 copies or fewer, are
the copies signed and consecutively numbered
by the author? If so, there is a presumption in
favor of the First Amendment. However, this
presumption is not dispositive. The court must
proceed to the next step and analyze the “trans-
formative” factors. If the item using the celebri-
ty’s image appears in more than 200 copies,
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and another 250 seriographs at a retail price of $700
each.108 Therefore, a presumption of a violation of the
athlete’s right of publicity exists, which can be rebutted
by either the “transformative” test or the “economic
effect” test.

Transformative/Economic Effect Test

Comparing Nike’s “Masterpiece,” featuring Tiger
Woods holding the position at the end of his swing dur-
ing a critical moment in the 1997 Masters, with Rush’s
“Masters of Augusta,” one would be hard-pressed not
to notice the similarity between the licensed product
and that of Rush. As the District Court noted in Estate of
Elvis Presley v. Russen, “entertainment that is merely a
copy or imitation, even if skillfully and accurately car-
ried out, does not really have its own creative compo-
nent and does not have significant value as pure
entertainment.”109 As for the economic effect test,
Jireh’s customers testified that the value of the poster
lay in its “recognizable depiction of Tiger Woods rather
than its artistic quality.”110 As the California Supreme
Court noted, “[w]hen the value of the work comes prin-
cipally from some source other than the fame of the
celebrity—from the creativity, skill, and reputation of
the artist—it may be presumed that sufficient transfor-
mative elements are present to warrant First Amend-
ment protection.”111 Such is the case before the Sixth
Circuit.

Potential Market Effect

No evidence was adduced in this case as to the
potential market effect of Rick Rush’s work. One can
posit, however, that in light of the above testimony of
Jireh’s customers, that there is a risk that “Masters of
Augusta” will serve as a substitute or replacement for
Nike’s licensed product, “Masterpiece.” Accordingly,
there would be a presumption against Rick Rush’s fair
use, thereby stripping “Masters of Augusta” of First
Amendment protection. 

Conclusion
Affirmation of the District Court’s decision that the

First Amendment trumps the right of publicity in all
cases not only is inconsistent with existing law, but also
would have a detrimental impact upon the right of
publicity in that celebrities and professional athletes
would be precluded from exerting control over future
uses of the publicity rights in which they have so heavi-
ly invested. If this opinion should stand, celebrities and
professional athletes will not be able to exercise control
over their personas, images and likenesses. As a result,
the protections afforded to these individuals, including
the right-of-publicity and those afforded under section
43 of the Lanham Act, will be swallowed.

there is a presumption that the work violates the
celebrity’s right of publicity, which can be
rebutted by either the “transformative” test or
the “economic effect” test.

3) If the item using the athlete’s image appears in
more than 200 copies, the alleged infringer may
raise as an affirmative defense that the item con-
tains significant transformative elements or that
the value of the work does not derive primarily
from the athlete’s fame. The inquiry for the court
is whether the item containing the athlete’s like-
ness has been so transformed, that it has tran-
scended the likeness of the celebrity and has
become the alleged infringer’s own expression.
However, if the value of the work comes prima-
rily from the fame of the athlete depicted, the
presumption is that there may not be First
Amendment protection, and the court must pro-
ceed to the fourth step.

4) In cases where the court is wrestling with the
distinction between significant transformative or
creative contribution, the court must address the
effect of the use upon the potential market for or
value of the copyrighted work. “It requires
courts to consider not only the extent of market
harm caused by the particular actions of the
alleged infringer, but also whether unrestricted
and widespread conduct of the sort engaged in
by the defendant . . . would result in a substan-
tially adverse impact on the potential market for
the original.”106 If an item whose widespread
dissemination runs the risk of serving as a sub-
stitute or replacement for the licensed product, it
will create a presumption against fair use, there-
by stripping the item of First Amendment pro-
tection. If the alleged infringer wishes to contin-
ue to depict the athlete’s image, he or she may
do so only with the consent of the right-of-pub-
licity holder.

Application of the Right-of-Publicity Holder’s
Test

Single Item

Applying the first prong of the test, Rick Rush’s
original drawing from which the reproductions at issue
were made would clearly be entitled to First Amend-
ment protection.107 However, the reproductions must be
analyzed under the second prong of the right-of-public-
ity holder’s test.

Limited Number of Copies

Here, Rick Rush offered for sale a “limited edition”
of 5,000 lithographs of the print at a retail price of $15
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17. 99 F. Supp. 2d at 830.
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Jan. 11, 2002).
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20. Id.

21. Final Brief of Defendant-Appellee at 6-7, ETW Corp. v. Jireh Pub-
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22. Brief for Plaintiff-Appellant at 11, ETW Corp. v. Jireh Publishing
(Sixth Circuit No. 00-3584).

23. Id. at 11-12. The District Court did not seize upon this fact in
rendering its opinion. Nevertheless, it is important as to Mr.
Rush’s motivation.

24. Id. at 834.

25. 351 N.E.2d 454 (Ohio 1976), rev’d on other grounds, 433 U.S. 562
(1977). Ohio now has a statute protecting publicity rights, OH.
REV. CODE ANN., ¶¶ 2741.01-.09 (Baldwin 2000). The statute
states in pertinent part:

2741.02 Use of Individual’s Persona for Commer-
cial Purposes

(A) Except as otherwise provided in this section,
a person shall not use any aspect of an indi-
vidual’s persona for a commercial purpose
during the individual’s lifetime or a period of
sixty years after the date of the individual’s
death.

2741.01 Definitions

(A) “Persona” means an individual’s name,
voice, signature, photograph, image, likeness,
or distinctive appearance. If any of these
aspects have commercial value.

(B) “Commercial purpose” means the use of or
reference to an aspect of an individual’s per-
sona in any of the following manners:

(1) On or in connection with a place, prod-
uct, merchandise, goods, services, or
other commercial activities not expressly
exempted under this chapter;

(2) For advertising or soliciting the purchase
of products, merchandise, goods, servic-
es, or other commercial activities not
expressly exempted under this chapter.

Jireh Publishing does not fall within the ambit of this statute
since it did not become effective until the end of 1999, and it is
not retroactive. However, its enactment is instructive in provid-
ing an understanding of the intent of the Ohio legislature with
respect to the right of publicity.

26. 99 F. Supp. 2d at 834.

27. Id.

28. Id. at 834-35: Factors Etc., Inc. v. Pro Arts, Inc., 579 F.2d 215 (2d
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Cheerleaders posed in their official outfits); Parks v. LaFace
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Phat Fashions, LLC v. Phat Game Athletic Apparel, Inc.
and Phat Game, Inc.1

By Leah Weitzen

York state laws, Judge Karlton applied the law of the
forum. Rejecting the defendants’ argument that Phat
Fashions’ trademarks are weak because the term
“PHAT” is a commonly used slang term, Judge Kartlon
held that Phat Fashions’ PHAT® trademark is an arbi-
trary mark, and therefore entitled to the “widest ambit
of protection from infringing uses.” Moreover, after
reviewing the substantial evidence of secondary mean-
ing that Phat Fashions’ marks have acquired, including
the amount of publicity the marks have received and
advertising and sales revenue, Judge Karlton concluded
that Phat Fashions’ trademarks were not only strong,
but famous, and therefore entitled to protection against
use of confusingly similar marks on even non-compet-
ing products. 

Lastly, Judge Karlton found that defendants adopt-
ed their PHAT GAME trademark in bad faith, since
both market research and a trademark search had been
conducted, and the defendants were otherwise familiar
with Phat Fashions’ products and pricing.  In granting
Phat Fashions’ motion for summary judgment in its
entirety, Judge Karlton held that the defendants’ PHAT
GAME apparel products infringed and blurred Phat
Fashions’ famous PHAT trademarks, entitling Phat
Fashions to permanent injunctive relief. Judge Karlton
also ordered the defendants to file a notice of express
abandonment of their application to register PHAT
GAME with the United States Patent and Trademark
Office, and that the defendants transfer ownership of
the registration for PHATGAME.COM to Phat Fashions.

Endnote
1. No. CIV. S-01-1771 (E.D. Cal. 2002).

Pryor Cashman partner Brad D. Rose and litiga-
tion associates Suzan Arden, David Levine and Leah
Weitzen represented Phat Fashions in the litigation. 

In a trademark action brought in the Southern Dis-
trict of New York and transferred to the Eastern District
of California, Phat Fashions, a prominent New York-
based urban apparel company represented by Pryor
Cashman Sherman & Flynn LLP, sued a California
apparel company, alleging that the defendants’ PHAT
GAME brand of clothing, sold primarily through its
Web site at PHATGAME.COM, infringed, diluted and
otherwise unfairly competed with the plaintiff’s family
of PHAT trademarks, including PHAT®, PHAT
FARM®, BABY PHAT® and PHAT THREADS®. 

Before reaching the merits of Phat Fashions’ claims,
Judge Karlton conducted a choice of analysis in which
he determined that the Ninth Circuit’s Sleekcraft analy-
sis and the Second Circuit’s Polaroid analysis for
infringement and unfair competition under sections
1114(1) and 1125(a) of the Lanham Act are “reasonably
identical,” as are the Ninth and Second Circuits’ dilu-
tion analyses under section 1125(c) of the Lanham Act.
Moving to Phat Fashions’ state law claims, Judge Karl-
ton found that New York and California have enacted
virtually identical dilution statutes, and that once a
plaintiff establishes liability for unfair competition
under the Lanham Act, claims for unfair competition
under both New York and California law are also stat-
ed. Concluding that there is no conflict between the
Ninth and Second Circuits’ interpretation of the Lan-
ham Act, nor between the relevant California and New

“. . . Judge Karlton concluded that Phat
Fashions’ trademarks were not only
strong, but famous, and therefore
entitled to protection against use of
confusingly similar marks on even
non-competing products.”



Will MOCA Leave a Bitter Taste?
By Richard Siegmeister

This article looks at how the Music Online Competition
Act of 2001 (MOCA) would change the current Copyright
Act, with a focus on how the proposed legislation would limit
the ability of copyright owners to negotiate prices for the use
of music recordings on the Internet.

“We suffer as a society and a culture when we don’t
pay the true value of goods and services delivered. We
create a lack of production. Less good music is recorded
if we remove the incentive to create it.”1

While many fans of Britney Spears and Christina
Aguilera may not even know what a vinyl record is,
their parents have seen the format of recorded music
change from vinyl to cassette tape to 8-track and then to
CD, and now to MP3.2 Music has continued to evolve
on the Internet, but not without a few growing pains.
Much to the dismay of Dr. Dre and Metallica, at one
point, 60 million users downloaded music for free from
Napster.3 Digital downloads continue to attract head-
lines, but streaming audio and the broadcasting of
music over the Internet also attract fans and controver-
sy.4

In the last six years, Congress has made several
changes to the Copyright Act to address the use of
music on the Internet.5 These changes have created new
rights for the owners of music recordings,6 but have not
pleased everyone.7 A bill entitled the Music Online
Competition Act of 2001 (MOCA) seeks to change the
Copyright Act yet again, and could diminish the newly
won rights of owners of music recordings.8

If passed, MOCA would change the current Copy-
right Act by limiting the ability of copyright owners to
negotiate prices for the use of music recordings on the
Internet. In order to fully understand the proposed
changes, it is important to first understand the current
state of music on the Internet. This article will look at
the different rights granted under the Copyright Act for
a musical composition and a musical recording. It will
also explain the recent changes to the Copyright Act
and the types of music licensing. Finally, the proposed
changes by MOCA and the problems it would create
will be discussed. 

Two Different Copyrights and Two Different
Rights

Before focusing on the Internet, it is necessary to
review several important concepts. The first is the dif-
ference between a song and a sound recording of a
song.9

Each recording of a song normally involves two
copyrights. The first copyright in the musical composi-
tion of a song is separate and apart from the second
copyright in the particular sound recording of that
song.10 For example, Warner/Chappell Music, Inc., a
major music publishing company, purchased the copy-
right to “I’ve Got You Under My Skin” from the creator,
songwriter Cole Porter. Over the years, there have been
thousands of recordings of this song, and a separate
copyright exists for each recording. The 1956 recording
by Frank Sinatra is owned by Capitol Records. In order
to use the 1956 recording by Frank Sinatra, one would
have to obtain a license from both Warner/Chappell,
the music publisher, and from Capitol Records, the
record company.11

The second vital concept is the difference between
the right to reproduce a work and the right to publicly
perform a work. Section 106 of the Copyright Act states
that “[T]he owner of copyright under this title has the
exclusive rights to . . . reproduce the copyrighted works
in copies or phonorecords.”12 This right applies to both
the musical composition and the sound recording,13 and
is in contrast to the right to publicly perform a work. 

Both copyrights are not treated the same for a pub-
lic performance, however. The Copyright Act states that
“[T]he owner of copyright . . . has the exclusive rights
to . . . in the case of . . . musical . . . works . . . to display
the copyrighted work publicly; and in the case of sound
recordings, to perform the copyrighted work publicly
by means of a digital audio transmission.”14 This means
that if one was to publicly perform the Frank Sinatra
recording of “I’ve Got You Under My Skin” on the
radio, because it is an analog use, a license would be
required for that use from Warner/Chappell, but not
from Capitol Records.15 According to John Delaney, a
partner with the copyright law firm Morrison and Foer-
ster:
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licenses that further limit the applicability of the rights
that are granted.25

The Copyright Act divides digital audio transmis-
sions into two groups, interactive and non-interactive.26

The main difference between the two categories for a
licensee of music is that only non-interactive transmis-
sions are eligible for a compulsory statutory license. An
interactive service is defined as “one that enables a
member of the public to receive a transmission of a pro-
gram specially created for the recipient, or on request, a
transmission of a particular sound recording, whether
or not as part of a program, which is selected by or on
behalf of the recipient.”27 In other words, a service is
interactive when the consumer is able to choose what
songs to listen to. This type of service, which allows a
subscriber to select individual recordings for listening
on demand, has been referred to as a celestial jukebox.28

Interactive services have the greatest potential for
decreasing record companies’ sales.29 The record com-
panies receive revenue from the reproduction and dis-
tribution of the sound recordings in the form of CDs.30

Because interactive services might enable listeners to
substitute on-demand transmissions for CD purchases,
the service must negotiate directly with the copyright
owner of the sound recording.31 The copyright owner is
free to grant or not grant a license, and may charge any
amount for it.32

The Copyright Act does, however, provide a com-
pulsory statutory license for non-interactive services.
The record companies can be compelled to license the
recordings at fees set by a governmental body.33 The
Copyright Act establishes several conditions that a serv-
ice must comply with in order to qualify as non-interac-
tive. The purpose of these conditions is to make sure
that the transmissions have little chance of replacing the
sales of CDs.34 In order to qualify as non-interactive the
service must meet the following conditions:

A. The transmission must not be part of an interac-
tive service.35

B. The services must not automatically and inten-
tionally cause any device receiving the transmis-
sion to switch from one program channel to
another.36

C. The service must not publish an advance pro-
gram schedule or prior announcement of the
titles of specific sound recordings to be transmit-
ted.37

D. The transmission must not be part of an archived
program.38

E. The service must take no affirmative steps to
cause or induce the making of a phonorecord by
the transmission recipient, and if possible with

Thanks to lobbying by the radio sta-
tions back in the early ‘70s the only roy-
alties they have to pay go to the Ameri-
can Society of Composers, Authors and
Publishers (ASCAP) and Broadcast
Musicians Incorporated (BMI), the
organizations that collect and distribute
royalties for songwriters and music
publishers. . . . But record labels aren’t
paid when their songs are played on
the radio, and singers are also paid
nothing by radio stations for their per-
formance in a sound recording of a
song.16

Until Congress enacted the Digital Performance Rights
in Sound Recordings Act of 1995 (DPRA), owners of
sound recordings did not have any public performance
rights at all.17 In 1989 Frank Sinatra helped form the
Performer’s Rights Society Of America to focus atten-
tion on the issue, but all efforts were unsuccessful until
1995.18

Recent Legislation
When Congress decided to finally grant public per-

formance rights to the owners of sound recordings, it
could have done so simply by adding the words
“sound recordings” to the list of works for which own-
ers have the exclusive right of public performance.19

Instead, it gave birth to an incredibly complex array of
regulations that the industry is still trying to come to
terms with.20

The DPRA granted sound recordings a very limited
right of public performance. The copyright owners
were only granted the right to “perform the copyright-
ed work publicly by means of a digital audio transmis-
sion.”21 To fully comprehend this right one must under-
stand several definitions. The term “digital trans-
mission” is defined as “a transmission in whole or in
part in a digital or other non-analog format.”22 A “digi-
tal audio transmission” is defined as “a digital trans-
mission as defined in section 101, that embodies the
transmission of a sound recording. This term does not
include the transmission of any audiovisual work.”23

The word transmission is not defined in the Copyright
Act but the word transmit is defined as “To ‘transmit’ a
performance or display is to communicate it by any
device or process whereby images or sounds are
received beyond the place from which they are sent.”24

The above definitions would appear to limit the right
only to audio recordings in a digital format that do not
include any audio-visual materials which are received
beyond the places where they are sent. In theory this
could include other uses beyond the Internet, but the
statute contains even more exemptions and compulsory



the technology used by the service, limit the abil-
ity by the transmission recipient to make
phonorecords of the transmission directly in a
digital format.39

F. The service must identify in text the sound
recording during, but not before, the time it is
performed, including the title of the sound
recording, the title of the phonorecord embody-
ing such sound recording, and the featured
recording artist, in a manner to permit it to be
displayed to the transmission recipient.40

G. The transmission must not exceed the sound
recording performance compliment.41

The sound recording performance compliment requires
that within any three-hour period on a particular chan-
nel, the service must not use three different selections
from any one phonorecord, or four different sound
recordings by the same artist or four different sound
recordings from any set or compilation of phono-
records.42 If a service qualifies as non-interactive, its
administrator still does not know how much to pay for
the use of the recordings.43 The U.S. Copyright Office,
as instructed under the DPRA, has been hearing testi-
mony since 1995 in order to establish the amount for
the compulsory statutory rate.44 Until that rate is set,
the non-interactive services must keep track of what
they play, and upon creation by the Copyright Office,
pay the rate retroactively to the licensors.45

If a service is not interactive, but is unwilling to
meet the above conditions, then it does not qualify for
the statutory license and its administrator must negoti-
ate directly with the copyright owner of the sound
recordings. This is a similar situation to licensing for an
interactive service, except that this type of use is subject
to a statutory most-favored-nations clause.46 In order to
understand the most-favored-nations clause one must
first understand the definition of an affiliated entity.47

The Copyright Act defines the term as: “[A]n entity
engaging in digital audio transmissions covered by sec-
tion 106(6), other than an interactive service, in which
the licensor has any direct or indirect partnership or
any ownership interest amounting to 5 percent or more
of the outstanding voting or non-voting stock.”48 With
this in mind one can appreciate the most-favored-
nations clause, which states: 

If the copyright owner of a sound
recording licenses an affiliated entity
the right to publicly perform a sound
recording by means of a digital audio
transmission . . . the copyright owner
shall make the licensed sound record-
ing available . . . on no less favorable
terms and conditions to all bona fide
entities that offer similar services.49

The statute has certain exceptions which allow the
copyright owner to set different terms and conditions if
there are material differences in the scope of the license,
the particular sound recordings, the frequency of use,
the number of subscribers or the duration.50 The most-
favored-nations clause was created to promote competi-
tive licensing,51 but the legislative history does not
explain why it has such a narrow application.52 Based
on the reasons why interactive services were excluded
from the statutory license, one could infer that because
the clause only applies to services that are not interac-
tive, the legislature did not see the need to grant the
copyright owners the same protection.53 Even though
these types of services do not qualify for the statutory
license, they still do not threaten CD sales to the degree
that an interactive service does. The copyright owner is
free to not license the recording to an affiliated entity,
but if it does, it may set any rate it so wishes. Once a
recording is made available and a rate is set for an affili-
ate, however, the copyright owner must license the
recording to similar non-affiliated entities at the same
rate.54

MOCA
“This bill has something for everyone. And it also

has provisions that will give various members of the
music industry heartburn.”55

Representatives Rick Boucher (D) of Virginia and
Chris Cannon (R) of Utah introduced MOCA on August
2, 2001.56 Representative Boucher has been described as
“the Internet’s biggest friend and defender in Con-
gress.”57 He earned this title by introducing a bill last
year, entitled the Music Owners’ Listening Rights Act of
2000 (MOLRA), that would have legalized such services
as MP3.com that store CDs online and stream songs to
customers who prove that they own copies of the CD.58

At the time MP3.com was facing multiple copyright
infringement lawsuits brought by both record labels
and music publishers.59 Representative Boucher intro-
duced MOLRA at the request of MP3.com’s CEO,
Michael Robertson.60 The bill was met by opposition
from the recording industry and performing arts
groups and has not since been reintroduced.61 Ultimate-
ly, MP3.com paid out over $150 million in damages.62

Like MOLRA, MOCA would favor the rights of online
music services at the expense of copyright owners.

MOCA proposes six changes to the Copyright Act
and a joint evaluation by the Copyright Office and the
Department of Justice.63 The evaluation would look at
the conditions that a service must meet in order to qual-
ify for the statutory license under which the record
companies can be compelled to license the recordings at
fees set by a governmental body.64 The evaluation
would focus on several issues: How compliance with
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MOCA would also change the most-favored-nations
clause to read as follows:

If the copyright owner of a sound
recording licenses an affiliated entity
the right to reproduce the copyrighted
work, to distribute the copyrighted
work to the public by means of a digital
phonorecord delivery or to perform the
copyright work publicly, the copyright
owner shall make the licensed sound
recording available on no less favorable
terms and conditions to all bona fide
entities that offer similar services.72

The proposed changes would in effect punish copyright
owners for owning as little as 5 percent of an Internet
music service. Their punishment would be to lose con-
trol of what price they can charge and to whom they
must license their intellectual property.73 If enacted, this
provision could have severe repercussions because it
strikes at the record company’s main business, the sell-
ing of sound recordings.74 As expanded, the most-
favored-nations clause would affect all uses of sound
recordings on the Internet, including interactive servic-
es and the downloading of music. 

