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[s the typical agreement entered into be-
tween the songwriter and the music pub-
lisher void for lack of consideration?

If consideration is defined as the return
given by one for the act or promise of an-
other. when a songwriter grants to the mu-
sic publisher' his or her song, including
the copyright therein, what does the pub-
lisher give to the creator in return?

Because of recent developments in this
field in the United Kingdom., it may be ap-
propriate for U.S. courts or Congress to
now examine the propriety of allowing a
publisher to own a copyright created by
another for a term measured by the life of
the creator plus 50 years,? without any
consideration, save and except a vague
and implied promise to exploit the work
and a promise to pay monies to the creator,
only if and when the work, in fact, gener-
ates income.”

The Issues

1) Is consideration (of any kind) present
in the usual writer/publisher agreement?

2) What is the fairness of such an
arrangement?

3) Under what circumstances. if at all,
will a court void such an agreement?

Consideration

Because U.S. courts have long taken the
position that it would be an unwarranted
interference with freedom of contract if
they were to relieve an adult party from a
bad bargain, the same courts had decided
long ago that any detriment. no matter
how economically inadequate. will sup-
port a promise. Thus, the mere payment
by the publisher to the writer of one dollar
($1.00), if actually paid. could suffice as
adequate consideration.

Upon reading various versions of the
so-called “Standard Popular Songwriters

'"The name “publisher” itself has become a misno-
mer because “publishing” can currently be defined as
the distributing of music compositions through the
medium of “phonograph™ records and other collater-
al means, and the collection worldwide of funds so
generated (rather than the manufacturing of printed
pages or “sheet music™) and the role of the publisher
has become virtually that of an agent. soliciting rec-
ord companies. artists and their representatives to
perform the traditional publishing function. This
function. as described herein. is not inconsistent with
the definition of “publication™ as set forth in the Cop-
yright Act (17 U.S.C. 101): “The distribution of cop-
1es or phonorecords of a work to the public by sale or

other transfer of ownership. or by rental. lease or
lending.”

*The duration of the term is usually limited only
by the operation of the termination of transfer provi-
sions of the Copyright Actat 17 U.S.C. 203. But also
compare Mills Music. Inc. v. Snyder. 105 8. Ct. 638
(1985) where the U.S. Supreme Court held that after
termination of the songwriter’s grant of copyright to
a music publisher. the publisher may continue to
share rovalty income derived from the sale of previ-
ously licensed records.

*Colton. Licensing of Music Publishers,
SONGWRITER. August. 1976.
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Agreement’ it is clear that in many of
these agreements. the publisher even fails
to promise to pay the one dotlar ($1.00).
perhaps on the proposition (accepted in
California and Tennessee. but not New
York and Illinois) that any written prom-
ise is rebuttably pr esumed 1o be supported
by consideration.® Publishers instead base
the presence of consideration in the agree-
ment upon (i) the publishers’ implied
promise to exploit” the song and (ii}) the
publishers’ promise to pay monies to the
songwriters only if and when each song
generates income.

Two further questions are thereby
raised:

(1) Is the publisher’s implied promise
sufficiem to qualify as consideration?

(2) Is the publisher’s promise to pay if

and when the work generates income. in
fact an illusory promise which will not
support consideration?

Implied Promise

There is much American legal authority
for the proposition that an 1mplled prom-
ise. found by the inferences of the facts set
forth in the agreement. is sufficient to
qualify as consideration. A good example
of that proposition is a case with facts
closely analogous to the typical writer/
publisher situation. the well known New
York case of Wood v. Lucy, Lady Duff
Gordon.” There. the plaintiff, Wood. had
a business which was organized for the
placement of fashion designs. He entered
into a written agreement with defendant
Lady Duff Gordon. a creator of fashions.
He was to have the exclusive right to place
or license her exclusive dcslons and en-
dorsements on the designs of others. regis-
ter copyrights to protect them. and, in
return. he was to have one-half (1/2) of
“all profits and revenues derived from any
contracts he might make.””