Without the direction of, or limitations placed by,
government restrictions, it is not unusual for a copy-
right owner to charge different prices for licenses to dif-
ferent users.75 In ProCD Inc. v. Zeidenberg, a case that
involved the owner of a database, the court stated,
“ProCD decided to engage in price discrimination sell-
ing its database to the general public . . . at a low price
. . . while selling information to the trade for a higher
price.”76 The court did not find this to be unreasonable,
and stated that, “If ProCD had to recover all of its costs
and make a profit by charging a single price . . . it
would have to raise the price substantially.”77 Since
price discrimination can be a good thing for consumers,
it seems odd that MOCA would try to prevent it.
According to Representative Boucher, MOCA is trying
to protect independent services.78 He explains that:

Recording companies have recently
entered into the online music distribu-
tion business by establishing joint ven-
tures with other companies (e.g.,
MusicNet and Pressplay) and by
acquiring well-known, formerly inde-
pendent Internet services (such as
CDNow, Emusic and MP3.com). It is
anticipated that the distribution servic-
es owned by record companies will
cross license each other, so that each
site will be authorized to distribute
over the Internet approximately 80 per-
cent of all recorded music. If the major

the conditions might have an economic cost to service
providers and how they might affect the nature and
marketability of the programming, whether any non-
interactive service would be unable to comply with the
conditions, whether any changes in the conditions
would enable additional non-interactive services to
qualify and the likely impact upon copyright owners of
sound recordings of any such changes to the
conditions.65 Even though MOCA would not change the
conditions, “While the inquiry into the effects of these
requirements mandated by MOCA is welcome, it seems
to do very little except lay minimal groundwork for
their eventual alteration.”66

Representative Boucher appears to have predeter-
mined what the evaluation will show. While introduc-
ing MOCA, he stated that: 

Broadcast radio is not subject to these
programming restrictions. Certain digi-
tal music services contend that some of
these programming restrictions impose
undue burdens upon their service,
reduce their ability to compete with
broadcast radio and unfairly preclude
their ability to take advantage of the
statutory license to deliver the type of
services that consumers expect from a
radio offering.67

Once again it appears that Representative Boucher has
decided that the ability of digital music services to
obtain the music they want at the price they want is
more important than the rights of copyright owners.
The reason for the conditions is to make sure that these
services do not harm the sales of CDs.68 A statutory
license usurps the copyright owner’s right to exclude
others from using its intellectual property and predeter-
mines the rate that must be charged.69 If the require-
ments are loosened, then these services will become
closer to interactive services and the copyright owners
will be unable to maximize the value and fully protect
their property. 

The major change that MOCA proposes is to
expand the most-favored-nation clause to all uses by an
affiliated entity.70 The legislation would change the defi-
nition of an affiliated entity to mean:

An entity, other than an entity that
wholly owns or is wholly owned by the
licensor, engaging in digital audio
transmission . . . or digital phonorecord
deliveries in which the licensor has any
direct or indirect partnership or any
ownership interest amounting to 5 per-
cent or more of the outstanding or non-
voting stock.71



record companies do not also license
independent unaffiliated distribution
services, this could create a competitive
imbalance that could threaten the estab-
lishment and survival of independent
online music services.79

If this is his true goal, then there are other less drastic
steps that may be taken. Currently, the U.S. Justice
Department is investigating the online music busi-
ness.80 Until this investigation is complete, however, it
would be premature to enact legislation for behavior
that at this time is merely anticipatory.

In addition to being too quick to act, there are other
problems with MOCA’s expansion of the most-favored-
nations clause. For one thing, it is too inclusive. MOCA
would affect both the large record companies and the
artists who try to independently distribute their music.
Representative Cannon, as part of his introduction of
MOCA, stated: “I thought artists would be putting their
creations online and getting paid more directly for their
work. Regrettably, none of that has happened.”81 From
this statement, one may infer that the Congressman is
not a fan of Prince and the New Power Generation.82

Prince has created a music club on the Internet where,
for a fee, his fans each month can download songs and
an audio show.83 If this Web site is not wholly owned
by Prince, then under MOCA he would be forced to
offer his recordings on no less favorable terms to all
entities that offer similar services.84 This would greatly
reduce the value of the service to the consumer, as the
main feature of the club is the exclusivity of the record-
ings. 

MOCA retains the current exceptions to the most-
favored-nations clause, which allow for different terms
and conditions if there are material differences in the
scope of the license, the particular sound recordings,
the frequency of use, the number of subscribers or the
duration of the license.85 Under MOCA, it would be dif-
ficult for Prince to determine what services the most
favored nations clause applied to. 

The legislation leaves many questions open to inter-
pretation. What would a similar service be? Using the
example above, would a service need to be devoted to
Prince, or would any music service that charged a fee
be similar? The music service would also have prob-
lems in determining what a material difference would
be in the number of subscribers. Certainly one or two
would not be material, but perhaps 300 subscribers
could be. If MOCA is enacted these questions could
spawn litigation that would result in their ultimate
adjudication.

The policy consideration behind the expansion of
the most-favored-nations clause is that the government

should insert itself in the debate to increase competition
in the Internet music industry, but the measure has sev-
eral loopholes and is unlikely to achieve its goal.86 The
first loophole is that it does not apply to entities that are
solely owned by the licensor.87 In the name of competi-
tion, MOCA could end up creating the Balkanization of
the Internet music industry. Each record company could
create its own wholly owned music service. This would
force the consumer to go to multiple Web sites to get
the music he or she wanted, which would do nothing to
help the independent music services. 

Another way around the expansion of the most-
favored-nations clause would be for the record compa-
nies to charge both their own affiliated services and
non-affiliated services the same high license fee.88 This
would not be a burden to the affiliates, because the fees
would be going to a partner of the service who could
then reinvest that money back into the company. This
may be more damaging to independent music services
than the current state of affairs in the industry.

As part of his introduction of MOCA, Representa-
tive Cannon stated: 

Let me take a moment to respond to
criticism we have already heard from
the Recording Industry Association [of
America (RIAA)] . . . RIAA has said
that MOCA contains a compulsory
license . . . That is just not true. A num-
ber of people did come to us seeking a
compulsory license but, Rick and I felt
that would be premature—especially
now that MusicNet and Pressplay have
announced that they will license down-
loads to some of their competitors.
Should that change, however, or if
other signs of anticompetitive behavior
emerge, I think the Judiciary Commit-
tee would almost certainly have to con-
sider a compulsory license to address
not only copyright concerns but
antitrust concerns as well.89

MOCA may only be a warning of more stringent
legislation to come. Representatives Cannon and
Boucher place little trust in the marketplace, and warn
that they will step in if their constituents do not get
what they want. The RIAA opposes MOCA, stating that
“The bill substitutes government regulation for the
marketplace.”90 One pundit has observed that “the
attendant regulatory price-setting—is rooted in the idea
of ‘market failure,’ the perception that it is too difficult
for scattered owners and licensees to agree on terms or
gauge usage.”91 This is not the current state of the
industry. For example, some record companies may be
waiting for the public to have greater access to broad-
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aid of a machine or device. The term “phonorecords” includes
the material object in which the sounds are first fixed.” This def-
inition includes all recording formats including sound files like
MP3 on a computer hard drive).

13. Kohn, supra note 9, at 335.

14. 17 U.S.C. § 106 (1995).

15. Kohn, supra note 9, at 335.

16. Patsuris supra note 3.

17. Kohn, supra note 9, at 335.

18. Siegel, supra note 2 at 5.

19. Nimmer, supra note 5 at 189.

20. Id. (“When Congress decided to plug the historical anomaly
under which sound recordings lacked any performance right, it
could have acted very simply. Instead, it gave birth to a
Frankenstein”).

21. 17 U.S.C. § 106 (1995).

22. 17 U.S.C. § 101 (1995).

23. 17 U.S.C. § 114(j)(3)(1995).

24. 17 U.S.C. § 101 (1995).

25. Nimmer, supra note 5 at 196. (“Potentially captured within the
transmission right are such forms of diffusion as over-the-air
broadcast, telecast over cable or satellite, and modem or other
telephone communication”).

26. Les Watkins, The Digital Performance Right In Sound Recordings
Act of 1995, Entertainment and Sports Lawyer, Vol. 13, No. 4, 19
(1996).

27. 17 U.S.C. § 114(j)(7)(1995).

28. Watkins, supra note 26 at 20.

29. Id.

30. Id.

31. Id

32. Kohn, supra note 9, at 355.

33. Id.

34. Kohn, supra note 9, at 356.

35. 17 U.S.C. § 114(d)(2)(A)(i)(1995); see also Kohn, supra note 9, at
355.

36. 17 U.S.C. § 114(d)(2)(A)(ii)(1995); see also Kohn, supra note 9, at
355.

37. 17 U.S.C. § 114(d)(2)(B)(ii)(1995); see also Kohn, supra note 9, at
355.

38. 17 U.S.C. § 114(d)(2)(C)(iii)(1995) and 17 U.S.C. § 114(j)(2)(1995)
(an archived program is defined as “a predetermined program
that is available repeatedly on the demand of the transmission
recipient and that is performed in the same order from the
beginning.” The statute does not allow an archived program of
less than five hours but it does allow an archived program of
greater than five hours if it is available for less than two weeks).

39. 17 U.S.C. § 114(d)(2)(C)(iii)(IV)(vi)(1995).

40. 17 U.S.C. § 114(d)(2)(C)(iii)(IV)(ix)(1995).
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355.

42. 17 U.S.C. § 114(j)(13)(1995); see also Kohn, supra note 9, at 357.

43. Patsuris supra note 3.

44. Id.
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band Internet services.92 If this is the case, then the gov-
ernment should not step in, but should allow the mar-
ket to evolve naturally.93 Not everyone in the industry
is taking a wait-and-see attitude, but lobbying for a
statutory license may frustrate voluntary contractual
business arrangements.94 The government should not
compel licensing because of a few special interests. If it
does, these same parties will then clamor for forced
licenses for books and movies.95

The copyright owner of the music recording is the
one who has taken the time and money to invest in
developing the value of the property. It is only because
the public wants to hear the recordings that these new
independent Internet music services would like to have
access to them. The government should not force a bet-
ter deal for such services than they could negotiate pri-
vately.96 As one commentator remarked, “[I]t’s hard to
make a case for a right to be entertained, even in
today’s advanced welfare state.”97 Ultimately, everyone,
including the consumer and the Internet music services,
would be better served by licenses that reflect the cur-
rent market incentives rather than an adversarial com-
pulsory license designed by a Washington committee.
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New Trends in “New Use” Analysis
By Lesley Friedman, Melanie I. Breen and Ginger Anders

Stravinsky’s copyright in that work. Nearly 60 years
after Stravinsky’s initial grant, Boosey sought to enjoin
the video distribution of the movie, claiming that the
grant of rights to Disney was limited to “synchronism
or timed-relation with the motion picture,” and thus did
not include a right to use the composition on videocas-
settes.8 The court refused to accept Boosey’s view of the
contract. Following Bartsch, the court reasoned that the
grant of “motion picture” rights could reasonably be
read to include video distribution.9 The court found
that the burden fell on Stravinsky to reserve for himself
the eventual video rights because the language of the
contract arguably included the new use, and because
that use was “foreseeable” at the time of the contract.10

In reaching its holding in Boosey, the Second Circuit
rejected an alternative approach to “new use” problems
developed by the Ninth Circuit in Cohen v. Paramount
Pictures Corp.11 In Cohen, the court reasoned that licens-
es must be construed in favor of the copyright transfer-
or, in order to further the Copyright Act’s purpose of
protecting the rights of authors.12 Therefore, doubts as
to whether a grant included a new use should be
resolved in favor of the grantor, to afford the grantor
the opportunity to renegotiate licenses for new modes
of distribution. 

The Second Circuit rejected this approach on the
basis that it would likely lead to unfairness, because
parties should be able to rely on the reasonable mean-
ing of the contract language. According to the court, the
party seeking a deviation from that meaning “should
bear the burden of negotiating for language that would
express the limitation or deviation.”13 Instead, it decid-
ed that “neutral principles of contract interpretation”

Introduction
In Random House v. Rosetta Books,1 the Second Cir-

cuit recently upheld the rights of the copyright holders
to license their works for digital publication, despite
their previous granting of licenses for analog publica-
tion. Rosetta may be an early indicator of a new trend in
Second Circuit “new use” analysis in cases involving
the distribution of copyrighted material in digital
media. Mirroring the recently decided digital publish-
ing cases Greenberg v. National Geographic Society2 and
New York Times Co. v. Tasini,3 the court in Rosetta implied
that digital media cannot be considered a logical exten-
sion of traditional media. Rosetta cues practitioners rep-
resenting artists and writers to use care in limiting the
scope of distribution licenses in order to reserve the
right to renegotiate—or go elsewhere—for digital media
distribution opportunities that may not yet have been
created. Conversely, it warns publishers that reliance on
traditional “new use” analysis may now be misplaced. 

Second Circuit Case Law in “Traditional” New
Use Cases

The Second Circuit’s analysis in Rosetta began with
the “new use” analysis, which was laid out almost 40
years ago in Bartsch v. Metro-Goldwyn-Mayer, Inc.4
Bartsch concerned a dispute over the right to televise
the movie musical Wie Einst en Mai, or Maytime.
Bartsch, who controlled the copyright in Maytime, had
granted a license to MGM “to copyright, vend, license,
and exhibit such motion picture photoplays throughout
the world.”5 However, after Bartsch’s death, his assigns
contended that the license did not include the right to
broadcast the film on television. The District Court dis-
missed the case on the basis that the right to televise the
movie was permitted under the license to exhibit the
movie, which was granted in very broad language. The
Second Circuit affirmed, commenting that “[i]f the
words are broad enough to cover the new use, it seems
fairer that the burden of framing and negotiating an
exception should fall on the grantor.”6 The court went
on to find that in this case, the grant of rights in the
exhibition license was broad enough to encompass the
disputed right of telecasting the work. Thus the court
found that the District Court’s dismissal was proper.

In Boosey & Hawkes v. Walt Disney Company, the Sec-
ond Circuit elaborated the contract-based theory of new
use enunciated in Bartsch.7 In 1939, the composer
Stravinsky granted to Disney the right to use his com-
position The Rite of Spring, as part of the soundtrack for
its film Fantasia. Subsequently, Boosey came to own

“Rosetta cues practitioners representing
artists and writers to use care in limiting
the scope of distribution licenses
in order to reserve the right to
renegotiate—or go elsewhere—for
digital media distribution opportunities
that may not yet have been created.
Conversely, it warns publishers that
reliance on traditional ‘new use’
analysis may now be misplaced.”



should control, rather than policy considerations or
“solicitude for either party.”14

The Digital Publishing Cases
Two important cases decided shortly before Roset-

ta—New York Times Co. v. Tasini, in the Supreme Court,
and Greenberg v. National Geographic Society, in the
Eleventh Circuit—addressed the problem of new use in
the context of electronic publishing. Although Tasini
and Greenberg are not traditional new use cases (they
turn instead on interpretations of the language of sec-
tion 201(c) of the Copyright Act, which governs copy-
rights in collective works), the cases provide useful con-
text for Rosetta as well as future new use cases
involving digital media.15

In Tasini, the Supreme Court held that electronic
republications of issues of The New York Times were not
“revisions” of collective works under section 201(c) of
the Copyright Act, but rather comprised entirely new
collective works. The New York Times had licensed
NEXIS and other digital database publishers to reprint
its editions in their entirety, including articles written
for it by freelance authors. However, the digital pub-
lishers did not republish the editions of The New York
Times as exact replicas: The articles in the digital data-
bases were published separately, without being linked
to articles, advertisements and other printed material
also published in the same edition of the newspaper.
Furthermore, the digital databases were separately
searchable according to criteria for which they were
individually coded. 

Under section 201(c) of the Copyright Act, a free-
lance author retains her copyright in a contribution to a
collective work such as the newspaper, but the owner of
the collective work receives the right to republish the
individual contributions in revisions or later editions of
the collective work.16 However, The New York Times
claimed that section 201(c) gave it the right to license
republication of the freelance articles in NEXIS and sim-
ilar databases, because the resulting databases of its
articles constituted a “revision” of the collective work.17

The Supreme Court rejected The New York Times’
definition of “revision,” reasoning that the ability of the
users to manipulate the electronic databases was
enough to render the databases new works entirely,
rather than revisions of The New York Times’ print edi-
tions. Thus, the publishers of the new works would
need separate licenses from the copyright holders. The
databases’ search capabilities allowed users to retrieve
individual articles apart from the context originally pro-
vided by the newspaper, so that the user would not be
viewing the article as part of the original edition or a
revision.18 Microform, in contrast, constituted a revision
of the original work, because it preserved the form of

the newspaper, and did not allow users to retrieve arti-
cles without viewing the surrounding material as origi-
nally published in the paper.19 The Court affirmed the
ruling below that The New York Times’ privilege under
section 201(c) to publish “revisions” of its previous
newspapers did not encompass the privilege to license
others to publish the articles in digital form without
reproducing the whole of each edition of the newspaper
in which the articles were originally published.

As in Tasini, the Eleventh Circuit court in Greenberg
held that digital republication of a copyrighted work,
once a part of a collective work, constituted a new use
of the work, and not a “revision” permissible under sec-
tion 201(c). The plaintiff in Greenberg was a photogra-
pher whose work appeared in National Geographic mag-
azine. Subsequently, National Geographic contracted with
Mindscape, Inc. to produce a CD-ROM series collecting
all of the past editions of National Geographic magazine.
In addition to digitally reproducing the magazines as a
whole, the CD-ROMs contained a visual sequence in
which photographs that had appeared in the magazines
were displayed on a computer in a visual montage in
which one image overlapped with, or “morphed” into,
another. Greenberg sued, alleging copyright infringe-
ment, as National Geographic had only the privilege
under section 201(c) to publish a “revision” of the col-
lective work in which the photograph first appeared.
Reproduction of the photograph in the digital montage,
Greenberg argued, was not a right held by National Geo-
graphic under the terms of section 201(c). Thus, he
argued, his right as the copyright holder to publish the
photo in a digital medium was his alone. 

The court affirmed a grant of summary judgment in
favor of Greenberg. It reasoned that “common-sense
copyright analysis compels the conclusion that [Nation-
al Geographic], in collaboration with Mindscape, has
created a new product (‘an original work of author-
ship’), in a new medium, for a new market that far tran-
scends any privilege of revision or other mere repro-
duction envisioned in § 201(c).”20 Indeed, the court
concluded, the digital montages were, in fact, new col-
lective works altogether. The court noted that “the criti-
cal difference, from a copyright perspective, is that the
computer, as opposed to the machines used for viewing
microfilm and microfiche, requires the interaction of a
computer program in order to accomplish the useful
reproduction involved with the new medium.”21

Rosetta: The Second Circuit Views
“New Use” in the Digital Context

In Random House v. Rosetta Books, the Second Circuit
upheld the ruling of the Southern District of New York
that a grant of rights to publish a literary work “in book
form” did not include the right to publish the work in
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gram to translate the data into readable form, distin-
guishing them from traditional analog books.25 Rosetta
echoes Greenberg in setting forth the proposition that
one of the major factors making digital formats differ-
ent from analog formats is “[t]he need for a software
program to interact with the data in order to make it
usable, as well as the need for a piece of hardware to
enable the reader to view the text.”26 Likewise, the
Supreme Court noted in Tasini that the user interaction
necessary to make use of digital databases of copyright-
ed works was crucial to the conclusion that such data-
bases did not constitute “revisions” under section
201(c).27 This observation is paralleled by the court in
Rosetta, which observes that the digital medium’s capa-
bility for user interactivity militates against a finding
that a literary work published in a digital medium is a
permissible new use under a traditional, analog pub-
lishing license.28

These decisions suggest a growing consensus
among federal courts that digital media are qualitative-
ly different from traditional media in the new use con-
text. The factors that seem to influence the courts’
analyses most are the digital medium’s capacity for
user manipulation, and the way the technology is
applied to the content. 

In traditional new use cases, like Boosey and Bartsch,
the courts sought to strike a balance between the
grantor’s exclusive copyright rights and the incentive
for developing new means of distribution, which was
often undertaken by grantees. The development of digi-
tal media and the industry surrounding it may have
shifted the balance in this equation. While the courts in
Boosey and Bartsch were concerned with avoiding the
“antiprogressive incentives” of a new use analysis
favoring grantors, the court in Rosetta noted that con-
cerns about “antiprogressive incentive” were mitigated,
if not eliminated, by the way in which new technology
currently develops. “In the 21st century, it cannot be
said that licensees such as book publishers and movie
producers are ipso facto more likely to make advances in
digital technology than start-up companies.”29

The Practical Implications of Rosetta
Rosetta suggests that the courts are now willing to

interpret major limitations on a grant of distribution
rights to prohibit any new uses for which licensing
opportunities may arise after the execution of the con-
tract. Yet even under this new “new uses” regime, by
the lights of Tasini, parties can still “protect their inter-
est by private contractual arrangements.”30 Indeed, the
Court in Tasini implies that, in order to facilitate the dis-
tribution of freelance articles in digital media, some
form of compulsory licensing scheme may be an option
where the publishers and rights-holders cannot agree

digital form. In Rosetta, Kurt Vonnegut and several
other renowned authors, wishing to take advantage of
the new markets for literary works created by the Inter-
net, contracted with Rosetta Books to create “eBooks” of
such works as Slaughterhouse Five and others. EBooks,
like traditional books, allow readers to view the text of
a work as the author has written it—albeit on a comput-
er screen. Yet they also allow the reader to interact with
the work itself, by searching and highlighting text, and
by inserting comments that can be stored with the relat-
ed text. 

The rights-holders in Rosetta had previously grant-
ed the right “to print, publish and sell the work in book
form”22 to Random House, a traditional paper publish-
er. The day after Rosetta Books launched its eBook busi-
ness in February 2001, Random House sued it for copy-
right infringement. 

The District Court denied Random House a prelim-
inary injunction on the issue of copyright infringement.
The Second Circuit affirmed the District Court’s denial
of a preliminary injunction.23

Relying heavily on Bartsch and Boosey, the District
Court held that the most reasonable interpretation of
the grant in the contracts at issue to “print, publish, and
sell the work in book form” does not include the right
to publish the work as an eBook.24 Thus, the authors
could validly grant the right to publish eBooks to Roset-
ta Books. The court reasoned that the author’s grant of
rights to Random House was not broad, as in Bartsch
and Boosey, but that each was limited in its own particu-
lar way. For instance, some authors had granted Ran-
dom House the right to reprint the books in serial form,
or in book club or abridged editions, while others did
not. Looking to these specific provisions of each con-
tract, and relying on the basic principles of contract
interpretation, the court reasoned that if the grants of
rights to Random House were broad, there would be no
need for the specific provisions. The industry custom
that the “in book form” clause contemplated only tradi-
tional paper books, combined with the inherent differ-
ences between the two media, convinced the court that
the contract language was unambiguous in its failure to
include digital publication among Random House’s
rights. 