Defendant, after signing a written
agreement reciting these facts, subse-

BEVERLY HILLS BAR JOURNAL

quently placed her endorsements on
fabrics. dresses and millinery without
plaintiff’s knowledge und withheld the
profits from him. When the action was
brought by plaintiff Wood. defendant
Gordon claimed that the contract was
worthless because in it plaintiff did not
bind himself to do anvthing.

The court. however. disagreed. saving.
although it was true that Wood did not
promise in so many words that he would
use recasonable efforts to place her en-
dorsements and market her designs. nev-
ertheless such « promise was to be
implied. A promise may be lacking. and
vet the whole writing mayv be “instinct
with an obligation. imperfectly expressed

. If that is so there is a contract . . .

The implication is that plaintftf’s

business organization will be used

for the purpose for which it is
adapted . . . Her sole compensation
for the grant of an exclusive agency is

to be one-half of all the profits re-

sulting from the plaintiff’s efforts.

Unless he gave his eftforts. she could

never get anything. Without an im-

plied promise. the transaction cannot

have such business “efficacy as both
parties must have intended . . . His
promise to pay the defendant one-
half of the profits and revenues re-
sulting from the exclusive agency

and to render accounts monthly was a

promise to use reasonable efforts to

bring ?roms and revenues into exist-
ence.

The principle of Wood v. Lucy. Lady
Duff Gordon in finding bv inferences
drawn from the facts an implied promise
$0 as to sustain a contract has been accept-
ed by many other courts. Of course, the
analogy between Wood and a music pub-
lisher on one hand and Lady Duff Gordon
and a songwriter on the other hand cannot
be avoided. Accordingly. it would seem

*l. CALAMARI & J. PERILLO. CONTRACTS
227 (2d ed. 1977). Also see California Civil Code
1614.

*Used in the music publishing industry to mean
“to utilize. make available and get the value or
usefulness out of.” rather than “to make use illegiti-
mately for one’s own advantage or profit.”

®222NY. 88, 118 N.E. 214 (1917)
J22NY. 643, 118 N.E. 1082 (1918).

d. at 90

81d. at 91

Id.

14 at 92

. rearg. denied
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that the implied promise to exploit the
writer's song should qualify as sufficient
consideration to sustain a contract.
llusory Promise

Is a promise to pay which is conditioned
upon some future event which is within
the control of one of the parties an illusory
promise which would invalidate an agree-
ment?

Modern court decisions. through a
process of interpretations has answered
this question in the negative.'!

Contracts containing such promises are
called aleatory'? contracts. i.e., promises
dependent on an uncertain event or contin-
gency as to both protit and loss.

The publisher’s promise to pay a
portion of the income from the writer's
song to the songwriter. if and when the
work generates income. is a conditional
promise by which the publisher has pro-
tected himself, with the writer’s consent,
against the possibility that the publisher
will be unable to successfully exploit the
work. In doing so, the publisher had im-
pliedly promised to use his reasonable
efforts to bring about the happening of the
condition of his promise. There is no illu-
sion to his promise although it is condi-
tional.

It is well settled in law that a promise is
not an insufficient consideration for a re-
turn promise, merely because it is condi-
tional upon an uncertain and fortuitous
event and it may never have to be
performed.'?

The analysis of these questions show
that consideration is present in the usual
publisher/songwriter agreement. Al-
though that does not mean that these
agreements are therefore necessarily fair,
it should put to an end the query of wheth-
er these agreements are void because of
lack of consideration.

The foregoing, however, does not put
an end to the issue of the fairness of the
publisher/songwriter agreement and the
songwriter’s remedy in terminating the

203

publisher/songwriter contract found to be
so unfair as to be contrary to public policy.
Public Policy

The issue of fairness of a contract, as
previously mentioned. is not normaily to
be investigated by an American court if
lawful consideration can be shown to ex-
ist.

Although our courts have not generally
delved into the issue of fairness of agree-
ments between the music publisher and
the songwriter, the courts of the United
Kingdom have done so in the landmark
case of A. Schroeder Music Publishing
Company Limited v. Macaulay,"* and its
progeny. In so doing. the British courts
have asserted a public policy of fairness to
the creator which has not yet been articu-
lated by any American court or legislative
body.

The Macaulay Case

In Macaulav, the young songwriter
sought to repudiate the writer/publisher
agreement he had with the defendant mu-
sic publisher and was successful in doing
so in the trial court, in the Court of Ap-
peal, and again in the House of Lords.

Macaulay had signed a contract with the
defendant, a worldwide organization of
music publishers, by which the composer
agreed to assign to the publisher all of the
copyrights in his existing work and in
future works composed during the subse-
quent five (5) year period. For that,
defendant publishers agreed to pay the
plaintiff an advance equivalent of about
$100. Subsequent advances of the same
amount were due each time the previous
advance was recouped by defendant pub-
lishers from the royalties due plaintiff. As
is quite common in these agreements,
there was no express obligation by the
defendants to exploit or even attempt to
exploit any composition of the plaintiff.

Macaulay contended that the agreement
was oppressive, and an unreasonable re-
straint of trade (because of his inability to
deal with his compositions for a five (5)

"'"CORBIN ON CONTRACTS 663, et seq.,
CALAMARLI, supra, at 165.

2+Aleatory” is thus defined in the Oxford Dic-
tionary: “Dependent on the throw of a die; hence. de-

pendent on uncertain contingencies.” CORBIN,
supra, at 684.
]J[d

14(1974] 3 All E.R. 616.
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year period except with the defendant) and
therefore void as being against public poli-
cy. At each level, the court agreed. The
House of Lords, in affirming the judgment
of the trial court which had declared the
agreement to be void, made the following
observations:

1. The court refused to countenance the
implied promise argument of defendant,
stating:

It was argued that there must be read
into this agreement an obligation on
the publisher to act in good faith. I
take that to mean that he would be in
breach of contract if by reason of
some oblique or malicious motive he
refrained from publishing work
which he would otherwise have pub-
lished. I very much doubt this but
even if it were so it would make little
difference. Such a case would sel-
dom occur and then would be dif-
ficult to prove.'

2. If the pubhsher is not bound with a
posmve undertaking” 1 to exploit a

composer's works, it would be an “unrea-
sonable restraint of trade” to tie the com-
poser “for this period of years so that his
work will be sterilized and he can earn
nothing from his abilities as a composer if
the publisher chooses not to publish.”!’

3. Had Macaulay had the right to recov-
er his compositions after a reasonable time
of inactivity by the publisher, the agree-
ment would not be against public policy.

4. Because the contract was not negoti-
ated between the parties, but instead the
plaintiff was offered a “take it or leave it”
agreement by a party with superior bar-
gaining power, the agreement was op-
pressive and did not satisfy the test of
fairness, i.e. whether the restrictions are
both reasonably necessary for the protec-
tion of the legitimate interests of the pub-
lisher and commensurate with the benefits
secured to the songwriter.

“Fleetwood Mac” Case

A week later, another English court,
hearing a case involving Fleetwood Mac’s
original manager, who also had a pub-
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lishing agreement with members of the
group (Cliffor dDavzs ManagementLtd v,
WEA Records. Ltd.)'® refused to grant the
manager an injunction against distribution
of Fleetwood Mac records in England that
embodied compositions apparently sub-
ject to his prior publishing agreement. The
Court, referring to “standard” clauses in
the agreement, called them “amazing pro-
visions™ and “restrictive of trade” and
cited the precedent of the Macaulay case
as the authority for its refusal.

Recent Decisions

In two (2) notable recent English deci-
sions, each involving well-known artist/
songwriters (i) Gilbert O’Sullivan. and (ii)
Elton John and Bernie Taupin, the English
courts have confirmed and expanded the
reasoning of the House of Lords in
Macaulay.