The District Court took cues from both the Tasini
and Greenberg courts’ treatment of publishing in digital
media. Indeed, the principles animating these digital
publishing cases may have pushed the Rosetta District
Court to buck the trend in new use cases, and to find in
favor of copyright owners instead of licensees. The Dis-
trict Court in Rosetta noted that eBooks are a different
medium than paper books, because eBooks are com-
posed of digitally stored text that can be manipulated
by the user. In addition, eBooks require a software pro-



on digital publication terms. Rather than issue an
injunction against electronic publication of freelance
articles in Tasini, the Court suggests that “if necessary,
the courts and Congress may draw on numerous mod-
els for distributing copyrighted works and remunerat-
ing authors for their distribution.”31

Finally, Tasini, Greenberg and Rosetta will permit
rights-holders to ask for compensation for new uses
made of their copyrighted works. These decisions have
already breathed new life into other lawsuits such as
Chambers v. Time Warner, Inc.,32 in which artists/copy-
right owners seek to prevent the digital distribution of
their works by licensees licensed to distribute their
recordings in analog form. Chambers was dismissed
before the decision in Tasini, but has since been
reopened. 

Tips for Practitioners After Tasini,
Greenberg and Rosetta

In a market where works are increasingly distrib-
uted in digital form, it is important to be particularly
attentive to the limitations imposed on the rights grant-
ed in a distribution contract. 

Specific definition of what rights are granted:
Defining a grant of rights in specific terms will elimi-
nate much uncertainty about which rights have been
granted in a license. Lawyers representing rights-hold-
ers should define the rights granted as specifically as
possible, describing, for example, to what extent
licensees can alter the work, how the work may be dis-
played or delivered and in what media the licensee is
permitted to distribute the work. To protect the copy-
right holder’s ability to profit from means of distribu-
tion later developed, it would be wise for such practi-
tioners to draft contracts with the clause, “all rights not
expressly transferred are reserved and must be negoti-
ated separately by the author.”33

Practitioners representing publishers and other
licensees, on the other hand, will prefer the grants of
rights to be as broad as possible, following the holdings
in the Bartsch/Boosey line of cases, which instruct that
broad contract language is more likely to incorporate
new uses. Those drafting on behalf of licensees should
specifically include in the terms the right to the work in
“all media currently known, or hereafter created,” in
order to assure the right to exploit the work in media
not yet developed when the license is executed.

In Rosetta, all of the authors struck out certain por-
tions of the form licenses in their grants of publishing
licenses to Random House. This limitation on the rights
granted by the authors persuaded the court that they
intended to grant only limited rights to the publisher.34

Following that example, practitioners representing

rights-holders who are confronted with a form license
may avail themselves of the opportunity to strike out
the clauses in excess of the minimal rights they intend
to grant. Conversely, those representing licensees using
form licenses should take extra precautions when
grants of certain rights have been visibly stricken out. 

Additional fees for each right granted: Those rep-
resenting publishers and rights-holders alike may find
that there are advantages to drafting the contract so that
each right granted corresponds with a specific fee paid
for the right. Although disadvantageous to licensees in
that it does not provide a broad license, this approach
could aid licensees by setting a “market rate” for each
use of the works, and thus spare them from potentially
exorbitant royalties for desired new uses. This approach
is also beneficial to rights-holders, because it both pre-
cisely defines the scope of the grant and provides a
starting point for negotiations for a new grant of rights.

Limitations on the duration of rights granted: One
of the lessons of Greenberg was that a grant of rights
limited in time, with an automatic reversion to the
copyright holder, will alleviate uncertainty surrounding
new uses, particularly now that digital uses seem to be
construed by courts to be outside the scope of a general
analog license. In Greenberg, the photographer licensed
use of his photo to National Geographic for 60 days only;
thereafter the copyright reverted to him.35 Practitioners
representing copyright holders should follow this
example and draft licenses to use copyrighted works
for a limited duration, such as six months or one year,
after which all rights revert automatically to the origi-
nal rights-holder. Conversely, those representing pub-
lishers and other licensees should be wary of temporal-
ly limited grants, because automatic reversion of rights
to the artist could undermine licensees’ ability to
exploit the work through new modes of distribution
created after the automatic reversion.

Words with trade-usage meanings: The court in
Rosetta based its decision, in part, on the fact that the
grant of rights to Random House to publish the
authors’ works “in book form” was understood within
the publishing industry to mean analog, and not elec-
tronic, books. Practitioners should be wary of the reflex-
ive use of boilerplate or industry terminology and
understand that these familiar words could become
traps—or time warps—as technology develops.
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New York Choice of Law in Endorsement Contracts:
Safe Harbor or Oxymoron?
By James H. Schnare II 

In the modern era of global information systems
and marketing initiatives, commercial lawyers who
practice inside and outside the state of New York are
regularly called upon to consider choice of law provi-
sions in a variety of contractual relationships outside
the traditional areas covered by the Uniform Commer-
cial Code. Given the complexity of modern law and the
speed at which lawyers are required to document trans-
actions using computers and e-mail delivery of docu-
ments, the negotiation of these clauses often becomes a
hasty “coin flip,” or worse. Many attorneys assume that
all American law is created equally and accept the
forum selected by the draftsman of the document,
ostensibly on the theory that engrafting a different set
of substantive law rules might require both parties to
review and reconsider the “boilerplate” of the docu-
ment. More often, and regrettably for our clients in
many cases, choice of law is determined by the “golden
rule”—the party with the most negotiating leverage in
the deal imposes the law most familiar to its lawyers as
a way of securing an apparent hometown advantage in
future litigation.

For a variety of commercial transactions, New York
law is internationally recognized as a prudent choice,
due to the broad coverage and general attention to
detail of its legislation and the depth and quality of the
reported New York case law. The New York legislature
has specifically recognized the value of New York law
as a common meeting ground for multi-state or multi-
national commercial transactions and has encouraged
its adoption in contracts by foreign parties.1

Given this general background, it would seem natu-
ral for lawyers representing New York parties to a
celebrity endorsement contract to require the applica-
tion of New York law, and for lawyers from other juris-
dictions to naturally support that choice of law in nego-
tiations. However, the commercial law of New York,

which functions so well in so many other situations,
happens to have some curious “blind spots” when it
comes to recognizing and protecting the commercial
rights of celebrities in the use of their names and identi-
ties. The application of sections 50 and 51 of the Civil
Rights Law2 (the “Privacy Statute”) as the chosen law of
an endorsement contract may not be fatal as a practical
matter in any particular transaction or dispute. Howev-
er, practitioners who are called upon to negotiate
celebrity endorsement agreements with a New York
nexus should have a basic understanding of the unique
nature and purposes of these contracts and the distinc-
tive history and current state of New York law under
the Privacy Statute before blindly requesting or accept-
ing a New York choice of law clause for their clients.3

Endorsement Agreements—
The Business Context

In the industrial world of the early 20th century,
mass marketing efforts were still largely concentrated
on developing “goodwill” by associating the commer-
cial name or symbol adopted by a product vendor with
the quality of the products distributed by such vendor
in the mind of a customer or potential customer. The
promotion of goods through advertising or publicizing
a commercial name or symbol affixed directly to the
goods, which dates back at least as far as the medieval
guild system in England, presumes that the name or
symbol of the product or manufacturer is the driving
force in a consumer’s purchasing decision. This concept
was the basis for federal trademark law under the Lan-
ham Act4 and its predecessors, as well as various simi-
lar foreign trademark laws and multilateral treaties on
the subject. The thought of assigning a commercial
value to the “Identity”5 of a celebrity in this context
(although celebrity promotion has been used by enter-
prising advertisers in this country since before the days
of George Washington) was contrary to many early
courts’ limited view of the world of goodwill.6

With modern marketing techniques and a celebrity-
driven media culture, the practical concept of “good-
will” has moved in almost the opposite direction, to the
point where proprietors of traditional trademarks rou-
tinely pay millions of dollars to entertainment and
sports figures to lend their Identities to draw public
attention to commercial names and symbols, and by
implication, to the branded products or services repre-
sented by these trademarks. The most visible example
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the point where an individual endorsement covered
only by the “personal” law of individual states has
become a stronger source of goodwill than the underly-
ing commercial name or symbol of a marketer, which is
protected by federal commercial law.

The modern business of celebrity endorsement
licensing can be broadly defined to include any transac-
tion where an unrelated party seeks a contractual asso-
ciation with a celebrity for the purpose of attracting
public interest and attention to products or services or
building the general image or trademarks of that party.
In addition to a license or consent relating to the use of
rights protected by privacy and publicity law, an
“endorsement” contract often includes provisions
requiring a living celebrity to render personal services.
It may also include a standard trademark license cover-
ing use of a nickname or symbol associated with the
celebrity, if this element has been registered or has
acquired independent significance as a trademark.

However, for purposes of this article, it will be less
complicated if we assume that the heart of a celebrity
endorsement contract is a grant of rights to use the
Identity of a celebrity for one of two related, but dis-
tinct, business ventures. In the first type of venture, a
manufacturer or vendor of a product or service which is
independent from the celebrity’s Identity seeks to have
the celebrity “endorse” that separate product and serv-
ice in the classical sense, by using it personally in a pro-
fessional or public setting and extolling its virtues to the
general public. While these “products” do not embody
the Identity, they are often complimentary, such as the
endorsement of sports equipment by an athlete or the
endorsement of a clothing line by a supermodel. In this
context, the license of the Identity of the endorser
allows the client to produce and disseminate media
advertising and publicity materials, which convey the
endorsement relationship to the public. In the second
type of venture, the Identity of the celebrity forms the
basis for the very product itself, such as a “commemo-
rative” item, doll or action figure, or depiction of the
Identity in graphic art, audio and/or visual form. This
form of venture may well involve a collateral license to
utilize the Identity in media advertising and publicity
materials, but the value of the Identity will be embod-
ied in the product itself, regardless of the means of pro-
motion.

In both types of transactions, the fame of the
celebrity is used by the advertiser or promoter as a
“hook” to attract attention and influence consumers to
purchase goods or services. The use of an Identity may
also function in a trademark sense, if the Identity has
established trademark significance apart from the per-
sonality of its owner and the circumstances indicate a
direct association of that trademark Identity with the

of the long-term marketing potential of this approach
was demonstrated by the explosive worldwide growth
of the Nike® brand from the 1970s through the 1990s,
which was achieved through the constant association of
its trademarks with various sports stars (most notably
Michael Jordan). In the case of Nike®, the distinctive
name and “swoosh” trademarks of a specialty footwear
brand with a relatively small but loyal following were
transformed into international icons by repeated public
association with its highly visible media spokesmen.
These athletes lent (or more appropriately, rented) Nike
their fame and aura of excitement, and Nike used the
attention generated by its contract stars to build ever
greater recognition of the company’s trademarks and
underlying product offerings. This mass brand recogni-
tion allowed Nike to leverage the value of its brand, in
a variety of sports and apparel contexts, far beyond its
trademarks’ limited roots as a designation for well-
engineered and high-quality athletic specialty shoes.

The latest “image” advertising campaign by Ford
Motor Company uses its Chairman, William Clay Ford,
to make a personal appeal to consumers to support the
brand originated by his famous grandfather after public
battering of the corporate trademark. This may be an
even more telling commentary on the pervasive impact
of endorsement-based marketing in modern America.
Image advertising using a corporate leader is nothing
particularly new, and it was used with some success by
Lee Iacocca in the auto industry decades ago. However,
the Ford spots appear to be a particularly clever effort
to personify and regenerate the goodwill of one of
America’s best known and longstanding brands by pro-
ducing a “real live Ford” as a celebrity spokesman to
the television public. In the wake of the Explorer® scan-
dal, these spots are a tacit admission by Ford’s mar-
keters of their faith (which is likely well founded) that
the power of personality outweighs the power of asso-
ciation underlying traditional trademarks with the
modern consumer. They also provide good evidence
that our celebrity-driven world has caused the legal
underpinnings of trademark law to turn inside out—to

“[There is] good evidence that our
celebrity-driven world has caused the
legal underpinnings of trademark law
to turn inside out—to the point where
an individual endorsement covered only
by the ‘personal’ law of individual states
has become a stronger source of good-
will than the underlying commercial
name or symbol of a marketer . . .”



goods or services. Endorsements can also carry a some-
what different underlying commercial message, which
might be labeled a “quasi-trademark,” because modern
consumers commonly associate the perceived social sta-
tus and attractiveness of goods and services with the
reputation of the celebrities associated with them with-
out necessarily associating the celebrity as a source of
the products or arbiter of quality control standards.7
Regardless of the ultimate objects of the business ven-
ture, the parties on either side will have a common
interest in utilizing the Identity as an intangible person-
al property right which can be defined, licensed and
controlled as the object of a modern commercial con-
tract, and neither is likely to view the transaction in
terms of an invasion of privacy or to see their contract
as limited by concepts applicable to a consent to engage
in conduct which would otherwise be tortious.8 Howev-
er, by making an uninformed reference to the current
body of New York law, the parties may be importing
those very concepts into the contract between them. 

Privacy Lost—The History of the Privacy Statute
and Case Law

The Court of Appeals was squarely presented with
the issue of misappropriation of an Identity in the case
of first impression for privacy rights in New York, in
Roberson v. Rochester Folding Box Co.9 In that case, the
defendants appropriated without consent or compensa-
tion the likeness of the plaintiff, a young woman who
was not a professional model, for use on posters and
circulars used to advertise Franklin Mills Flour as the
“Flour of the Family.” In an unfortunate confluence of
Victorian manners and judicial restraint, the Court
ignored the obvious deliberate actions and unjust
enrichment of the defendants and directed that no
cause of action be recognized in favor of the plaintiff for
invasion of her privacy. In analyzing the English
Chancery decisions used as the basis for the famous
Warren and Brandeis article on privacy rights,10 the
Roberson Court made the reasonable (but ultimately
ironic) declaration that the precedents only supported a
cause of action grounded in breach of trust or property
rights.11 With obvious concern for the difficulty of eval-
uating the mental suffering of individuals not libeled in
the traditional sense, and having no desire to encourage
a new class of potential litigation on the subject, the
Court of Appeals categorically rejected the existence of
any common law privacy right in New York over a vig-
orous dissent suggesting that the majority had ignored
the role of equity practice in keeping pace with social
change.12 In a judicial aside, which was unfortunately
taken literally by the legislature and thereafter
enshrined as a limitation on New York law through the
circular reasoning of subsequent decisional law, the
Roberson Court suggested that “[t]he legislative body

could very well interfere and arbitrarily provide that no
one should be permitted for his own selfish purpose to
use the picture or the name of another for advertising
purposes without his consent.”13 In 1903, the legislature
obliged by adopting the Privacy Statute to overrule the
decision in Roberson—and the more cynical among us
might suggest that the Court of Appeals has treated this
legislation in the ensuing century as the “arbitrary”
provision of a limited right to individuals and an
“interference” in the Court’s effort to avoid recognizing
individual privacy rights under the common law of
New York.

Although adoption of the Privacy Statute made
New York a leading jurisdiction in the protection of
individual rights, and was undoubtedly a forward-
thinking model for its time, both the statutes and the
decisional law of the New York courts under it suffered
from the conceptual limitations imposed by the basic
rule of decision of the Court of Appeals in Roberson and
the legislature’s direct response to it. While both steps
had logical merit, the net effect in New York law was to
move further away from any conception of property
rights in the intangible value of a person’s Identity,
rather than to resolve the original “disconnect” between
the concept of property rights enforceable in equity and
offenses to the person not recognized at law which
formed the basis for the majority opinion in Roberson.
This effort was ably attempted a half-century later by
Judge Frank of the Second Circuit in Haelen Laboratories,
Inc. v. Topps Chewing Gum, Inc.,14 in a case involving the
voluntary licensing of baseball players’ Identities in the
trading card business. After reviewing the limitations of
the Privacy Statute, and the difficulty of applying its
conceptual framework to voluntary licensing of the
Identity of a celebrity, the court identified the underly-
ing property right15 and found it to be consistent with
New York common law:

We think that, in addition to and inde-
pendent of that right of privacy (which
in New York derives from statute), a
man has a right in the publicity value
of his photograph, i.e., the right to grant
the exclusive privilege of publishing his
picture, and that such a grant may
validly be made “in gross,” i.e., without
an accompanying transfer of a business
or of anything else. Whether it be
labeled a “property” right is immateri-
al; for here, as often elsewhere, the tag
“property” simply symbolizes the fact
that courts enforce a claim which has
pecuniary worth.

This right might be called a “right of
publicity.”
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noose of the “statutory preemption” doctrine first
declared in Stephano by stating:

This Court has consistently restated
several basic principles concerning the
statutory right of privacy. First, recog-
nizing the Legislature’s pointed objec-
tive in enacting sections 50 and 51, we
have underscored that the statute is to
be narrowly construed and ‘strictly lim-
ited to nonconsensual commercial
appropriations of the name, portrait or
picture of a living person.’21

Thus, having relied upon cases22 prior to Stephano
which liberally construed the Privacy Act as a remedial
statute in order to “subsume” the common law right of
publicity within a narrowly drafted statute, the Court of
Appeals now appears committed to rely upon the limi-
tations of the statutory mandate to avoid giving effect
to rights not squarely contemplated by the express
terms of the Privacy Act. Beyond the internal contradic-
tion in this line of reasoning, there is nothing in the
original basis for the Roberson decision or action of the
legislature in response to that case which logically
requires such a result, and it is totally inconsistent with
the tenor of other tort law decisions by the Court of
Appeals which have permitted the evolution of the
common law of torts to keep pace with changes in soci-
ety (like the popularization of the automobile, for one)
which have occurred since the Roberson decision.

While it is impossible to predict how the Court of
Appeals’ restrictive attitude would directly impact the
substantive application of New York law to any particu-
lar endorsement contract, its basic refusal to accept a
commercial right outside of the Privacy Act and reluc-
tance to construe the statutes to imply a true commer-
cial right within the context of the statutes makes refer-
ence to New York law a questionable exercise. Given
the rigidity and internal inconsistency of the Court’s
dictum in the recent Messenger case, 23 it is doubtful that
New York will become a favorable jurisdiction for
endorsement relationships at any time in the foresee-
able future, regardless of future remedial steps which

This concept of a freely assignable commercial right
became the modern view in numerous jurisdictions by
case law and statute,16 and has provided the theoretical
underpinning for the explosion in number and dollar
value of commercial endorsement contracts in the last
half of the 20th century.

Unfortunately, those New York practitioners in the
field and federal judges in the Second Circuit who were
provided a taste of freedom from the strictures of the
Privacy Statute by the Haelan decision were to lose that
freedom after a mere three decades. In Stephano v. News
Group Publications, Inc.,17 the Court of Appeals correctly
noted that the Privacy Statute is not, on its face, limited
in its application to plaintiffs such as Ms. Roberson who
seek to avoid unwanted publicity. It further reviewed
cases under the Privacy Statute that provided remedies
that were functionally equivalent to the remedies which
the plaintiff in Stephano, a model who alleged a use of
his picture in excess of the limits of his original consent,
sought under a right of publicity theory. Having made
these two eminently logical steps, the Court then
attempted to harmonize the very different legal sources
and purposes of the “right of publicity” by the ipse dixit
declaration that “[t]he right which the statute permits
the plaintiff to vindicate in such a case may, perhaps,
more accurately be described as a right of publicity.”18

Without any real analysis of the fundamental conceptu-
al difference between the New York statutory right
grounded in appropriation of privacy and the concep-
tion of an independent commercial publicity right
developed by the Second Circuit as a matter of common
law, and without noting the logical consistency between
the publicity right (whether labeled as “property” or
not) asserted by the plaintiff and the line of Chancery
cases originally distinguished by the Court in Roberson,
the Stephano Court ruled that the Privacy Statute had
effectively preempted any extension of the common law
in this area and was therefore a limitation on the per-
sonal commercial rights to be accorded to individuals
under New York law.19

Subsequent efforts have been made by New York
legislators and practitioners to modernize the Privacy
Statute to avoid the inherent limitations of New York
common law as declared in Stephano, and these may
ultimately result in legislation more compatible with
modern endorsement licensing practices. However,
lawyers seeking to deal in the commercial rights of
celebrities are faced with the cold reality that New York
has been among the most hostile jurisdictions in the
nation toward recognizing these rights historically, and
can be expected to be so indefinitely, due to the aggres-
sively practiced judicial restraint of the Court of
Appeals in this area. In its most recent pronouncement
to the Second Circuit on the Privacy Statute,20 the Court
of Appeals indicated its commitment to tightening the

“Given the rigidity and internal
inconsistency of the Court’s dictum
in the recent Messenger case,it is
doubtful that New York will become a
favorable jurisdiction for endorsement
relationships at any time in the
foreseeable future . . .”



may be taken in furtherance of the unquestioned right
to “interfere” further in favor of individual commercial
rights by future “arbitrary” legislation. 

The Substantive Choice of Law Issue
Many contract lawyers request or accept choice of

law clauses on the assumption that they cover only the
general common law “rules of construction” generic to
contract law, and that the application of the chosen law
will have no substantive impact upon the basis of the
bargain made by them or the enforceability of particu-
lar terms, conditions and limitations in the contract
itself. If this limited view were rigorously true, it is like-
ly that New York would be a good source of law by
virtue of its wealth of reported cases on rules of con-
struction and the meaning of general commercial con-
tract terms. However, as the Restatement Second, Con-
flicts section 187 makes clear, any reference to the local
law of an applicable jurisdiction made by contracting
parties may be utilized by a forum court to determine
the substantive effect of the contract. This may include
the interpretation of ambiguous terms in the context of
terms of art taken from the statutes or case law of the
chosen jurisdiction, but it may also allow the incorpora-
tion by reference of rights, remedies and obligations
from the chosen law, which the parties could have sup-
plied by express contractual terms.24

The ability to imply matters from the chosen law
into an otherwise silent contract goes somewhat beyond
many popular notions of the substantive impact of a
contractual choice of law. However, the Restatement
rule goes further in its effort to assure that the applica-
tion of the legal system adopted by the parties is given
full effect by a forum court. Subject to certain protective
provisions designed to preserve the public policy of a
forum state or a state with the most significant contacts
to a transaction,25 the law chosen by parties becomes, in
effect, the “law of the contract,” and is applied “to gov-
ern their contractual rights and duties . . . even if the
particular issue is one which the parties could not have
resolved by an explicit provision in their agreement
directed to that issue . . .”26 While use of this rule to
determine issues of contract formation such as capacity
and formalities is consistent with the expectations of
most practitioners, the rule also applies to the determi-
nation of issues of substantial validity relating to the
contract.27 As explained in a companion section of the
Restatement,28 these include such important (and
potentially conflicting) issues relating to endorsement
contracts as necessary parties and the existence and suf-
ficiency of consideration to support a contract.29

Although the “party autonomy rules” of the
Restatement have been criticized because they “either
go too far or not far enough”30 to meet the expectations

of the parties with respect to the validity of their agree-
ments, they have been generally adopted as the law of
New York.31 Of particular concern to the commentators,
and of more than passing application to this article, is
the issue of an erroneous or ill-considered choice of law
which would serve to invalidate a contract which the
parties obviously intended to perform. Where the issue
of validity goes to the enforceability of an entire con-
tract, the Restatement suggests that a forum court
should exercise its judgment to preserve the validity of
the contract, if a reasonably available judicial choice of
law would accomplish this result.32 While the same
rationale could be applied by courts on a selective basis
to apply or ignore the law chosen by the parties to indi-
vidual provisions of their contract to assure that all
would be upheld as written,33 neither the language of
the Restatement nor the New York authorities necessari-
ly support that result.34

Moreover, any effort in breach-of-contract litigation
to cause a post-Stephano New York court to exercise
judicial discretion to preserve the overall validity of an
endorsement contract, or the validity of specific clauses
that are premised on the existence of a substantive right
of publicity, may in itself lead to even stranger results
than would otherwise apply under the first rule of the
Restatement.35 This is so because the judge will have to
twist the expressed and unexpressed intentions of the
parties to fit the strictures of the Privacy Law as per-
ceived by the Court of Appeals. The Restatement sug-
gests that, where the law selected by the parties
requires a court to give a particular legal effect to any
words or phrases used in a contract, the court’s deter-
mination is to be made strictly in accordance with the
applicable law regardless of the subjective intentions of
the parties.36 Faced with a conflict between contractual
language based upon traditional concepts of publicity
rights and the single-minded direction of the Court of
Appeals to determine all issues under New York law
within the confines of the Privacy Statute, the commen-
tators of the Restatement have suggested that: “The
forum will neither interpret nor construe the word or
phrase. It will give the word or phrase the arbitrary
meaning required by the applicable law.”37

Particular Problems in the Application of New
York Law to Endorsements

This article was born out of the thesis that a practi-
tioner should never invite uncertainty into a commer-
cial transaction by selecting the law of a jurisdiction
that does not fully recognize and support the commer-
cial rights underlying such transaction. As noted above,
New York law may indeed provide tort remedies to a
living individual, which are a reasonably functional
equivalent to the remedies one would have under the
statutes and/or common law of other jurisdictions that
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and corporate “perks.” The celebrity is also able to
obtain some limitation of liability for the errors and
omissions committed by staff members in the conduct
of an endorsement business, since they serve as agents
of the “entity” in this model and not the individual
celebrity for purposes of respondeat superior doctrines.
Although an endorsement client will generally want a
celebrity to acknowledge in writing to the authority of
his or her licensing entity, and will also want to obtain
written confirmation of the celebrity’s consent to pro-
vide any collateral personal services which may be
required under the contract, it is seldom necessary or
valuable to a client to demand the assumption of
unlimited personal liability by a celebrity in connection
with an endorsement agreement. Finally, the ability of a
celebrity to “pool” all of his or her endorsement and
licensing businesses in a separate and distinct legal
entity allows the celebrity to engage in the kind of
sophisticated discounting techniques of modern estate
planning, which require the fractionalization of interests
in income-producing “property,” through family-held
entities and trust vehicles. In addition to the obvious
benefits to a celebrity, the entity model also benefits the
endorsement client by “packaging” the services of an
individual endorser into a broader contract with his or
her employer, thus negating any implication of direct
employment and saving the entity from having to
resort to the always tedious and sometimes risky
vagaries of the independent contractor regulations
under the Internal Revenue Code.

It is not uncommon for practitioners in strict “right
of privacy” jurisdictions to use common law agency
concepts to get around the requirement for direct privi-
ty of contract, which would logically follow the applica-
tion of New York law to the substantive issue of neces-
sary parties to an endorsement contract. Another
“rough justice” solution may be merely to have the
individual join as a party to the contract generally,
without making any effort to delineate any corporate
separation between the individual and the licensing
entity. Unfortunately, by attempting to create the direct
privity of contract required under the concepts of the
Privacy Statute, both of these structures can easily be
interpreted as creating unlimited personal liability in
the celebrity for contract and tort claims arising out of
the relationship (instead of limiting such liability to the
personal errors and omissions of the celebrity as a fel-
low employee of the licensing entity). They can also be
seen as vesting the individual celebrity as a “principal”
with the sole constructive right to receive payment
under the contract, rather than giving a distinct legal
entity the direct right to earn income from the exploita-
tion of rights. If payments made to a licensing entity are
later recast as an assignment of payment rights from the
principal, the assumptions underlying the celebrity’s
income and estate tax plans (and any returns filed in

recognize publicity rights in the normal sense. Howev-
er, providers and users of publicity would still be well-
advised as a matter of principle to steer clear of New
York law, given the divergent history of the New York
cases in the area of privacy and publicity rights and the
failure of the legislature to as yet act decisively and on a
comprehensive basis. As with many legal issues in the
area of endorsement marketing, there are too few cases
in even the leading jurisdictions to categorically demon-
strate the superiority of any state’s law, and much of
the recommendation to avoid New York on this issue is
based on a generalized fear that any body of law which
excites the interest of learned commentators and aca-
demics is singularly unsuitable for incorporation into a
commercial contract. There are, however, some areas of
concern that arise from particular applications of the
Privacy Act to issues relating to the endorsement busi-
ness.

Assignability of Personal Rights; Privity
of Contract

By denying the existence of a true “publicity” right,
or more specifically, by stating that the only “publicity”
right in an Identity recognized under New York law is a
personal right of consent under the Privacy Statute,38

the Court of Appeals has called into question the ability
of a celebrity to exploit his or her Identity under New
York law except through a direct consent in favor of the
end-user of such rights.39 The most recent significant
New York case on this point, Rosemont Enterprises, Inc. v.
Random House, Inc.,40 held that a corporate assignee of
the publicity rights of Howard Hughes had no standing
to sue for an alleged violation of the Publicity Statute.
By implication, the same rationale used by the Rosemont
court—that the rights under the Privacy Statute are
“purely personal”41—would require the individual
holder of the privacy right to join as the real party in
interest in any contract licensing that individual’s Iden-
tity, regardless of whether or not any personal services
were required in connection with such contract.

By comparison, the Florida statute expressly recog-
nizes the right of an individual to license publicity
rights through an independent entity.42 Because of the
freedom of contract under Florida law, it has become
customary for celebrities in that state to conduct their
endorsement business through independent entities
similar to the one established by Howard Hughes and
rejected by the Supreme Court in the Rosemont case.
This business model has several financial advantages
for the celebrity, which can be factored into the net price
ultimately paid by the endorsement client. First, it
allows the celebrity to be employed by his or her own
entity, which can significantly reduce the costs of self-
employment taxes and permit an individual endorser to
participate in tax-advantaged pension and benefit plans



furtherance of such plans) are called into question. This
may not be a major issue if the celebrity spends every-
thing generated from the endorsement business on a
current basis. However, the distinction between indi-
vidual and corporate rights to receive income and the
ultimate risk of re-characterization of income-generat-
ing transactions with clients in a “three party” deal can
have a substantial adverse impact upon the ultimate tax
treatment of any entity that is used by a celebrity to
accumulate and transfer wealth.

Survival of Rights
A more vexing issue for the parties is the potential

impact of the death of an individual endorser on the
substantive rights of contracting parties if the endorse-
ment contract specifies New York law. The history of
New York law denying rights and remedies to sur-
vivors for appropriation of their decedents’ Identities is
of more longstanding duration than its rejection of the
rights of living individuals, having been decided by the
Court of Appeals in the 19th century case of Schuyler v.
Curtis,43 which it strongly relied upon in support of its
decision in Roberson. The basis for the Schuyler decision,
as in more recent cases applying the Privacy Statute to a
similar effect in cases involving the sensibilities of sur-
vivors,44 is that any right to redress for invasion of pri-
vacy for an unauthorized appropriation of an Identity
covered by the Privacy Statute is personal to the dece-
dent, and therefore cannot survive death.

Although this may well be a logical (if sometimes
harsh) result as applied to cases involving personal feel-
ings of a family, the New York opinions have extended
this rationale to cases involving the assertion of purely
commercial interests by the survivors.45 The Court of
Appeals has not reached the issue, but tacitly approved
the rationale as part of its holding that any publicity
rights in New York were necessarily subsumed within
the Privacy Statute.46 The New York antipathy for rec-
ognizing a true commercial right under the Privacy
Statute may have a limited negative effect upon the par-
ties to endorsement contracts if we assume, like the
commentators of the Restatement Third, Unfair Compe-
tition, that “. . . the dignitary and proprietary interests
that support the recognition of a right of publicity

become substantially attenuated after death.”47 Howev-
er, the practical experience of the modern entertainment
industry with celebrities such as Marilyn Monroe and
Elvis Presley would indicate that death does not neces-
sarily diminish the commercial value of a celebrity’s
Identity. In some cases, like the late singer/songwriter
Jim Croce, and many painters, sculptors and other
artists, death may actually cause the public to “discov-
er” a marginally famous individual and greatly increase
the commercial value of that celebrity’s Identity.

Statutes such as Florida’s make a distinct effort to
avoid the implication of any contrary principles of the
common law of privacy that might otherwise create an
automatic disconnect in contractual relationships in the
event of an endorser’s death.48 For the survivors of an
individual celebrity and the staff or outside agents
charged with responsibility for maintaining a licensing
program, the automatic termination of all of that indi-
vidual’s endorsement agreements in the event of an
untimely death can be devastating. Not only would
they lose the ongoing cash flow necessary to maintain
their lifestyles and cover their business expenses—this
would happen at a time when all of the celebrity’s other
business and contractual relationships would be in a
state of turmoil. Moreover, the automatic termination of
endorsement contracts on the death of an endorser may
create an unintended self-fulfilling prophecy of loss of
commercial value of the kind contemplated by the
Restatement Third, Unfair Competition, since an abrupt
termination of advertising and promotional use of a
celebrity’s Identity after death takes away an important
(and sometimes critical) means of maintaining public
exposure for and interest in the Identity at a time when
the individual becomes unable to generate that expo-
sure and interest through personal efforts. Conversely,
the intensive commercial use of the Identity after death
in the form of “tributes” or “memorials” may generate
a dramatic upturn in the value of the Identity and avail-
ability of future endorsement contracts.49

Marketers utilizing the Identity of a decedent
would obviously not be moved by any of the above
considerations, and might be thought to have a con-
trary interest in escaping liability for payment of post-
mortem compensation for endorsement rights. Howev-
er, the application of New York’s law should not be
sought for that purpose without a full consideration of
the potential impact of New York law on the post-
mortem substantial validity of the contract under the
choice of law rules discussed above. Under the rules of
the Restatement Second, Conflicts,50 the parties could
well be deemed to have intended, by selection of New
York law, that the validity of their licenses to use a
celebrity’s Identity (and pay for the privilege) would
terminate on the death of the individual, regardless of
any ongoing trademark licenses or marketing support
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Application of Law to Artwork and
Memorabilia

Although a facial reading of the Privacy Statute
indicates no clear intention on the part of the legislature
to prevent the appropriation of Identity for use as a
commercial object in its own right, as opposed to an
appropriation for the purpose of advertising or promo-
tion of a separate product, the case law had reached
that result53 prior to the Stephano decision and has not
yet receded from it.54 While there is no specific disap-
proval of this extension of the Privacy Statute in
Stephano, the reasoning of the other cases on this point
is not particularly supportive of the statute to the factu-
al situations before those courts.55 Practitioners may
have reason to be concerned over the future scope of
protection to be accorded under the Privacy Statute to
memorabilia containing text, artwork and audiovisual
materials “honoring” celebrities in the face of what
appears to be a growing view of the Court of Appeals
that the statutory language may somehow be pre-emp-
tive of any implied rights in a person’s Identity under
New York law.56 If the text of the Privacy Statute is, in
fact, to be strictly construed in light of the specific reme-
dies accorded by the legislature in response to the
Roberson case, it may ultimately be difficult to sustain
the lower courts’ formerly liberal interpretations of the
phrase “for the purposes of trade” under the Privacy
Statute.

Another related issue which can seriously affect the
substantive rights of the parties in a memorabilia
license is the line drawn under the “law of the contract”
between artistic expression protected by the First
Amendment and commercial speech subject to regula-
tion under applicable state statutes and common law of
publicity and privacy in the chosen state. All states
which recognize the application of these rights to publi-
cations or works of art have made an effort by statute,
case law or a combination of both to limit the applica-
tion of these rights so as to avoid a conflict with expres-
sion protected under the Constitution. The Supreme
Court has recognized that these interests are subject to
judicial balancing in the state courts.57 The Court of
Appeals has yet to draw any definitive lines in this area
as it relates to artwork and text featuring the Identity of
an individual, which are incorporated into an article of
memorabilia for sale to the general public, and New
York’s lower court decisions have not been particularly
helpful to this analysis.58 If we are to judge from the
deference given to the Court of Appeals in balancing
First Amendment issues under the “newsworthiness”
exception to the Privacy Statute in the Stephano and
more recent Messenger cases (which deference appears
more consistent with the Court’s historical antipathy for
commercial publicity rights than its love for free

arrangements which might otherwise continue unabat-
ed. Neither the early termination of a contract other-
wise valid at its inception nor the partial invalidation of
certain terms or provisions of that contract upon the
occurrence of subsequent events would require a court
to abandon the application of the chosen law to pre-
serve the validity of the contract indefinitely. This is so
because the survival of the endorser for even a few
days after the contract signing would presumably be
legally sufficient to avoid the general conflicts of law
theory that the parties should be protected from mis-
takes, which would render the contract a nullity.51

In this context, the larger issue for an endorsement
client is whether the selection of New York law, with
presumed knowledge of its post-mortem effect, would
be tantamount to releasing the licensing entity or estate
of a nonresident decedent in the event of an untimely
death. While it is customary for an endorsement client’s
counsel to request some form of option to terminate in
the event of a celebrity’s untimely death so that the
client can reassess the viability of the deal when the
death occurs, the application of New York’s restrictive
law could obviate this option by making a potentially
valuable long-term relationship terminable at will by
either party. As noted above, this could result in a
windfall for the survivors and third parties, if the cir-
cumstances of the death are sensational or the decedent
otherwise develops a “cult” following after death.

Any unintended loss of valuable contractual rights
by the original endorsement client in such circum-
stances would not be ameliorated by a legal theory that
the Identity necessarily enters the public domain under
New York law upon the death of its owner (which is
consistent with, if not ultimately sustainable under, the
statute and case law), since the mere continuation of a
right to use the Identity would not restore the original
benefit of a multi-state or multi-national contract. Even
within New York, the rationale for the original adoption
of the right of publicity in Haelen Laboratories52 indicates
that the continued existence of a transferable commer-
cial right is essential to any viable action by the exclu-
sive licensed user of a person’s Identity, to prevent use
by others in the absence of a direct inducement of a
breach of contract by the competing user. Where, as
here, the death of a party and agreement to apply New
York law can be read together as a de facto termination
of the term of the license and dedication of the Identity
to the public domain (at least within the scope of the
contract and territory of New York), it would seem that
competitors would thereafter be absolutely privileged
to deal with the survivors, and/or ignore all of the
prior commercial rights of the parties and appropriate
the Identity for use in New York without risk of liability
to the original exclusive licensee.



speech), practitioners in this area may have reasonable
concerns that the commercial expectations of parties
dealing in memorabilia will be given little weight if the
Court reaches this issue in a future case.

It would be naïve to suggest that any of the Ameri-
can jurisdictions has yet found the perfect theoretical
framework for balancing these competing interests, but
a comparison of the law of New York to the law of Cali-
fornia in this area as enunciated by its Supreme Court
in the recent case of Comedy III Productions, Inc. v. Gary
Saderup, Inc.59 may be of particular interest to practi-
tioners who engage in the licensing of memorabilia.
This case involved an attempt by the licensing entity
formed by the heirs of the Three Stooges to prevent the
use of unauthorized illustrations of their decedents cre-
ated by the artist Gary Saderup on T-shirts and art lith-
ographs. With the considerable assistance of amicus curi-
ae representing a number of parties interested in the
endorsement industry, the California Supreme Court
finally and squarely confronted an issue that has
intrigued commentators and practitioners alike for
decades—the method for balancing the rights of an
artist to choose the subjects to be depicted in a creative
work under the First Amendment with the rights of a
celebrity to keep others from trading off the marketing
value of an Identity without consent. In finding for the
licensing entity representing the Three Stooges, the
Supreme Court held that courts should look to the level
of “transformative” creative effort of the artist and
weigh the relative strength of the marketing appeal of
artist and image in order to determine whether the art-
work is primarily a vehicle for expression protected by
the First Amendment or a commercial representation of
an Identity subject to regulation under the right of pub-
licity. Although Justice Mosk’s opinion is likely to upset
lawyers who represent graphic artists and spur a lively
academic debate,60 the depth of his reasoning stands in
marked contrast to the limited jurisprudence of New
York on this issue. Moreover, if voluntary choice of law
is supposed to allow the parties to select a fully devel-
oped commercial law which meets their reasonable
expectations as to the treatment of their rights,61 Cali-
fornia law would now have much to recommend it as
the “law of the contract” in an endorsement agreement
between a celebrity and any artist who seeks contractu-
al authorization to develop memorabilia on an exclu-
sive basis.62

Territorial Limitations upon New York’s
Statutory Rights

One of the most puzzling issues raised by the case
law under the Privacy Statute is the extent to which the
New York privacy right has extraterritorial application,
and whether the underlying rule of decision by the
New York courts is one of comity and deference to

interests served by the law of other states, a court-
imposed limitation of the jurisdictional reach of equi-
table remedies, or a substantive rule of internal law. For
whatever reason, New York decisions have held that
the provisions of the Privacy Statute should only be
applied with respect to activities of a defendant which
take place or cause injury within New York State.63

While the penal provisions of section 50 would obvi-
ously preclude its application to acts which are outside
of the jurisdiction of the state, the courts addressing this
issue have apparently taken the same approach with
respect to the civil remedy provisions of section 51.

Given the history and language of the Privacy
Statute, and the recognition by courts that a limited ter-
ritorial application of New York law would leave open
the rights of a plaintiff to pursue the full measure of
rights and remedies in other interested jurisdictions
based on the laws of those states,64 this limitation can-
not be easily dismissed as a mere choice of law provi-
sion to be applied by New York as a forum state or a
procedural limitation of its equity practice. Under the
choice of law rules of the Restatement,65 the use of New
York law as the substantive law of the contract would
likely incorporate this apparently substantive limitation
on the rights granted under the Privacy Act. This won-
derful conundrum, which, like a good law school hypo-
thetical, appears to plumb the depths of legal reasoning
in the area of conflicts, could form the basis for at least
one good scholarly article in its own right. From a prac-
titioner’s standpoint, however, the “bottom line”
appears to be that a New York choice of law in this con-
text may create enough uncertainty to justify the adop-
tion by the contracting parties of a body of law outside
of New York, which does not openly invite future litiga-
tion on this issue.66

Absence of Implied Rights of Parties
We have assumed in this article, for purposes of

clarity, that endorsement contracts are licenses of the
Identity of a celebrity within the meaning of the Privacy
Statute. However, a troubling aspect of the Court of
Appeals’ pre-emptive application of the limited statuto-
ry language is its potential effect upon a New York
court’s interpretation and application of particular
clauses or contractual remedies under New York law,
which are an integral part of the general bargain struck
by the parties, but not strictly within the ambit of Priva-
cy Statute. For example, a celebrity will often retain
substantial control over the manner and form of use of
the Identity made by a licensee in advertising and pub-
licity materials as a means of preserving the perceived
quality and commercial value of an endorsement,
because the association of the Identity with embarrass-
ing or poorly conceived promotions may diminish the
reputation of an endorser. While these control clauses
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Appeals, their application to the rights of a celebrity
seemed to be limited to barring recovery for tabloid
attacks of less than libelous extent. By its rulings in
Stephano and Messenger, the Court left open the clear
possibility that any pendent tort claims relating to bad
publicity generated by an endorsement licensee using
the voluntary modeling services of a celebrity can be
eliminated by reference to the limited wording of the
Privacy Statute and any damage to the reputation of the
endorser can be immunized by the “newsworthiness
exception.” The substantive implications of these
cases—that recovery for a breach of contract involving
the services of a celebrity as a model may be limited to
those tangible economic losses which can be established
as flowing directly from the breach of contract—may
greatly reduce the ultimate value and practical enforce-
ability of control provisions in endorsement contracts
under New York law.

Conclusion
For lawyers seeking a reasonable level of certainty

in their multi-state or multi-national endorsement
licensing transactions, the American law of publicity
and privacy can be maddeningly undeveloped and con-
fusing in the best of jurisdictions. It is a credit to the
ingenuity of practitioners that this area of commerce
has flourished in the last half-century, although my per-
sonal belief is that the practice has benefited greatly
from the ability of experienced negotiators to reach tacit
agreements to ignore the more vexing technicalities of
the legal sources and fashion deals that make common
business sense. The inherent problem of choice of law
in this field is the need for practitioners, and ultimately
courts, to apply conflicting local legal systems to an
area of commercial activity that, to be effective in mass
markets and over mass communication networks, is
almost never localized in any particular state. 

Although determining and harmonizing state law
of publicity and privacy is a fascinating exercise for the
academics in our profession and a potentially profitable
one for litigators, the complications of that law are a
potential trap for commercial lawyers and clients alike,
and add unnecessary complications to what might oth-

are generally phrased in terms of approval of or consent
to the release of specific material, which is consistent
with the concept of the Privacy Act, the underlying
basis for the rights reserved does not fit so neatly into
the strictures of New York law.

A particularly difficult issue for celebrities looking
to license their Identities under New York law is the
potential application of the “newsworthiness excep-
tion” to invalidate express limitations imposed upon a
licensee’s production and dissemination of publicity
materials under a contract. Under normal concepts of a
commercial right of publicity and the “Four Torts” of
privacy identified by Professor Prosser under common
law,67 the publication by a licensee of unapproved pub-
licity materials would, in addition to causing a breach
of contract, be actionable as a separate misappropria-
tion (if not approved but not misleading) of Identity or
“false light” invasion of privacy (if the use were mis-
leading or otherwise embarrassing to the endorser).68

While the application of these legal concepts would
obviously be limited in suits against legitimate media
reporting or publication of independent works by third
parties which disseminated information released by the
licensee,69 a contracting party (presumably, even a party
which happened to be in the media business) would
not be able to assert a “public interest” to justify
exceeding the scope of the consent provided under the
endorsement agreement.

In contrast, the ultimate holdings in the Stephano
and Messenger cases may be read as standing for the
proposition that, unless there is no conceivable nexus
between the alleged violation of rights under the Public-
ity Statute and a matter of legitimate public interest, a
media outlet may escape liability for invasion of priva-
cy or publicity rights of a model hired to pose for that
publication—regardless of the scope or even existence
of any prior valid consent under the Privacy Statute
and regardless of the damaging nature of the portrayal
of the Identity to the personal reputation of the model.
To use the terms of art of these cases, it is almost incon-
ceivable that the kind of publicity release generally con-
templated by an endorsement agreement would not
“concern a matter of legitimate public interest,” or
would be merely an “advertisement in disguise,” since
the very purpose of these promotional tools is to pro-
vide the appearance of “hard news” in order to draw
legitimate media attention to an endorsement client.
The “newsworthiness exception” applied by the Court
of Appeals in the Stephano and Messenger cases was
developed in the context of media exploitation of inno-
cent bystanders whose photographs appeared in
embarrassing and even misleading contexts without
their consent. Although the particular results in those
cases were another example of the harsh treatment
accorded individual privacy rights by the Court of

“For lawyers seeking a reasonable
level of certainty in their multi-state
or multi-national endorsement
licensing transactions, the American
law of publicity and privacy can be
maddeningly undeveloped and
confusing in the best of jurisdictions.”



erwise be a rational and predictable interstate com-
merce in publicity rights. It would be entirely reason-
able and helpful to the industry to have pre-emptive
federal legislation to recognize commercial publicity
rights and remove them from the local law ambit of the
personal privacy cases, in view of (1) the need to recon-
cile the trademark and “quasi-trademark” character of
publicity rights where a celebrity becomes identified as
a marketing symbol of a product or service and thereby
associated with its quality in the minds of the public,
(2) the close practical association between marketing
uses of Identities and marketing uses of those other
intellectual property rights of trademark and copyright
traditionally protected by federal law, and (3) the ongo-
ing need to balance the individual’s commercial rights
to control the exploitation of Identity against the pub-
lic’s right to have celebrity information and images
depicted in non-commercial contexts as expressions
protected under the First Amendment. In the disparate
and highly competitive world of celebrities and their
managers and agents, it may also be difficult to develop
a consensus among those most affected as to the best
solutions for the inherent problems of the current sys-
tem without a major litigation disaster to rally around.
Ironically, it may be the skill and ingenuity of practi-
tioners in working with existing state publicity and pri-
vacy laws that has avoided this disaster and kept this
issue from getting the attention it deserves from Con-
gress. 

In the meantime, the fact that there is no “best”
legal system to determine the rights of parties to an
endorsement contract should not deter lawyers from
doing their research and considering the business objec-
tives and legal requirements of particular celebrity
clients and transactions before negotiating a choice of
law clause. As noted above, the failure to do this home-
work can result in a choice of law which, while facially
appealing to the lawyer as a “friendly” jurisdiction,
ultimately frustrates business objectives and fails to
meet the requirements of the parties. In the first and last
instance, counsel must understand the basic theory of
rights underlying the chosen law and compare that the-
ory against the basic legal theory reflected in the terms
of the contract itself in order to assure that the chosen
law will best carry out the intentions of the parties.

As noted above, New York law has been decidedly
“unfriendly” to the recognition of commercial rights in
a person’s identity and has never provided consistent
support for the full exploitation of such rights as a pro-
prietary interest. Rather than receding from its archaic
holdings on privacy rights, the Court of Appeals
appears to be more determined than ever to preserve
the position of New York as the only major commercial
jurisdiction to reject a common law approach to these
issues. Under the circumstances, demanding or acced-

ing to New York as the chosen law in an endorsement
contract may be analogized to the old Cold War prob-
lem of adopting the law of a country that does not rec-
ognize private property to govern a multi-national con-
tract for the acquisition of a factory—the buyer would
generally end up with the factory, but the legal support
for that result would seldom be simple, predictable,
expeditious or inexpensive for either party.

The fact that New York law is often specified and
utilized successfully by the parties in endorsement con-
tracts, which do not attempt to follow the legal theories
of the Privacy Statute and case law, is not a reason for a
lawyer to adopt it. These contracts would probably
function as well without any choice of law clause, or
without the assistance of lawyers in negotiating or
drafting them at all, due to the basic commitment of the
parties to meet their business objectives as expressed in
the contract, without resort to legalistic analysis. A com-
mercial lawyer’s job is to protect the downside risk for
the client if a business deal devolves into legal argu-
ment and litigation, and an important part of that job
must be to select a legal system that works to simplify
the issues and protect the business expectations of the
client when problems arise and business negotiations
fail. For the reasons stated above, I believe that New
York law is particularly unsuited to that purpose in a
celebrity endorsement contract, and suggest that New
York practitioners consider adoption of more favorable
legal sources as the “law of the contract,” wherever suf-
ficient contacts with another jurisdiction provide a fea-
sible alternative.

Endnotes
1. See General Obligations Law § 5-1401, which permits the volun-

tary choice of New York law in commercial contracts for over
$250,000 even if there is no traditional nexus with the state. This
provision excludes any “contract, agreement or undertaking . . .
for personal service” from its operation, although it presumably
could be applied to an endorsement agreement which had no per-
sonal service component.

2. Section 50 is a penal statute, and provides that unauthorized use
of the name or likeness of a living person without consent is a
misdemeanor. Section 51, the civil remedy counterpart, provides
injunctive relief and damages to a person aggrieved by an unau-
thorized use of such person’s name, likeness or voice, including
exemplary damages if the unauthorized use was knowingly
made.

3. A full discussion of New York law in this area and specific con-
trasts with authorities in other jurisdictions is beyond the scope of
this article, and not necessary to an understanding of the basic
choice of law issues presented here. For those having a specific
interest in the nuances of the subject, I recommend reviewing Pro-
fessor McCarthy’s well reasoned overview of state statutes and
common law in 1 McCarthy, The Rights of Publicity and Privacy, 2d
Edition (2002), Ch. 6. (Cited hereafter as the “McCarthy Treatise”).
For those with a thirst for even deeper knowledge, I recommend
reading any one of the number of detailed and scholarly articles
on the subject which are cited in Chapter 6 of the McCarthy Treatise
and in the McKinney’s statutory annotations under the two sec-
tions of the Privacy Statute.

58 NYSBA Entertainment, Arts and Sports Law Journal |  Summer 2002  |  Vol. 13  | No. 2



NYSBA Entertainment, Arts and Sports Law Journal |  Summer 2002  |  Vol. 13  | No. 2 59

individual, or secured to him as a member of the commonwealth,
is property, and as such is entitled to the protection of the law.” Id.,
at 64 N.E. 450 (emphasis added).

16. See McCarthy Treatise, § 6.3 and § 6.7, and chart at § 6.8.

17. 64 N.Y.2d 174, 474 N.E.2d 580, 485 N.Y.S.2d 220 (1984).

18. Id., at 64 N.Y.2d 183, 485 N.Y.S.2d 224 (citations omitted).

19. “Since the ‘right of publicity’ is encompassed under the Civil
Rights Law as an aspect of the right of privacy, which, as noted, is
exclusively statutory in this State, the plaintiff cannot claim an
independent common-law right of publicity.” Id (footnote omit-
ted).

20. Messenger v. Gruner & Jahr Printing and Publishing, 94 N.Y.2d 436,
727 N.E.2d 549, 706 N.Y.S.2d 52 (2000). Although this case
involved a “false light” invasion of privacy claim from another
model, rather than a right of publicity, the reasoning of the Court
is instructive as an indication of the continuing antipathy toward
recognizing any right not existing in 1902 unless expressly man-
dated to do so by the legislature. This almost perverse insistence
upon maintaining the status quo of New York jurisprudence over
a century of dramatic changes in human relationships and mass
media has borne out the concern expressed by Judge Gray in his
original dissent to Roberson, supra, note 12. 

21. Id., at 94 N.Y.2d 441, 706 N.Y.S.2d 55 (citations omitted).

22. See, e.g., Brinkley v. Casablancas, 80 A.D.2d 428, 438 N.Y.S.2d 1004
(1st Dep’t 1981).

23. Supra note 20.

24. Restatement Second, Conflict of Laws § 187(1), and Comment c:
“The rule of this Subsection is a rule providing for incorporation
by reference and is not a rule of choice of law.” See also § 205, and
Comments a and b.

25. Id., § 187(2)(a) and (b).

26. Id., § 187(2).

27. Id., § 187, Comment d.

28. Id., § 200.

29. Id., § 200, Comment b.

30. Weintraub, Conflict of Laws, 3d Edition (1986), § 7.3C, pp. 374-75,
“Section 187 goes too far in attempting to serve commercial con-
venience insofar as it suggests that the choice of law clause is the
most important factor in the decision of whether or not to choose
the validating rule. But this same Restatement section does not go
far enough when it fails to state that exactly the same considera-
tions that would move a court to give effect to the parties’ stipula-
tion of validating law should move the same court to choose the
validating law whether the parties have done so or not.” (footnote
omitted).

31. See A.S. Rampell, Inc. v. Hyster Company, 3 N.Y.2d 369, 144 N.E.2d
371, 165 N.Y.S.2d 475 (1957); Finucane v. Interior Construction Corp.,
264 A.D.2d 618, 695 N.Y.S.2d 322 (1st Dep’t 1999); Eastern Artificial
Insemination Cooperative, Inc. v. La Bare, 210 A.D.2d 609, 619 N.Y.S.
2d 858 (3rd Dep’t 1994); Radioactive, J.V. v. Manson, 153 F. Supp. 2d
462 (S.D.N.Y. 2001).

32. Restatement Second, Conflict of Laws § 187, Comment e: “On
occasion, the parties may choose a law that would declare the
contract invalid. In such situations, the chosen law will not be
applied by reason of the parties’ choice. To do so would defeat the
expectations of the parties which it is the purpose of the present
rule to protect. The parties can be assumed to have intended that
the provisions of the contract would be binding upon them (cf. §
188, Comment b). If the parties have chosen a law that would
invalidate the contract, it can be assumed they did so by mistake.”

33. Weintraub, supra note 30, at 371, “The rebuttable presumption that
is preferable in terms of the needs of the business community is
that the contract and all its provisions are valid, not merely that
the choice of law clause is valid.” 

4. The Lanham Trademark Act, 15 U.S.C.§§ 1051, et seq.

5. I have used the defined term “Identity” in this article to generally
refer to the name and all other identifying characteristics of an
individual, which are subject to protection under any applicable
statute or common law, although Professor McCarthy prefers the
broader concept of “Persona.” See, McCarthy Treatise, 2d Edition, §
4.45. There are a variety of formulations used by the statutes,
cases and commentators to define the concept of the personality
rights of an individual which are protected by privacy and public-
ity law, and the operative definitions used in private contracts will
often differ based upon variations in the “trademark” features of
individual celebrities and individual drafting styles of their
lawyers. In New York, the operative definition of “Identity” in
New York under the Privacy Statute since the 1995 amendments
to § 51 has been the “name, portrait, picture or voice” of a person.

6. See, e.g., Hanna Manufacturing Co. v. Hillerich & Bradsby Co. 78 F.2d
763, 765-767, 101 A.L.R. 484, 489-491 (5th Cir. 1935), cert. denied,
296 U.S. 645, 56 S.Ct. 248, 80 L.Ed. 458 (1935). “The District Court
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right exclusively, irrespective of any trademark or unfair competi-
tion law.’ We are unwilling to go so far.” Id., at 78 F.2d 766, 101
A.L.R. 489.

7. Although courts have been willing to apply the “unfair competi-
tion” concepts of § 43(a) of the Lanham Act, 15 U.S.C § 1125(a), to
claims by celebrities alleging “implied endorsements” which are
misleading to consumers in a trademark sense, the historical legal
theories underlying the Lanham Act do not recognize the underly-
ing market value of Identity in a modern culture where advertis-
ers are willing to pay millions of dollars for the subliminal impact
of product placements in films and TV shows or at media events.
A good discussion of the implied endorsement cases in the Ninth
Circuit and limitations on Lanham Act analysis in this area may
be found in Cairns v. Franklin Mint Co., 107 F. Supp. 2d 1212, 55
U.S.P.Q.2d 1711 (C.D. Cal. 2000).

8. See Haelen Laboratories, Inc. v. Topps Chewing Gum, Inc., 202 F.2d
866, 868 (2nd Cir. 1953), cert. denied, 346 U.S. 816, 74 S.Ct. 26, 98
L.Ed. 343 (1953). Compare Restatement Second, Torts § 652C, with
Restatement Third, Unfair Competition § 46.

9. 171 N.Y. 538, 64 N.E. 442 (1902).

10. Warren & Brandeis, The Right to Privacy, 4 Harv. L. Rev., p. 193
(1890). 

11. “In not one of these cases, therefore, was it the basis of the deci-
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that the plaintiff had a property right in the subject of litigation which
the court could protect.” Roberson, supra, at 64 N.E. 445 (emphasis
added).

12. “It would be a reproach to equitable jurisprudence if equity were
powerless to extend the application of the principles of common
law or of natural justice in remedying a wrong, which, in the
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new social or commercial conditions.” Id., at 64 N.E. 449 (Gray, J.,
dissenting).

13. Id., at 64 N.E. 443.

14. Haelen Laboratories, supra note 8.
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Term Limits: Will the Supreme Court Do Harm?
By Alan J. Hartnick

The dispute is that the D.C. Circuit failed to recog-
nize that (1) the Copyright Clause contains its own limi-
tation, and (2) any legislation that substantially increas-
es the set of circumstances under which the Copyright
Law prohibits expression previously permitted must be
scrutinized under the appropriate First Amendment
standard.

The arguments:

1. The Lack of Power over the Public Domain.
Referring to article 1, section 8, clause 8, the con-
stitutional Copyright Clause is both a grant and
a limitation. There is no public domain clause in
the Constitution. Absent the requirement that
Congress “promote the Progress of Science,”
there would be no Copyright Clause reason to
restrict Congress’ power over the public domain.
Yet the Supreme Court has clearly indicated that
such a power is beyond Congress’ Patent and
Copyright Clause power.5

2. The Need for Originality. “Writings” could be
original or non-original. The limitation of origi-
nality must derive from the “promote []
Progress” requirement. There is no other textual
authority for this restriction.

3. Based on 1 and 2 above, the introductory lan-
guage of the Copyright Clause constitutes a limit
of congressional power over the term of copy-
right. Congress cannot shift the boundaries of
copyright, including term extension, unless it
“promote[s] Progress.”

4. Harper & Row6 Does Not Apply. Harper & Row
concerns copyright actions sounding in trespass.
In Eldred, the D.C. Circuit’s application of Harper
& Row was mistaken. In Harper & Row, the
Supreme Court was asked and did not craft a
public figure exception in the enforcement of a
copyright. Because there is no First Amendment
right to trespass, the enforcement of a particular
copyright is internal to copyright law. There can
be no First Amendment right to challenge the
legal rules under which property rights are set.

5. The First Amendment Applies. For a statute
modifying the Copyright Act itself, such as the
Term Extension Act, there is no textual reason to
except copyright law from ordinary First
Amendment analysis. Nor is there any history to
suggest that the Framers imagined copyright law
to be exempt from First Amendment review in

Another important copyright case, Eldred v.
Ashcroft, will be decided by an activist Supreme Court.
The background: The conventional view is that the doc-
trine of fair use in copyright law provides sufficient
First Amendment values, so that the First Amendment,
of its own force, does not apply to the Copyright Act.1
In a challenge under the First Amendment to the 1998
Sonny Bono Copyright Term Extension Act, extending
the term of copyright generally for 20 years, the Court
of Appeals for the District of Columbia Circuit held in
Eldred v. Ashcroft2 that the term of copyright is “categor-
ically immune from challenge under the First Amend-
ment.” The court also rejected the view that the “pro-
mote [] Progress” requirement of the Copyright Clause
is an independent restraint on Congress’ power.

In 2001, two appellate court cases considered that
the First Amendment did apply to copyright law. In the
Gone With the Wind—The Wind Done Gone case, the
Eleventh Circuit in SunTrust Bank, for the first time,
rejected a copyright preliminary injunction on First
Amendment grounds.3 And in a First Amendment chal-
lenge to the new Chapter XII of the Copyright Act, the
Second Circuit in Corley did apply an intermediate First
Amendment standard in judging the constitutionality of
the new anti-circumvention act.4

There could be less drastic readings of both of these
appellate court cases so that the constitutional issue
could have been avoided. For the Gone With the Wind
case, a new comment defense could be added to the
parody defense in fair use. It is difficult to claim that
The Wind Done Gone is simply a parody of Gone With the
Wind: A comment defense about racism under the
rubric of fair use could explain the case. For the Corley
anti-circumvention case, the new Chapter XII deals
with copyright piracy in the earliest stages, before the
work is copied, and therefore, before the normal rules
of the copyright law would apply. The new Chapter XII
does not concern copyright infringement of original
works: It concerns circumvention and unlawful access-
ing of copyright protection systems—a kind of firewall. 

What is the relationship between Copyright Law
and the First Amendment? A very prestigious group,
including amici who are teachers and students of consti-
tutional law and the First Amendment and who have
studied its application to copyright, petitioned for a
writ of certiorari in the Eldred case. The Supreme Court
granted certiorari on February 19, 2002.

What are the ideas of the scholars? The balance of
the articles reflect the ideas of the scholars and use in
some instances their very language.



order to determine if term extension “promote[s]
Progress.”

6. The “Non-Laughable” Reasons for Term Exten-
sion. It is impossible to create incentives by
retroactive extension of the term of protection for
works already created. The incentive subsisting
prior to the extension was sufficient to bring
them into being. As to prospective extension, the
discounted present value of any revenue stream
to be recaptured eight decades or more is
insignificant. On the other hand, perhaps “har-
monization” with other countries supports cre-
ativity, but the rub is that the D.C. Circuit in
Eldred never properly considered them in light of
the appropriate First Amendment standard.

7. Beyond the Issues. The petition for certiorari
goes beyond the issues of the case to add:
“Whether Congress is constrained by the plain
language of the Copyright Clause will determine
the scope of Congress’ power to pass legislation
to protect databases, or further to withdraw
work from the public domain.” Such argument,
to me, is an unnecessary expansion.

The scholars then requested that the Supreme Court
remand the Term Extension Act under the First Amend-
ment standard appropriate for laws specifically aimed
at non-content regulation of expression in pursuit of
legitimate state interests, which requires some degree of
heightened scrutiny. Notwithstanding, and to the sur-
prise of many, the Supreme Court granted certiorari.7

The all-star professors of constitutional law who
supported the petition were: Professors Lessig, Nesson,
Zittrain, Neuborne, Balkin, Benkler, Rosenfeld, and
Slaughter. This article cannot summarize the depth of
knowledge that the scholars brought to their presenta-
tion to the Supreme Court. Sometimes, ideas require
time to percolate. 

One idea is a new definition of copyright. The amici
proposed an unusual definition. Rather than state that
copyright protects the author’s exclusive right to the
use and reproduction of his or her expression, the defi-
nition becomes:

Copyright law . . . is a law aimed at
improving the marketplace in expres-
sion, which is implemented by sup-
pressing some expression—perhaps
derivative, perhaps imitative—so as to
support other expression—original and
creative.

And that, from the prism of the First Amendment,
is the purpose of copyright law. It is directly aimed at
speech, and, for passionate believers in the First

Amendment, any changes should be subject to height-
ened scrutiny under the First Amendment.

Why did the Supreme Court grant certiorari? That is
hard to know. Some say that Justice Stephen G. Breyer
may be the reason, based upon an article he wrote as a
young law professor.8 On the other hand, our treaty
obligations under TRIPS-GATT required copyright
restoration, which changed the public domain. Mem-
bers of Berne had to restore copyright under Article 18
of the Berne Convention. And then the EU changed the
duration from life-plus-50 years to life-plus-70 years to
match German law. If we did not harmonize, U.S.
authors and their assignees could be deprived of EU
revenue, under the Berne rule of the shorter term of
copyright protection, with the U.S. term then being the
shorter one unless duration were changed. These rea-
sons could justify a legitimate state interest under a
heightened First Amendment analysis, but none of this
was done in Eldred. 

And so, more than “speech” was involved. We had
our treaty obligations as well as the need for copyright
harmonization. In the pending Supreme Court case, we
shall soon see the interplay, if any, between copyright
and the First Amendment.9 The Supreme Court deci-
sion will really pit constitutional purists against prag-
matists.
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After After La Cienega
By Eric S. Goldman

under the 1909 Act. Many eminent
members of the Copyright Bar as well
as the music industry generally long
maintained that public distribution of
phonograph records (or phonorecords)
did not constitute a publication of the
works embodied therein . . . Implicit in
this reasoning was the assumption that
what constitutes a “copy” for the pur-
pose of determining infringement
under the statutory copyright must also
constitute a “copy” for the purpose of
determining whether an unpublished
work has been published and thereby
divested of common law protection.
Yet, no logical necessity requires that
the term “copy” be defined in an iden-
tical manner for these two diverse pur-
poses.5

In fact, most music that was first distributed in
phonograph records did not include a copyright notice,
because publishers believed that distribution of phono-
graph records was not technically a publication of the
music contained therein. The Copyright Office routinely
refused to register copyrights in musical compositions
based solely on distribution of phonograph records,
maintaining that music could only be published by the
distribution of visually perceptible copies, such as sheet
music.6 “When Congress extended Federal copyright
protection to sound recordings in 1971, the law made
clear that phonorecords constituted copies only of the
sound recording, and not of the musical compositions
on the recording.”7

Court decisions on the issue never did yield a clear,
black-line resolution.

Rosette v. Rainbo Record Mfg. Corp.8

In Rosette, the question before the Southern District
of New York was whether the distribution of musical
compositions on phonograph records without registra-
tion of the copyright in those compositions constituted
publication so as to divest the author of copyright pro-
tection.9

Plaintiff Marion Rosette distributed 33 musical
compositions on phonograph records. Several of those
compositions were distributed prior to Rosette’s regis-
tration of the copyrights therein.10 Rosette alleged that
defendant Rainbo distributed exact copies of her
recordings, thus infringing her copyrights.11

Few acts in rock and roll are as well known as The
Rolling Stones. However, the Stones have now made
legal history as well as music history. Due to a change
enacted in 1997 to the U.S. Copyright Act, The Rolling
Stones have been found to have committed copyright
infringement when recording songs in 1969 and 1972.
So the Stones have helped to add another chapter to
one of the most confusing and convoluted topics in
copyright jurisprudence: Copyright in musical composi-
tions and sound recordings.

Background
Since the Constitution was originally ratified, U.S.

legislators have struggled to balance the need of the
public to further the arts and sciences against the need
of artists and scientists to profit from their work. The
Constitution provides, in relevant part:

The Congress shall have 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.1

From this humble beginning, modern copyright law
was born.

Current practitioners of U.S. copyright law are fre-
quently called upon to interpret the provisions of the
two comprehensive copyright laws passed in the 20th
century, the Copyright Act of 1909 and The Copyright
Act of 1976.

Under the Copyright Act of 1909, publication of any
form of artistic expression without registration of the
copyright therein with the U.S. Copyright Office caused
a loss of copyright protection; for example, published
and unregistered works entered the public domain.2
However, artistic expression, which was never pub-
lished, retained protection under the common law.3
Although “publication” was never defined in the 1909
Act, it was generally thought to involve the distribution
of visually perceptible copies.4

Whether or not the distribution of phonograph
records constituted the publication of music contained
therein under the 1909 Act has been a much-discussed
question:

Whether a work was published by the
public distribution of phonorecords
embodying such work remains one of
the most heatedly disputed issues
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Rosette claimed that distribution of phonograph
records was not a publication, while the defendant
maintained that such distribution did, in fact, constitute
publication.12 The court, noting that no court of higher
jurisdiction had acted to resolve the relevant question,13

cited several sources to support the proposition that
publication required visually perceptible copies, and
that distribution of phonograph records did not qualify.

It may be noted, incidentally, that the
Universal Copyright Convention (UCC)
to which the United States is a party
has clearly eliminated mechanical pro-
duction on phonograph records as
“publication”. The Convention in Arti-
cle VI defines publication as “the repro-
duction in tangible form and the gener-
al distribution to the public of copies of
a work from which it can be read or
otherwise visually perceived . . . And
the practicing copyright bar has voiced
its objection to relinquishing what they
consider stare decisis so as to cast into
the public domain thousands of works
of popular and classical music, per-
formances of which have been distrib-
uted on phonograph records without
statutory copyright in reliance upon the
rule of law that a distribution of phono-
graph records is not a publication.”14

However, the Southern District noted that to hold
that music distributed on phonorecords can be consid-
ered unpublished would be to grant a longer term of
copyright protection for unregistered works under the
common law than granted to registered works under
federal law. As a matter of constitutional law, the states
cannot be permitted to grant common law rights in
excess of that provided by federal statute. The court
noted that it had to make every effort to avoid this con-
stitutional problem:15

This leads to the conclusion that the use
of phonograph records without compli-
ance with the Copyright Act bars
claims for infringement not because the
record is a “copy” or a “publication”
but because any other interpretation
leads to conflict with the Federal statu-
tory scheme. Section 2 [of the 1909 Act]
would still be read as applying to
unpublished works protectible at com-
mon law including unpublished musi-
cal compositions where no mechanical
recordings have been made . . . On the
other hand the failure to file notice of
use does not bar the copyright owner
forever.16

The court concluded that the only reasonable inter-
pretation of the law as applied to industry practice was
that the distribution of phonograph records is not a
publication of the music therein, and thus distribution
of phonorecords containing unregistered compositions
does not place those compositions in the public domain.
However, the owner of the copyrights in those compo-
sitions cannot sue for copyright infringement until such
time as the relevant copyrights are registered with the
U.S. Copyright Office.17

The court then moved on to fashion an appropriate
remedy for the plaintiff Rosette. In doing so, the court
also noted that the infringing conduct had ceased more
than a year before the action was filed.18 The court fur-
ther noted that the 1909 Act included a statute of limita-
tions period of three years from the date of infringe-
ment.19 Therefore, the court limited Rosette’s financial
recovery to infringement, which occurred after the later
of the time of the filing of her statutory copyrights and
the date three years prior to the time of the filing of her
claim.20

La Cienega Music Corp. v. ZZ Top21

In La Cienega, the Ninth Circuit faced substantially
the same question as did the Rosette court, namely,
whether the distribution of unregistered musical com-
positions in phonorecords constituted publication
under the 1909 Act, thereby placing the compositions in
the public domain. However, the Ninth Circuit express-
ly declined to follow Rosette.

Bernard Besman was the sole owner of the copy-
right in the musical composition “Boogie Chillen,” writ-
ten by Besman and blues legend John Lee Hooker.
Recordings of the song were sold to the public in 1948,
and copyright in the composition was registered in
1967. A second version of the composition was written
in 1950, and that copyright was registered in 1970. A
third version of the composition was written and
recorded in 1970, and copyright therein was registered
in 1992.22

The rock and roll group ZZ Top released a musical
composition entitled “La Grange” in 1973. The compo-
sition became a signature song for the band. Hooker
notified Besman in 1991 that “La Grange” was a copy of
“Boogie Chillen.” In 1991, Besman notified the owner of
the copyright in “La Grange,” Hamstein Music Compa-
ny, that “La Grange” infringed the copyright in “Boogie
Chillen.”23

Both sides sought relief through the courts. At trial,
the Central District of California ruled in favor of Ham-
stein and ZZ Top, finding that “Boogie Chillen” was in
the public domain. Besman appealed to the Ninth Cir-
cuit. It should be noted that the district court expressly
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tion. Representing the NMPA, the company’s President
and Chief Executive Officer informed the House:

For as long as La Cienega and decisions
following it are allowed to stand, the
very existence of copyright protection
for American music produced before
1978 is in jeopardy. And more than one
billion dollars each year in music pub-
lisher revenues is at stake. Today,
American writers and music publishers
are facing loss of their copyrights for
having done nothing more than comply
with the law as it was understood at
the time.30

This intensive lobbying effort was highly effective.
Congress included in the Copyright Term Extension Act
of 1997 an amendment to section 303 of the Copyright
Act of 1976, which provided that the distribution before
January 1, 1978, of a phonorecord should not for any
purpose constitute a publication of the musical work
embodied therein.31

In a statement made upon the Senate’s passage of
the amendment to section 303, Senator Orrin Hatch
noted that: 

Almost all music that was first pub-
lished on recordings did not contain
copyright notice, because publishers
believed that it was not technically a
publication. The Copyright Office also
considered these musical compositions
to be unpublished. The effect of La
Cienega, however, is that virtually all
music before 1978 that was first distrib-
uted to the public on recordings had no
copyright protection—at least in the
Ninth Circuit.

By contrast, the Second Circuit in
Rosette v. Rainbo Record Manufacturing
Corp., 546 F.2d 461 (2d Cir. 1975), aff’d
per curiam, 546 F.2d 461 (2d Cir. 1976)
has held the opposite—that publi[c]
distribution of recordings was not a
publication of the music contained on
them. As I have noted, Rosette comports
with the nearly universal understand-
ing of the music and sound recording
industries and of the Copyright Office.

Since the Supreme Court has denied
cert in La Cienega, whether one has
copyright in thousands of musical com-
positions depends on whether the case
is brought in the Second or Ninth Cir-

declined to determine whether the statute of limitations
had expired,24 and therefore the issue of the statute of
limitations was specifically not before the Ninth
Circuit.25

In reviewing whether or not distribution of phono-
graph records containing “Boogie Chillen” without reg-
istration of the copyright in the song placed the song in
the public domain,26 the Ninth Circuit noted that:

[t]he majority of district courts consid-
ering this question have adopted ZZ
Top’s view. The only appellate court to
rule on the issue, however, has favored
the approach proffered by La Cienega
. . . Although La Cienega argues that
. . . Rosette [is not] the minority rule,
even the same court which originally
decided that case has noted “that
Rosette is not without its critics and is
not followed by a majority of district
courts in other circuits.27

The court then went on to note that Rosette created
an unacceptable discrepancy between common law and
statutory copyright protection.

According to the statutory scheme, an
artist who composes a song, wants to
sell recordings immediately, and thus
copyrights the song in compliance with
the 1909 Act, has 28 years of copyright
protection from the time of compliance.
In contrast, under Rosette, an artist who
does not so comply can sell any num-
ber of recordings for several years,
receiving common law copyright pro-
tection all the while, before copyright-
ing the work with the Copyright Office.
From the point of compliance on, the
statutory copyright owner receives 28
years of federal protection.28

The Ninth Circuit went on to adopt what it called the
“majority rule,” that the distribution of phonorecords
constituted a publication and that, therefore, “Boogie
Chillen” was in the public domain, as the song had
been published before the copyright therein had been
registered.29

1997 Revision to Section 303
Various music publishing organizations were galva-

nized to action by the Ninth Circuit’s decision in La
Cienega. The Songwriters’ Guild of America, Inc. (SGA)
and the National Music Publishers’ Association, Inc.
(NMPA) were vocal advocates against the decision, and
heavily lobbied Congress to overturn it through legisla-
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cuits. This situation is intolerable. Over-
turning the La Cienega decision will
restore national uniformity on this
important issue by confirming the wis-
dom of the custom and usage of the
affected industries and of the Copy-
right Office for nearly 100 years.32

On November 13, 1997, President Clinton signed
into law Public Law 105-80, which, inter alia, amended
section 303 of the Copyright Act of 1976.33 The SGA
celebrated what it considered to be a significant victory,
noting that the government had enacted:

. . . a copyright technical corrections bill
containing a provision that overturns
the 1995 decision of the U.S. Court of
Appeals for the Ninth Circuit in La
Cienega Music & Co. v. ZZ Top. That
decision held that the sale of recordings
to the public constituted “publication”
of the underlying musical compositions
under the 1909 Copyright Act, a conclu-
sion that has potentially disastrous con-
sequences—hundreds of thousands of
pre-1978 music works would have been
thrust into the public domain since they
did not have a proper copyright notice.
Music users could have refused to
honor license terms and pay writers
their required royalties—costing Ameri-
can composers an estimated $1.25 bil-
lion annually in lost income. 

After intensive lobbying by SGA and
other organizations representing writ-
ers and publishers, the Senate adopted
the La Cienega provision on October 30,
and the House followed suit on
November 4. Enactment of this legisla-
tion finally removed the cloud over
pre-1978 music copyrights. It was also a
significant achievement for SGA, the
first organization in the music industry
to recognize the implications of the La
Cienega decision and to begin the two-
year effort to reverse it in Congress.34

Thus, Congress was making a clear choice, Rosette
over La Cienega. 

There is at least one item of note in the legislative
history on this law. The Senate version of the amend-
ment included the following:

(b) DISTRIBUTION OF
PHONORECORDS—The amendment
made by section 4 shall not be a basis to

reopen an action nor to commence a
subsequent action for copyright
infringement if an action in which such
claim was raised was dismissed by
final judgment before the date of enact-
ment of this Act. The amendment made
by section 4 shall not apply to any
action pending on the date of enact-
ment in any court in which a party,
prior to the date of enactment, sought
dismissal of, judgment on, or declarato-
ry relief regarding a claim of infringe-
ment by arguing that the adverse party
had no valid copyright in a musical
work by virtue of the distribution of
phonorecords embodying it.35

This provision was not included in the version of the
amendment enacted into law.

ABKCO Music Inc. v. LaVere, et al.36

Robert Johnson recorded 29 songs during his brief
career, including the songs “Stop Breakin’ Down,”
recorded March 20, 1938 and “Love In Vain,” recorded
February 9, 1939. No copyright registration was filed
for either song prior to its distribution in
phonorecords.37 Through an extended history, Delta
Haze became the owner of Johnson’s copyrights in the
1990s.

The Rolling Stones released the album Let It Bleed in
1969, which included a recording of an adapted version
of “Love In Vain.” In 1972, The Rolling Stones released
an adapted version of “Stop Breakin’ Down” on the
album Exile On Main Street. Copyright registration for
both songs were filed in the names of Mick Jagger and
Keith Richards, members of The Rolling Stones.38

ABKCO, a music publisher, subsequently acquired
ownership of the copyrights in The Rolling Stones’ ver-
sions of the songs in question.39

In the 1990s, Johnson’s music enjoyed renewed
popularity, fueled in part by the release of a two-CD
box set of his recordings, including “Stop Breakin’
Down” and “Love In Vain.” In February 1993, demand
was made by Delta Haze to ABKCO for ABKCO to
cease and desist from infringing upon Johnson’s copy-
rights in these two songs. Both Rolling Stones albums
were still in distribution at that time. In response,
ABKCO brought a motion in U.S. District Court for the
Central District of California for a declaratory judgment
that Johnson’s versions of the songs were in the public
domain. Delta Haze responded with a counterclaim
alleging that Delta Haze, and not ABKCO, was the
rightful holder of the copyrights in these songs.40
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lowing La Cienega and finding the song to be in the
public domain,49 and Mayhew appealed to the Sixth
Circuit. As a result of the amendment to section 303,
Mayhew’s fortune’s changed.50

The Sixth Circuit reviewed the case de novo51 and
ruled in favor of Mayhew. The court reasoned that Con-
gress had acted to overturn La Cienega in a manner
which made it clear that the revised statute was to
apply to pending cases, noting the language of the
amendment specifically contemplated application to
pre-enactment conduct.52 Once again, it should be
noted that the issue of the statute of limitations had not
been brought before the court. 

Again, the enactment of section 303(b) did not
maintain the status quo with respect to Mayhew’s copy-
rights. Quite the contrary, the amendment overruled
previous court decisions and recognized those copy-
rights.

Unintended Results
Both the ABKCO and Mayhew courts left a determi-

nation of damages to the trial court. A significant ques-
tion in both cases remains unanswered: Will a three-
year statute of limitations be applied?

The Rosette recovery was constrained by the three-
year statute of limitations contained in the 1909 Act.53

The 1976 Act also includes a three-year statute of limita-
tions, measured from the time of infringement.54 How-
ever, it is possible to toll the running of the statute of
limitations on equitable grounds.55 Although such an
occurrence is rare, it is not without precedent.56

In the cases discussed above, there is a strong equi-
table basis for tolling the statute of limitations. The
amendment to section 303 clarifies the nature of activi-
ties prior to 1978. Most, if not all, actions brought after
the enactment of the amendment regarding pre-1978
conduct would be time-barred if the three-year statute
of limitations is applied. To hold actions for remedies
for those actions to be time-barred would be to negate
the intent of the provision. 

The fact that a provision precluding application of
the amendment to pending cases was specifically
excluded from the law could be interpreted to indicate
that Congress intended the amendment to be given the
broadest possible interpretation. Indeed, the specific
exclusion of the provision could be read as legislative
support for ignoring stare decisis in La Cienega, leaving
open the possibility that the plaintiff could seek relief
anew.

The consequences of a successful attempt to toll the
statute of limitations could be staggering. While the
Mayhew decision does not make clear when the alleged

When the District Court held in favor of ABKCO,41

Delta Haze brought an appeal to the U.S. Court of
Appeals for the Ninth Circuit. The Ninth Circuit found
the central issue of the case to be whether the amend-
ment to section 303(b) could be applied to the unautho-
rized exploitation of works made prior to its enactment.
ABKCO claimed that this would be retroactive enforce-
ment of the law,42 while Delta Haze stated that the
amendment merely clarified existing law.43

The court stated that its decision in La Cienega had
been incorrect, and that Congress had consciously acted
to state that distribution of phonorecords had never, in
and of itself, constituted publication under the 1909
Act.44 Since the only possible impact of the amendment
is on works contained in phonorecords distributed
before 1978, the legislature clearly intended the amend-
ment to have retroactive effect.45 As noted above, an
attempt to preclude application of the amendment to
pending cases was specifically excluded from the law.

Applying the law to the facts at hand, the Ninth
Circuit found that Delta Haze was the copyright owner
of the compositions in question. The court reserved all
other determinations with respect to this case to the
trial court. 

What is clear is that, as applied to this case, section
303(b) was not interpreted so as to preserve the status
quo as its advocates claimed it would. Specifically, all or
part of ABKCO’s copyrights in question have been
invalidated.

Mayhew v. Allsup, et al.46

The Mayhew decision presents another interesting
result of the amendment of section 303. Aubrey May-
hew had attempted through two lawsuits to assert
copyright in compositions that had been distributed in
phonorecords under the 1909 Act without proper regis-
tration. The trial court found in both instances that
Mayhew’s compositions had entered the public
domain. However, in both cases, the Sixth Circuit over-
turned the trial court because, between the decision at
trial and the decision at appeals, section 303(b) was
enacted.47

In the one reported case, Mayhew claimed title to
the copyright in a song written by Hoyle Nix entitled
“A Big Ball in Cow Town.” Although copyright was
never registered in the song, it was recorded in 1949
and again in 1958. The 1958 recording was offered for
sale, placed in jukeboxes and distributed for radio air-
play. Mayhew brought suit against the Allsups for the
unauthorized exploitation of the composition in viola-
tion of his copyright therein.48

At trial, the District Court for the Middle District of
Tennessee at Nashville held in favor of the Allsups, fol-
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infringement occurred, the facts of the ABKCO decision
are clear. Delta Haze’s copyrights have been continually
infringed since 1969 and 1972, respectively. Actual dam-
ages could be significant, to say the least.

Conclusion
The 1997 amendment to section 303 of the Copy-

right Act of 1976 has failed to maintain the status quo,
although it has prevented publishers from refusing to
pay royalties in pre-1978 works. Quite the contrary, the
amendment reversed trial decisions finding songs in the
public domain.

In addition, in the event a court is persuaded to toll
the running of the three-year statute of limitations on
equitable grounds, the amendment may have given leg-
islative approval for suits seeking recovery of infringe-
ments, which occurred as far back as the invention of
the phonograph. Whether or not this comes to pass
remains to be seen.

What is clear is that the addition of section 303(b) to
the Copyright Act of 1976 has not provided a clear reso-
lution to this long-standing issue.
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It Is Necessary to Update the New York State
Theatrical Financing Law 
By James H. Ellis

properly assess the risks of loss or gain before making
the investment being offered. 

New York’s Theatrical Syndication Financing Rules
are administered by the Attorney General’s Department
of Law. These rules contain a blanket requirement simi-
lar to the federal laws, which require that public offer-
ings of securities must be registered with the proper
authorities. The requisite disclosure material must be
filed with the Department of Law, unless a specific
exemption applies. One such exemption is that if a the-
atrical offering is limited to no more than $500,000, one
can raise the money by using an investment agreement
that spells out a great deal of information about the
offering, without the necessity of preparing a more
detailed statutory prospectus. I consider this similar to
the federal intra-state offering exemption, even though
the securities can be sold to individuals in other states
under the blue-sky provisions of those states. Today,
this New York exemption is used primarily in off-
Broadway or off-off-Broadway show offerings, since it
is impossible to produce a Broadway show for this req-
uisite amount of money. Since the costs of producing a
show have increased dramatically over the past several
years, the $500,000 figure limitation in this exemption is
now grossly inadequate, even for most off-Broadway
shows.

The second exemption falls under federal law and
is the private offering exemption, which is similar in
some respects to what is usually referred to as the
“waiver exemption” under the New York State law. It is
part of the Arts and Cultural Affairs law in relation to
the applicability of Theatrical Syndication Financing
provisions. It provides that the filing requirements of
offering literature shall not be applicable if the offering
is made to fewer than 36 persons, where an express
waiver in writing to the filing and offering of circular
requirements of subdivision 3 of section 23.03 of the
Arts and Cultural Affairs law (as amended by chapter
517 of the laws of 1988) is filed with the Department of
Law on behalf of each investor. As a matter of course,
most producers also require that the investors provide
them with information pertaining to the investors’ net
worth and annual earnings. 

Both of these state and federal laws were adopted
to protect the small investor who may not have the
sophisticated knowledge of a more substantial and
experienced one. The federal law goes even further to
protect the small investor, by including another provi-

Everyone who lives in and around New York City
knows that the cost of going to the theater has risen
dramatically over the last several years. Tickets to
Broadway musicals are now at the $100 level and the
cost of tickets to non-musicals is in the $75 range.
According to Playbill, the top price for a Broadway
show in 1965-66 was less than $15. In the 1977-78 the-
ater season, the top price was $14.66, an increase of 88
percent, or slightly lower than the increase in the infla-
tion rate during the same 11-year period. That is quite a
difference! 

We also know that in addition to ticket prices, all of
the costs of producing theater in New York have sky-
rocketed during this period. It is more than the theater
rentals, the salaries of everyone involved, from the
stagehands to the stars, and everyone working in and
around the show. Now that there are fewer than a
handful of daily newspapers in New York City, the cost
of advertising in the papers has skyrocketed as well. 

Yet ever since the Theatrical Syndication Financing
Rules authorized by the Arts and Cultural Affairs Laws
of New York were adopted in 1983, there has been no
change in the amount of money or number of investors
that are contained in two sections of the Rules. This
article will specifically address the changes necessary to
bring these sections up-to-date and in line with similar
federal securities law provisions. 

Background
So that one may better understand why these provi-

sions must be updated, it is necessary to first under-
stand how the provisions in question relate to the feder-
al securities laws. 

Most public offerings of securities normally fall
under the Securities Act of 1933, which requires that all
public distributions of securities must be registered
with the Securities and Exchange Commission. There
are, however, several exceptions to that requirement.
One is an “intra-state” offering exemption, where the
securities can be offered for sale only to residents of a
particular state. The other is the “private offering”
exemption, where, if certain requirements are met, the
securities are not considered part of a public distribu-
tion. These occur when there is no public distribution of
the securities and when the securities can only be
offered to a limited number of people who are financial-
ly able and knowledgeable, and who have the ability to



sion that the New York State law does not presently
contain. In addition to a limitation on the number of
investors or offerees, the federal law in Regulation D
permits an unlimited number of “accredited investors”
to take part in the offering, over and above the limited
number of other persons or entities specified in the
Rule. An accredited investor, if an individual, is some-
one who has a net worth of $1 million or more, or is
someone who, during the past two years, has had an
annual income of $200,000 or more, or with his or her
spouse, had an annual income of $300,000 or more, and
expects to earn a similar minimum amount of income in
the current or coming year.

New York law does not presently have an accredit-
ed investor provision, and the potential number of
investors who may invest under the waiver provision
exception is severely limited. Otherwise, with Broad-
way budgets reportedly reaching as much as $10 mil-
lion or more, potential investors are limited to theater
owners, major corporations and a few very rich individ-
uals. The public, whose welfare these laws were
designed to protect, is effectively made ineligible to par-
ticipate in these offerings because of the limitations of
the present New York law.

What Should Be Done About These
Shortcomings

Since 1983, federal securities laws have been made
much more flexible with newer, less stringent require-
ments for offerings of up to $1 million. The New York
legislature should also make an effort to bring subdivi-
sion 3 of section 23.03 of the Arts and Cultural Affairs
law up-to-date by changing the $500,000 limitation to
theatrical offerings to $1 million. The reasons to do so
are extensive, for in addition to recognizing the tremen-
dous increase in costs since the legislation was original-
ly adopted, today, more than ever, the change is neces-
sary for the protection of investors. The budget of every
show includes two special lines of expense; one is a line
for advertising and the other is reserves. If the show
receives bad or lukewarm reviews, but the audience
response is positive, the only way to overcome the neg-
ative effects of the reviews until the show gets “legs” is
to increase advertising expenditures and use funds
from the reserve account to keep the show playing until
income from ticket sales increases. If the original budget
is limited to the present $500,000 requirement, the fig-
ures plugged into the budget for advertising and
reserves may be inadequate to provide for this contin-

gency. If that is the case, the show will be forced to
close prematurely and the investors will lose all of their
money. 

It has been my belief that, due to the above reason,
the figures plugged into the budgets of most off-Broad-
way shows are inadequate. In fact, I believe that the
present New York Rules encourage premature closings,
because they do not recognize how much it really costs
to produce a show in the current environment. In one
production with which I was involved, the minimum
budget for an off-Broadway run was $650,000, necessi-
tating that the offering be made under the waiver pro-
vision of New York law or Regulation D under the fed-
eral securities laws. As mentioned earlier, Regulation D
provides for a greater number of investors than does
New York law, because of the “accredited investor” pro-
vision.

The way to overcome this inadequacy in the New
York law is to add a definition of the term “accredited
investor” to the Theatrical Syndication Financing Rules
and to amend subdivision 3(c) of section 23.03 of the
Arts and Cultural Affairs laws to add an unlimited
number of accredited investors to the fewer than 36
offerees allowed in the present version.

The Rest of the Story
When I brought these inadequacies in the New

York laws to the attention of my Assemblywoman from
Westchester County, she immediately had the matter
studied by her staff. In the spring of 2001, she intro-
duced a bill in the Assembly to raise the $500,000 to $1
million and add an accredited investors provision to the
waiver provision. The bill was passed by the Assembly.
Unfortunately, we were not successful in finding a
sponsor for the bill in the Senate. 

This year, we are much more optimistic. We believe
that similar bills will be introduced in both the Assem-
bly and the Senate.

James H. Ellis is Chairman of the NYSBA Theatre
and Performing Arts Committee. He is a sole practi-
tioner in Scarsdale, New York, who concentrates in
mutual fund matters and entertainment law matters.
He has been a producer of several off-Broadway
shows and a movie. Mr. Ellis is currently President of
the Board of the Parsons Dance Company and has fin-
ished a book tentatively entitled My Journey to Broad-
way and Beyond or a Type A’s Guide to Retirement.
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Parody as Fair Use II: The Wind Done Got Away with It
By Jay Flemma 

This is Part Two of a two-part article. Part One, originally published in Vol. 12 No. 3 Winter 2001 issue of this Journal, discussed
parody cases and the fair use defense up to and including Campbell v. Acuff-Rose.1 Part Two discusses The Wind Done Gone decision
and issues therein which are ripe for review by the Supreme Court.2 Major portions of this article were delivered during Jay Flemma’s lec-
ture at the EASL seminar on parody at the Penn Club in New York City on February 19, 2002, which also featured presentations by Daniel
C. Marotta, Robert W. Clarida, Jay Kogan and Michael Einhorn, Ph.D.

entertainment industries and affected every purchaser of
consumable music or computer hardware.

In the Napster, MP3.com and DVD cases, free speech
and fair use were soundly rejected as defenses in all three
instances. Technology may hurtle us all into the 21st centu-
ry, but courts can still rely on tried-and-true legal stan-
dards that are decades, even centuries old. The courts
strongly support a middle-of-the-road policy, which blends
protecting consumer rights to have access to content
against the copyright owner’s right to be protected from a
“wild, wild west” style of free transfer and widespread
perfect copying and distribution. 

The Eleventh Circuit’s strained analysis of the First
Amendment in SunTrust also promotes confusion. Indeed,
the ink was barely dry on its decision when commentators
began calling it “circuitous,” “scholastic” and “subjec-
tive.”7 These commentators were kind. Other, more irrev-
erent pundits quietly observe that the Eleventh Circuit
relied on ellipses, footnotes, dicta and arcane British law to
determine whether to protect or divest the intellectual
property rights of Gone With The Wind. Both portrayals are
accurate and the holding is indeed unique in intellectual
property jurisprudence. Essentially, since Judge Birch
believed that because the new work, The Wind Done Gone,
was a transformative parody, it was presumptively and, in
effect, automatically a fair use, because such uses are free
speech and must be protected pursuant to the First
Amendment, no matter how much protected material was
taken from the original, and no matter what the effect
upon the market value for the original.

To the contrary, richly intricate issues such as fair use
and its interplay with free speech do not lend themselves
to such bright-line rules or presumptions. Instead, they are
equitable rules of reason requiring courts to make fair pub-
lic policy judgments on a use-by-use basis. All four statu-
tory factors and other equitable factors such as good faith
are important in the individual analysis. Just as Gone With
The Wind is one of literature’s richest, most complex works,
so too are the legal issues in The Wind Done Gone case
equally rich and complex. Such a close factual scenario
and intricate legal argument belies simplicity.

Moreover, just like the appellants in the DVD case, the
Eleventh Circuit asserted that fair use is rooted in and

Introduction
Where the U.S. Constitution mandates that there shall

be no law abridging freedom of speech, the Eleventh Cir-
cuit, in its recent decision in SunTrust v. Houghton Mifflin,
emphatically takes the statute at its literal word.3 It is
unquestionable that the First Amendment is sacred as the
source and guardian of intellectual and political thought in
the U.S. Nevertheless, pragmatism dictates that the First
Amendment is not and was never meant to be an all-
encompassing and one-dimensional prohibition. While the
First Amendment preserves Americans’ right to free
expression, it is augmented and strengthened by reason-
able laws that are perfectly logical and necessary limita-
tions designed to protect free speech from abuse. Since the
time of the Founding Fathers, the laws of copyright, trade-
mark, defamation, obscenity and privacy, among others,
have been exceptions to the right of free speech. Without
reasonable checks and balances, free speech would be sul-
lied by incitement to crime, sedition, vitriolic and
unchecked racism, defamation and theft of intellectual
property. As it leads to chaos and uncertainty, freedom
without order is just as undesirable as order without free-
dom.

Moreover, despite a small yet vocal minority percep-
tion that winds of change may be swirling around copy-
right law, and despite the Eleventh Circuit’s decision in
SunTrust, no wind will be blowing away the foundational
tenets any time soon. For 225 years, the Constitution’s pro-
tection for “authors” and their “writings” has fairly bal-
anced the limited monopoly afforded to authors with the
public’s right to the dissemination of ideas. It has consis-
tently adapted to encompass wonders never envisioned by
the Founding Fathers, a nifty piece of legal legerdemain.4

The fair use defense is equally versatile, equitably bal-
ancing the competing copyright interests in both techno-
logical innovations and creative intellectual expression.
Recently, fair use and free speech merged in the hottest
legal debates of the last decade and vaulted to the fore-
front of not just legal, business or entertainment news, but
to the front page of virtually every nationwide publication
in the firestorm debates over on-line music file-sharing5

and DVD piracy.6 The intense media scrutiny of these
cases was surpassed only by the far-echoing effect of the
decisions, effects that resonated throughout the legal and



required by both the Copyright Clause and the First
Amendment. It that case, it called such a rule an “extrava-
gant claim. ”8 Instead, the Supreme Court has twice held
that “The First Amendment’s protections are already
embodied in the Copyright Act’s distinction between
copyrightable expression and uncopyrightable ideas . . .”9

While courts have recognized that the First Amendment
provides no entitlement to use copyrighted material
beyond that accorded by the fair use defense, until Sun-
Trust, courts had never ruled that the Constitution guaran-
tees any particular formulation or minimum availability of
the fair use defense.10 As Judge Newman wrote in the
DVD case, “the Supreme Court has never held that fair use
is constitutionally required, although some isolated state-
ments in its opinions might be enlisted for such a require-
ment.”11 The Eleventh Circuit’s decision in SunTrust is a
patchwork of such isolated statements.

The Dispute
Gone With The Wind has reportedly sold more copies

worldwide than any other book except the Bible.12 Its
renown and reverence cannot be overstated.

The copyrights for Gone With the Wind have been rig-
orously policed and licensed since the book’s publication.
The plaintiff, SunTrust, a trustee of the Mitchell Trust,
holds and actively manages the copyrights in Gone With
The Wind, authorizing a wide variety of both derivative
works and commercial items. SunTrust recently entered
into a contract authorizing a sequel to Gone With The Wind.

In The Wind Done Gone, first-time author Alice Randall
rewrote Gone With The Wind from the point of view of a
new character, a mulatto half-sister of Scarlett named
Cynara, who was once a slave. Randall changed Gone With
The Wind’s ending so that her new character steals the
dashing hero Rhett from Scarlett, absconds with Scarlett’s
inheritance and later abandons Rhett for a U.S. congress-
man in pursuit of a life of caviar and champagne. The
result is a disjointed, stream-of-consciousness mélange of
three main motifs: a touching mother-daughter gothic
tragedy; allegorical Greek mythological references; and a
spiteful, pulp fiction kiss-and-tell-all, robust with graphic
sexual encounters and language. In retelling the story her
way, Randall appropriated no fewer than 15 characters,
plots, major scenes, character traits and character interrela-
tionships from Gone With The Wind. She also copied
numerous verbatim dialogs and descriptions.

After discovering similarities between the books, Sun-
Trust asked Houghton-Mifflin, The Wind Done Gone’s pub-
lisher, to refrain from publishing the book.13 Houghton-
Mifflin refused. SunTrust then sued for copyright
infringement, trademark infringement and deceptive trade
practices, winning a temporary restraining order and pre-
liminary injunction at the district court level.14 The lower
court held that The Wind Done Gone copied far more than
unprotected scenes, but used 15 identical fictional charac-

ters, incorporating their physical attributes, mannerisms
and distinct features, as well as the relationships among
those characters. Further, while some characters’ names
were transparently changed (for example, Tara becomes
Tata), The Wind Done Gone copied, often in wholesale,
descriptions, histories and places. The lower court found
that simply viewing the original story with a minor plot
change through the eyes of a different character was not
enough transformative value to overcome the wholesale
taking. The court held that:

It is largely an encapsulation of Gone With
the Wind that exploits its copyrighted
characters, storylines and settings as the
palette for a new story. The issue, howev-
er, is that she does not simply add these
historical facts to a new story but, rather,
reintroduces these historical elements to
an existing story, Gone With the Wind, and
then retells that story with the same char-
acters, plot and scenes, from the perspec-
tive of a person, Cynara, who could
appreciate these historical elements.
Then, having retold the story of Gone
With the Wind by repeating famous scenes
and liberal use of plot summaries, the
author takes Cynara on new adventures
with the older works’ characters, all of
which seems to fit well within the defini-
tion of a sequel—“a literary work contin-
uing the course of a narrative begun in a
preceding one” . . . takes fifteen main
characters, more fully explains what hap-
pen in the previous work, and then tells
what happens to them thereafter—a
sequel.15

The district court’s injunction barring publication of
The Wind Done Gone produced an extraordinary reaction.
The Eleventh Circuit granted an emergency appeal, an
expedited briefing schedule and an immediate hearing.
The briefing schedule was accelerated to such an extent
that the litigants at one point had one hour to prepare a
brief and a half-hour to prepare a reply. Mere days after
the lower court’s injunction, the Eleventh Circuit heard
oral argument. Immediately upon conclusion of oral argu-
ment, the Eleventh Circuit reversed the injunction from the
bench, claiming that it had been a prior restraint on free
speech. Randall was free to publish her book.

Transformative Value—Toward a Fairly Useful
Standard

Free speech and fair use unite at an intersection, which
Judge Laval christened as “transformative value.” Trans-
formative value is the amount of change, both quantitative
and qualitative, infused into intellectual property created
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ing that Luther Campbell not only claimed that the work
was a parody from inception and that the new work clear-
ly transformed the original song, the Sixth Circuit said that
the new song’s commercial nature was presumptively
unfair.

The Supreme Court disagreed and remanded the case
to the district court for fact-finding on whether Campbell’s
use of the original’s bass line and lyrics was too substan-
tial, and for testimony regarding whether Campbell had
usurped a derivative market for the original song. The
Court did find that there was enough parodic character
reasonably perceivable in the new song that it was right-
fully a parody. The Court also held that there was a signifi-
cant amount of transformative value in creating the paro-
dy. Nevertheless, an analysis of the market harm and
amount and substantiality of the taking could outweigh
the amount of transformative value. 

Two conclusions result from this decision. First, trans-
formative value alone is not dispositive. Second, no single
factor is presumptive. Indeed, by remanding Campbell to
the district court, the Supreme Court impliedly counte-
nanced scenarios where great amounts of transformative
value could be outweighed by the four statutory factors.

The Wind Done Gone addressed the identical legal and
factual issues as Campbell. Indeed, the parallels between
the cases were eerie. Like Campbell, not only did The Wind
Done Gone contain a significant amount of vulgarity, but
the vulgarity was the message. Each case featured a new
work that borrowed significantly more than enough to
conjure up the original. Instead, each work was not merely
a sequel, but was essentially a rewrite or “outtake” of the
original—an outtake written without permission. There-
fore, while each had transformative value, there was also a
substantial amount borrowed from the original, both qual-
itatively and quantitatively.

There are similarities regarding the other statutory fac-
tors as well. Under the first of the four statutory factors,
the purpose and character of the use, both works are a
hybrid of a parody and a satire because both comment not
only on the original work, but also on class and race
issues. Under the second factor, both targeted a commer-
cially exploited piece. Finally, both clearly usurped mar-
kets from the original. In Campbell, Two Live Crew’s rap
parody invaded and usurped the rap market for the origi-
nal. Similarly, The Wind Done Gone has the potential for
wild popularity as a choice for college reading lists in
African-American Studies curricula. The book could be
used in either a history class, literature class or even in
another course focusing on racial issues. These are markets
in which it could serve as a substitute for Gone With The
Wind. Further, The Wind Done Gone could also serve as a
substitute for Gone With The Wind in the entire African-
American demographic.

and owned by another in order to produce a new work.
Judge Laval’s transformative value theory has become the
most important touchstone in analyzing fair use. Never-
theless, despite the doctrine being embraced universally,
there is confusion as to how to properly analyze transfor-
mative value in the fair use analysis. Some call transforma-
tive value a “non-statutory fifth factor,”16 while others
have interpreted it as a floating factor, one to be applied to
several of the statutory factors.

A parody, a work that references and ridicules an earli-
er work using the earlier work’s most recognizable ele-
ments,17 is the quintessential example of transformative
value. Parodies provides social commentary, humor, criti-
cism or any combination of these virtues. However, the
same elements borrowed from the original are also usually
the elements most commercially valuable to the earlier
work. Courts therefore are careful to respect and protect
these viable economic commodities. Therefore, a true paro-
dy is likely, but not always to be afforded protection, even
despite a substantial taking from the original, or despite
the fact that the new work is being exploited for commer-
cial gain. As a common theme, parody decisions appear to
favor protection of (1) transformative value or an equiva-
lent social benefit through commentary; (2) situations of
minimal market harm to an original work; (3) a claim that
the new work was intended to be a parody which existed
pre-dispute; and (4) good faith and fair dealing. Ordinarily,
the more transformative the new work is, the less signifi-
cant the other statutory fair use factors will be.18

Ordinarily, however, does not mean always. Usually
transformative value and the third factor of the statutory
fair use test, the amount and substantiality of the taking,
are mutually exclusive. Intuitively, the greater the taking
from the original, the less the transformative value and
vice versa. However, in certain rare circumstances, a great
amount of transformative value may result from extensive,
possibly greater taking from the original work. Justice
Souter even recognized this subtle but important dichoto-
my in 1994 when the U.S. Supreme Court decided Campbell
v. Acuff-Rose.

Campbell v. Acuff-Rose
Where Laval’s transformative value analysis is the

touchstone for recent legal analysis of fair use, Campbell
became the Rosetta Stone through applying the doctrine.
Just as the Rosetta Stone translates ancient Egyptian hiero-
glyphics into ancient Greek, so too does Campbell analyze
the statutory fair use factors with Laval’s transformative
value theory.19 In Campbell, rap star Luther Campbell
penned a rap parody version of the 60s classic hit “Oh,
Pretty Woman” by Roy Orbison. While the district court
found Campbell’s use a fair use under the statutory test,
the Sixth Circuit Court of Appeals gave the first factor, the
nature of the new work, presumptive weight. Despite find-



Most importantly, both cases addressed the same cen-
tral issue—to what extent will transformative value be per-
mitted to outweigh the amount and substantiality of the
taking and an invasion of derivative markets—an issue
that the Supreme Court remanded for a fact-finding. The
case was, like Campbell, an extremely close one, which
needed its ultimate determination at a fact-finding. Both
parties had strong arguments in support of their positions
regarding an injunction. As a final similarity, just as the
Sixth Circuit erred because it gave one statutory factor pre-
sumptive weight over the other factors, rather than per-
forming a balancing test of the equities and policy argu-
ments, so too did the Eleventh Circuit. The latter made the
identical reversible error by finding that the transformative
value of The Wind Done Gone gave rise to a presumption of
fair use, a presumption which, to the Eleventh Circuit, out-
weighed any analysis of the statutory fair use factors. 

The Eleventh Circuit Decision
The test the Eleventh Circuit propounded and the

analysis that it employs is one that stands as an anomaly
with all other reported decisions. It ignores the clear
instructions of the Supreme Court in Campbell, which
remanded for a trial on the issues of market usurpation
and amount and substantiality of the taking. Had the
Eleventh Circuit merely interpreted the four statutory fac-
tors and other equities in favor of the defendants within
the framework of analysis propounded in Campbell, there
would be no debate. In short, Judge Birch faced the same
issue, but ignored everything about Campbell because of
his differing view of the role of free speech in fair use
analyses.

The court’s umbrage with the established body of law
is affirmed at the outset of the decision. Judge Birch writes,
“I believe that fair use should be considered an affirmative
right under the 1976 Act, rather than merely an affirmative
defense as is defined in the Act as a use that is not a viola-
tion of copyright.”20 To support his position, Judge Birch
cryptically expounds for several paragraphs the role of
England’s Statute of Anne as a source of American copy-
right law.21 He then states that the copyright clause and
the First Amendment are intuitively in conflict. “While the
First Amendment disallows that which abridge the free-
dom of speech, the copyright clause calls specifically for
such a law.” Judge Birch justifies this by stating that he
believes fair use to be a guarantor of access for First
Amendment purposes.22

Next, the court seems almost reluctant or disappointed
to follow Supreme Court precedent, remarking that: 

However, fair use is commonly referred
to as an affirmative defense and, as we
are bound by Supreme Court precedent,
we will apply it as such . . . Nevertheless
the fact that the fair use right must be

procedurally asserted as an affirmative
defense does not detract from its constitu-
tional significance as a guarantor to
access and use for First Amendment pur-
poses.23

Yet, when the court performs its analysis, it is clear that the
burden of proof regarding fair use has effectively shifted
from the defendant to the plaintiff.

The court finds authority for overturning the lower
court’s injunction in dicta buried in a footnote from Camp-
bell: 

While injunctive relief may be particular-
ly appropriate in cases involving simple
copying or “piracy” of a copyrighted
work, the Supreme Court has cautioned
that such relief may not be consistent
with the goals of copyright law in cases in
which the alleged infringer of the copy-
right has a colorable defense.24

This is exactly the sort of patchwork adaptation of isolated
dicta from older Supreme Court decisions that the DVD
court warned about and denounced.25

Further, the Eleventh Circuit has instead applied its
own fair use right test to determine the appropriateness of
the injunction, since it has already determined in its mind
that the First Amendment “guarantee of access” insulates
The Wind Done Gone from any colorable claim of “piracy”
by the plaintiff.26 The court then analyzes each statutory
factor not against each other, but against the First Amend-
ment’s guarantee of free speech. For example, in analyzing
the first factor, the court fails to analyze whether the pur-
pose was transformative or merely for a profit. It gratu-
itously states that the for-profit status is strongly overshad-
owed and outweighed in view of its highly transformative
views of Gone With The Wind’s copyrighted elements.
There was little discussion about Randall’s attempt to ride
the crest of public exposition due to the imminent release
of a sequel to Gone With The Wind. There was also no infer-
ence drawn as to the financial benefit Randall might corre-
spondingly enjoy. Instead, the court overturned the injunc-
tion by finding that any copying in any amount from the
original and any invasion of any derivative market is out-
weighed by the First Amendment’s protection against cen-
sorship. It ruled that The Wind Done Gone could be pub-
lished the same day.

The copyright clause does not abridge the freedom of
speech, but instead recognizes the economic value of pro-
tecting expressions that are valuable and reasonably pro-
tects abuses of freedom of speech. Such protections have
been recognized and encouraged for centuries. Copy-
rightable expression has a companion characterization to
free speech, as it is also an economic commodity. The tort
of copyright infringement is an economic wrong. 
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original. As the Supreme Court warns in Campbell, no one
factor is determinative.

Parody Practice Issues for the 21st Century

New Remedies

If an infringing work is not a fair use, we usually
“enjoin it out of existence.” If it is a fair use, “the work gets
published and the copyright owner gets to pay the attor-
ney’s fees.” However brilliantly nuanced the fair use doc-
trine is, “all it can do is choose between these two blunt
responses.”31

As an example, in Dr. Seuss’ Enterprises v. Penguin
Books,32 the defendant published an illustrated book called
The Cat NOT In the Hat, which reenacted the events of the
O.J. Simpson murder trial in a verbal and graphic style
identical to the plaintiff’s well-known children’s book The
Cat in the Hat. Despite obviously and substantially trans-
forming The Cat in the Hat, the Northern District of Califor-
nia held that the work was not a parody since the defen-
dant could show no particular need to use Dr. Seuss to
make its point and, therefore, did not sufficiently target Dr.
Seuss so as to constitute a parody.33 Moreover, despite the
cover of the book featuring the caption “A Parody by Dr.
Juice,” the author’s claim of parody was dismissed as a
post-hoc characterization developed solely as a legal
defense.34 The book was enjoined from publication
because the authors liberally borrowed Seussian pentame-
ter and illustrations and merely changed the words to
ridicule the O.J. trial to a greater degree than they did any
passing commentary on Dr. Seuss.35

The confusion regarding the role of transformative
value and free speech has resulted in two disparate deci-
sions in Dr. Seuss and The Wind Done Gone. In both cases,
each book is essentially a rewrite of the original with one
changing the ending, the other changing the subject mat-
ter. Both books take substantial portions, both qualitatively
and quantitatively, from their respective originals. Both
were written for commercial gain. Both unquestionably
utterly usurped derivative markets. Most importantly,
both were only commercially viable because of the good-
will of their respective preceding works. However neither
book offers wholesale commentary or ridicule on the
respective originals. Therefore regardless of the authors’
parodic intent being readily perceivable, the parodic char-
acter is absent. Although both books have transformative
value, if either passes muster under the fair use test, it
would do so marginally. The result that one book escaped
unscathed, while the other was enjoined, is inequitable.
The Supreme Court presently has an opportunity to reme-
dy the unfairness inherent in an “enjoin or publish for
free” dichotomy by recognizing the dual nature of some
works as part parody, part satire and authorizing either
monetary damages equal to a licensing fee for copyright
infringement or by recognizing trademark rights in the

On the other hand, censorship was designed to protect
against a different but equally valuable concern, the under-
lying right to speak or to make certain speech. Censorship
is inapposite to the economic protection afforded to an
author who attempts to benefit from his works of author-
ship as his “speech.” This must also be protected as a com-
modity. The Copyright Act and the First Amendment
copyright clause seek to protect these dual public policies.
Judge Birch’s interpretation unfairly erases that protection.
When speech borrows too greatly from an original work, it
risks losing the protection of freedom of speech and, in
becoming merely a re-expression of someone else’s speech,
is tortious copyright infringement. Transformed speech is
free. Borrowed speech is not free, but an economic com-
modity of the owner.

Further, under Judge Birch’s “affirmative right” analy-
sis, a copyright owner, who has already shown a prima
facie case of infringement, must also affirmatively disprove
that the fair use defense is applicable to the defendant’s
case.27 Further, this position does not promote the benefits
of copyright that are required to be afforded to the owners
of copyrighted works. It unfairly robs them of one of their
statutorily required rights and their bundle of rights, the
rights to make derivative works. Even the Eleventh Circuit
acknowledges that The Wind Done Gone’s success as a pure
work of fiction depends heavily on copyrighted elements
appropriated from Gone With The Wind to carry its own
plot forward.28 Despite the new product being squarely
within the confines of the definition of a derivative work,
an author’s plots and characters are suddenly free agents.

It has always been the law that a parody must be able
to “conjure up” enough of the original to make the object
of the parody recognizable, but how much more the paro-
dist may use has been the subject of much debate over the
years. SunTrust argued that The Wind Done Gone exceeded
the bounds in using certain minor details and interactions
“that arguably are not essential to the parodic purpose of
the work.”29 Campbell mandates inquiry into “what else the
parodist did besides go to the heart of the original.30” The
Wind Done Gone took not only the heart, but the skin,
bones and central nervous system when it took not only
characters, but plot, setting, character interrelationships,
chronology and verbatim dialog. The plantation not only
looked like Tara, it smelled like Tara, tasted like Tara, felt
like Tara and sounded like Tara. Indeed, it did not only
“conjure up” the image of Tara, it was Tara, merely repack-
aged to appeal to a specific derivative market. It is one
thing to write a parody of a story. It is altogether different
to rewrite the entire story. 

The Eleventh Circuit’s holding in The Wind Done Gone
flatly ignores all of the Supreme Court’s guidelines for
analyzing parody cases in Campbell. It places too much
weight on transformative value and essentially ignores the
other factors, including the usurpation of derivative mar-
kets and a significant taking of protected material from the



characters, scenarios and other goodwill of the original
works and imposing damages accordingly.

New Fair Uses—Licensed Parodies and News Parodies

The world of intellectual property has changed dra-
matically since 1994. Since Campbell was decided, the late
90s and early 21st century have seen the development of
two new uses for parody—licensed parodies for fictional
works and characters and news parodies.

Although parodies may not have been freely licensed
10 years ago, licensed parody uses of fictional works and
characters may begin to blossom as a by-product of the
recent entertainment industry trends towards globalization
and consolidation. As an example of such a new use,
AOL/Time-Warner’s purchase of Hanna-Barbara cartoons
and the Cartoon Network has spawned several wildly
popular breakout cartoon parody programs. One such
show is “Space Ghost Coast to Coast,” a spoof of a super-
hero cartoon almost 20-years old called “Space Ghost.” On
the show, the super-hero Space Ghost has retired from
catching intergalactic criminals and has instead started his
own talk show. The villains from the show now serve as
his technical advisor and musical director, and direct
insults at their scatter-brained and absent-minded boss.
The success of the show resulted in the launch of a wide
variety of related “Space Ghost Coast to Coast” merchan-
dise, such as CDs and DVDs of the show, action figures,
mouse pads and games. Other programs lampoon super-
heroes whose rights are owned by subsidiary companies
acquired in mergers. While there may not be an actual
licensing agreement between the parties noted above, the
economic benefit to both parties is significant. Old charac-
ters have been refreshed with new shows and related mer-
chandise. Content providers will begin to freely explore
other such avenues with networks in an attempt to ride
the swelling trend of “retro” programming and merchan-
dise.

In another novel use, ESPN has begun to air parody
segments to report sporting events on its daily sports news
program “Sports Center.” As an example, when Star Wars
Episode II: Attack of the Clones was released on May 16,
2002, ESPN’s “Sports Center” featured a parody segment
based on Star Wars to report the events of the previous
day’s California Angels vs. Detroit Tigers baseball game.
During a sketch entitled “Attack of the Halos,”36 the pitch-
er for the victorious Angels was hailed as “Darth Vader”
for preventing Tiger hitters from reaching base. Angel
manager Mike Sciosia was able to convince an umpire to
change a call and therefore was deemed by anchorman
Scott Van Pelt to have been using “Jedi mind tricks.” Even
Yoda made an appearance, to predict the Angels’ 10-run
offensive output—“Score runs, you will”—in a lampoon of
the character’s penchant for speaking in reversed Eng-
lish.37 The sketch even began with the anchorman reading
a script which scrolled across the screen set on a backdrop

of stars which segued smoothly from the stars to a night
view of the Angels home baseball field.

This use, a parody sketch in a mainstream news
reporting show, is completely different than pre-existing
news parodies that were aired on variety programming
such as NBC’s “Saturday Night Live.” This combination of
the Copyright Act § 107 uses of news reporting and paro-
dy is not only a fair use, but was not contemplated by the
statute, House Committee Reports or Guidelines. Further,
Campbell has proved less than prophetic in commenting in
dicta that there may be no protectable market for licensed
parody derivatives in light of the wild success of the Car-
toon Network’s programs and merchandise.38 Many old
shows may see new life in a completely different incarna-
tion. Moreover, the trademark rights of characters could be
refreshed by such licensed usages. Therefore, the time for
both judicial recognition and the uses of such licenses has
come.

Practical and Ethical Considerations

Although “advice is as a dangerous thing to give, even
from the wise to the wise as all courses may run ill,”39

there are some general guidelines that should prove deter-
minative in most circuits. First, a claim of parody is usual-
ly strongly inferred as a pretext if the characterization of a
new work as a parody was never propounded until after
litigation was either threatened or had already begun.40

Unfortunately, The Wind Done Gone is an exception to this
otherwise bright-line test. Additionally, the defendant in
Dr. Seuss clearly claimed parody as a defense from the
inception of the product, yet the Northern District of Cali-
fornia found the parody defense to be merely a “post hoc
characterization” and “pure shtick.”41 As a general rule of
practice, it is best for clients to claim parody from the out-
set, even in the most seemingly unnecessary of circum-
stances.

Next, pornographic uses are usually enjoined.42 One
notable exception occurred recently in Lucasfilm v. Media
Market Group,43 where a pornographic on-line parody car-
toon entitled “Starballz” was afforded protection as a paro-
dy. This decision appears to be an anomaly because it is
contrary to almost every other reported decision, especial-
ly MCA and Disney.

Additionally, the client should explore the benefits of
entering into favorable parody licensing arrangements and
other derivative markets. Indeed, Napster’s very existence
depends on whether the major labels were reasonably
exploring the on-line digital download market. This “use it
or lose it” analysis of derivative markets could grow to
encompass parody licenses. 

Finally, have the client ask permission. In an age
where the parody market has begun to see a growth of
licensing activity, not only might the client avoid litigation,
but the goodwill gesture could lead to a lucrative licensing
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arrangement. Additionally, some artists might see such
recognition as a badge of honor or accomplishment. Fur-
ther, reference on “Saturday Night Live” or becoming the
subject of the next Weird Al Yankovic single would also
garner free exposure of the author’s work in the market-
place.

Conclusion
Is a new wind blowing? Certainly not. Winds of

change have assailed copyright law for decades, yet each
time the fair use test and free speech analysis have weath-
ered the storm and emerged stronger and clearer than
before. While there will always be an odd anomaly or
aberration, consistency and resilience have prevailed in
both the recent reported decisions on file-sharing and in
the long litany of past reported decisions. Winds of change
will continue to howl around copyright law. So long as we
continue to use a test that is flexible and equitable, balanc-
ing all factors rather than citing one factor as controlling,
no matter how innovative a technological marvel may be,
no matter how unique a new “writing” may appear and
no matter how close a factual scenario will present itself, it
will be nothing that we cannot handle.
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How to Cure Performance Anxiety
By Michael A. Einhorn 

base its decision on economic, competitive and pro-
gramming information presented by the parties, includ-
ing whether the use of the service may substitute for or
enhance the sales of phonorecords. The panel must also
consider the relative roles of the copyright owner and
the transmitting entity in the copyrighted work, and the
service made available to the public with respect to rel-
ative creative contribution, technological contribution,
capital investment, cost and risk. 

Effective July 8, 2002, the Copyright Office imposed
final charges for webcast use of sound recordings for
non-archived purposes—07 cents for Internet simulcasts
of radio broadcasts, and an 8.8 percent increment to
cover related ephemeral rights.14 The CARP results may
strike some as harsh, particularly since radio broadcast-
ers do not pay for over-the-air performance rights.
However, the differing economics of broadcast and
webcast media should deter this quick comparison;
webcasting is more likely than broadcasting to displace
online sales and disrupt the business models of the new
interactive subscription services.15

Congress recognized these distinctions when it
included in the DPRA a narrow performance right that
was applicable only to digital audio transmissions of
sound recordings.16 Webcast “performances” are more
likely to be captured and directly copied to hard drives,
where they can be burned to CDs for use on home
stereos. A statutory license for webcasts must then com-
pensate record companies for the increased risk of an
unauthorized reproduction that displaces a legitimate
purchase, a risk that is clearly greater when the song is
transmitted to a computer, which can replicate and
retransmit it.17 Expert testimony at the CARP hearing
demonstrated the proficiency of software, such as Bit-
bop Tuner and Streamripper, which can be pro-
grammed to scan webcasts to capture favored tunes.18

As a second matter, people listen to broadcast radio
primarily during rush hour and work, and not typically
at a time when they would otherwise buy music for the
purpose. By contrast, webcast radio is heard more often
in evenings in the home and may more readily displace
purchases made for background accompaniment.19

Webcast services may be expected to displace both CDs
and the emerging interactive music services not subject
to statutory licenses.20 The potential for displacement of
evolving business applications was a key consideration
in the Napster litigation; even if the file-sharing service
did not harm the market for audio CDs, the courts held
that Napster had adverse effects on the developing

Introduction
With the passage of the Digital Performance Rights

in Sound Recordings Act1 of 1995 (DPRA) and the Digi-
tal Millennium Copyright Act2 of 1998 (DMCA), two
independent rights are now implicated when a sound
recording is performed in a webcast digital audio trans-
mission,3 and two more in making the necessary
ephemeral reproduction4 beforehand on the Web server.
These performance and reproduction rights, which are
complementary to one another, are controlled by two
independent owners now governed in different institu-
tional systems; the record label controls all rights in the
actual sound recording, while the publisher owns the
copyright in the music and lyrics of the underlying
composition.5 With regulatory segmentation, the cur-
rent U.S. copyright system presents duplicate negotia-
tion and administration costs to the webcaster licensees
who must cobble together the requisite permissions
from a number of independent sources. This article
offers a strategy to streamline the system. 

Sound Recordings 
Sections 106(4) and 106(6) of the Copyright Act6

establish separate rights for the performances7 of musi-
cal compositions and digitally transmitted sound
recordings,8 which now legally include wired transmis-
sions that are part of a webcast. Established by the
DPRA9 and modified by the DMCA,10 section 114 of the
U.S. Copyright Act sets forth a three-tiered structure of
regulations to govern performance rights in sound
recordings.11 Section 114(d)(2) establishes the rules for a
class of non-interactive audio transmissions that are
made eligible for a statutory license to be administered
by the Copyright Office.12

If negotiating parties cannot reach an agreement
during a 60-day negotiation period, a copyright arbitra-
tion royalty panel (CARP) must be convened; rates and
terms should reflect considerations that would have
been negotiated between a willing buyer and willing
seller in a competitive marketplace.13 The panel must

“The CARP results may strike some
as harsh, particularly since radio
broadcasters do not pay for over-the-air
performance rights.”
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business models music labels were attempting to
deploy.21

In the matter of relative compensation for sound
recordings and compositions, sound recordings are
appropriately compensated at higher levels because the
implicated costs of providing them are greater. Taking
the pre-distribution price of a shipped CD at $6 and a
reasonable mechanical royalty of 80 cents,22 the respec-
tive ratio of imputed profits and costs for the two com-
plementary rights is 5.5:1. From the higher pool of
recovered dollars, record labels must cover artist
advances, promotional investments, variable produc-
tion/distribution costs, unit royalties, company over-
head and investor profits. The panel rejected expert tes-
timony that suggested that copyrights for sound
recordings and compositions would be bid to parity in
a residual market where the licenses for each would be
“gravy to the bottom line” on the income statements of
the respective rights owners, who presumably would
be willing to underbid one another to near-zero com-
pensation.23

Musical Compositions 
Once the Copyright Office released its results in

June, Congress could promote digital services by pass-
ing legislation to integrate complementary rights for
composition and sound recording copyrights used in
digital audio transmissions covered by statutory licens-
es. Rights for the public performance of musical compo-
sitions in audio, non-dramatic presentations are now
almost universally conveyed through licenses granted
by the nation’s two largest performing rights organiza-
tions (PROs)—the American Society of Composers,
Authors, and Publishers (ASCAP), and Broadcast
Music, Inc. (BMI)—which license the works of writers
and publishers registered in their respective catalogs.24

Virtually all music publishers and professional song-
writers are members of or affiliated with one PRO.25

These collective organizations now sell licenses, collect
fees, sample users, bring infringement actions, adminis-
ter foreign collections and—after deducting 14 to 20
percent for operating expenses—distribute revenues to
copyright owners.26 The collecting societies pay no
advances to songwriters or publishers and split collect-
ed royalties evenly between them. 

Both ASCAP and BMI now generally issue blanket
licenses to webcasters that convey rights in their respec-
tive catalogues for a specified term. The institution of
the blanket license emerged at the inception of ASCAP
in 1914 as an economic way to cover copyright pay-
ments from restaurants, vaudeville halls and movie the-
aters without need for a song-by-song monitoring of
live play. Blanket fees continued when broadcast radio
emerged, as original program music on radio and the

earlier forums was live and sometimes spontaneous.
The practice was upheld by a 1977 Supreme Court deci-
sion,27 where Justice White noted that “changes brought
about by new technology or new marketing techniques
might also undercut the justification for the practice.”28

Blanket licensing continues in prominent use to the
present day on broadcast radio, television and cable,
although the implicated costs of piece monitoring have
decreased considerably.29 Webcasters now pay 1.615
percent of adjusted advertising revenues (less reason-
able deductions) for blanket rights to the ASCAP cata-
log. This is the same rate paid by broadcasters, and no
recognition is made here of the considerable differences
in the potential for displacement in the two perform-
ance media.30

Fees at ASCAP and BMI are established in a
sequence of negotiations that may involve individual
webcasters or the webcasters’ group agents. If parties
are unable to agree on a fee within 60 days of receipt of
the initial application, any party may request the appro-
priate Rate Court to determine a reasonable fee.31 These
independent Rate Courts enforce the terms of two con-
sent decrees that ASCAP and BMI first entered into
with the U.S. Department of Justice in 1950 and 1966,
respectively.32 The decrees were since modified in 1960
and 1994;33 ASCAP and the Department most recently
entered an amended decree in June 2001.34 The Rate
Courts operate independently of the Copyright Office
and do not have ratemaking procedures congruent with
those established for sound recording rights. By law,
consent decrees may be amended only with the consent
of the signing parties and permit full legal standing
only to the collecting society and the Department.35

Songwriters, publishers and licensees who create, mar-
ket and use the copyrighted material have legal stand-
ing only within the narrow definition of the specific
decree.36

With digital technology, the traditional justification
for the blanket license is no longer relevant, as each per-
formance can be notched through monitoring technolo-
gies that allow rights holders and users to track music

“Rights for the public performance of
musical compositions in audio, non-
dramatic presentations are now almost
universally conveyed through licenses
granted by the nation’s two largest
PROs—ASCAP and BMI—which license
the works of writers and publishers
registered in their respective catalogs.”
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mize its expenses by paying collected royalties directly
to publishers, which would then send the statements to
the writers. Once compensated, publishers may pay
negotiated shares to respective writers. When deals are
so negotiated, individual publishers can commit to
more specific terms and generally may compete for tal-
ent; for example, a publisher bent on attracting a star
writer may actually award her a greater share and a
considerable advance. 

A final issue bearing upon music copyright impli-
cates the proper handling of digital phonorecord deliv-
eries45 and interactive streams46 that are also transmit-
ted through the wires of the Internet. Banking on the
legal definition of “public” performance,47 performing
rights advocates may agree with ASCAP that “every
Internet transmission of a musical work constitutes a
public performance of that work.”48 Simultaneously,
mechanical rights advocates claim that downloaded
and streamed transmissions involve permanent or inci-
dental reproductions in permanent or random access
memory that are legitimately subject to their control.49

In connection with its appointed statutory responsibili-
ties under section 104 of the DMCA,50 the Copyright
Office concluded in August 2001 that both the musical
performance in a permanent download and the tempo-
rary reproduction in an interactive stream are technical
by-products with no economic value.51 The report then
advocated that download rights be assigned as repro-
ductions, while rights for interactive streaming be
assigned as performances. 

If this recommendation were to be adopted, the
“making available” rights52 of downloading and inter-
active streaming would be under separate administra-
tive domain, with little possibility for coordinating the
disparate rights. To be consistent with the mechanical
right currently implicated for CDs that are purchased in
stores and clubs, a related paper argues that both trans-
missions should be administered together and set in a
congruent fashion as mechanical reproductions.53
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5. A songwriter passes her composition and original copyright to a
publisher, who is responsible for promoting the song and
administering the rights. Many writers act as their own publish-

usage. In a supporting memorandum to its new consent
decree with ASCAP, the Justice Department noted:37

The Department is continuing to inves-
tigate the extent to which the growth of
[digital] technologies warrants addi-
tional changes to the [Consent Decrees],
including the possibility that the [per-
forming rights organizations] should be
prohibited from collectively licensing
certain types of users or performanc-
es.38

The Department’s expression is as much a concern
about antitrust policy as efficiency in monitoring.

Leaving the Department’s antitrust considerations
aside, more transparency could be had if performance
rights for digitally transmitted compositions were
assigned to the domain of the Copyright Office, as is
now done for performance rights on jukeboxes,39 dis-
tant satellite transmissions for public broadcasting and
cable superstations,40 and local satellite redistribution.41
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issue “notices of inquiry and proposed rulemaking”
that would invite comments from all affected parties
and grant equal legal standing to any such parties.42 In
a statutory license, the payment schedule for composi-
tions should be congruent with payments to sound
recordings; for example, composition royalties can be
proportional to recording payments, much as the CARP
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Monitoring of webcasts could be done by an inde-
pendent party, such as Sound Exchange43 or Music
Reports.44 Once fees are set and performances logged,
one appointed agent can collect and distribute rev-
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an independent agent or a consortium operated jointly
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for license collections in jukeboxes).

In the same way that The Harry Fox Agency, Inc.
collects for and distributes copyright royalties to pub-
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distributed in the U.S., the appointed agent can mini-

“With digital technology, the traditional
justification for the blanket license is no
longer relevant, as each performance
can be notched through monitoring
technologies that allow rights holders
and users to track music usage.”
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