Gilbert O’Sullivan Case

In O’Sullivan v. Management Agen-
ey,!? citing Macaulay, the Court of Ap-
peal, affirmed the lower court which had
set aside the writer/publisher agreement
between songwriter Gilbert O’Sullivan
and his publishing company, MAM, on
the following grounds:

1. In the event the publisher failed to
publish any of the subject compositions
during the exclusive five (5) year term
thereof, the writer was not entitled to any
compensation:

2. The writer had no independent coun-
sel prior to executing the agreement: and

3. Undue influence “was to be pre-
sumed because of the special relationship
between O’Sullivan and the defendants.”
The special relationship referred to by
court included a personal management re-
lationship and was based upon the
findings at the lower court that O’Sullivan
“had total confidence in Mills [defendant
personal manager and principal in
defendant music publlshm% company}
and trusted him implicitly.’

Elton John Case

In late 1985, after the decision in the
O’ Sullivan case, another case on this point
was decided in London. In Elron John v.

lfsld
’(‘Id'
ld.

'¥[1975] 1 Al E.R. 237.
'*11985] 3 All E.R. 351.
1d. at 355.
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Dick James Music®! at issue were writer/
publisher agreements signed by Elton
John and lyricist Bernie Taupin with Dick
James Music when they were 20 years old
and 17 years old, respectively. Armed
with the Macaulay decision. plaintiffs
sought to set aside the publisher and re-
cording agreements entered into with
various entities controlled by Dick James.
on the grounds of undue influence and de-
manded return of all copyrights and mas-
ter recordings.

The Court refused to set aside the agree-
ments citing the long period of time be-
tween plaintiffs’ questioning the validity
of the agreements and their bringing of the
action.

However, the Court did rule on behalf
of John and Taupin on a most controversial
provision present in many international
publishing agreements: i.e. where the
publisher enters into subpublishing agree-
ments with local wholly-owned subsidiar-
ies in various foreign territories, which
subsidiaries, in some instances. are noth-
ing more than a paper creation. having no
offices, staff or physical presence except a
file cabinet. Typically, under such an
agreement, each such “sub-publisher”
may retain as much as fifty (50%) percent
of all revenue generated in its own territo-
ry, remitting only the remainder to the
parent music publishing company. Ac-
cordingly, when it is time to account to the
writers, the parent music publishing ac-
counts only for the fraction “received”
from its subsidiary in the foreign territory,
which of course, is a considerably less rev-
enue than would be received were these
genuine sub-publishing agreements, ne-
gotiated at arms-length with an independ-
ent third party sub-Publisher in each
appreciable territory.*”

Elton John and Bernie Taupin claimed
that (i) Dick James Music Group (“DIM™)
had breached its fiduciary dutv and (i1)
DIM and other defendants had also
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breached an implied warranty not to
“unfairly artificially or unjustifiably re-
duce”?* the receipts upon which royalties
were payable. Although the Court found
that the USA subsidiary was. in fact, a real
operating entity which had a staff,
justifying its retention of a thirty five
(35%) percent subpublisher’s fee. the
Court did not allow the retention at a
subpublisher’s percentage by the other
subsidiary subpublishers (operated solely
for an administration fee by a local pub-
lisher in each territory). With respect to
the other subsidiaries, the Court ruled that
the proper measure of compensation to be
retained by the subsidiaries was the
amount actually paid to the local pub-
lisher/administrator in each territory,
stating that *. . . in addition to being un-
der a duty to exploit the assigned copy-
rights only in a way to honestly considered
was for the joint benefit of the parties.
DJM was under a duty not to make for
itself any profit not brought into account
in computing the writers’ royalties.”** In
so doing, the Court exhibited a good un-
derstanding of the commercial realities of
the music publishing industry.

Taupin and John had also asserted al-
leged undue influence as the basis on
which the court should rescind the origi-
nal publishing agreement. The Court
refused to grant rescission, although in
discussing its reasons for its refusal. it
raised other important issues with respect
to the writer/publisher agreement:

The Court-found that based on the dis-
parity in their (a) ages and (b) levels of
business acumen and experience
(plaintiffs were minors when the agree-
ment was executed although same was ap-
proved by their parents) and based upon (i)
plaintiffs’ reliance on Dick James that the
contractual terms would be fair to them
and (ii) the fact that no negotiation had
taken place, Mr. James indeed had had a
dominating influence over plaintiffs.”

2111982 J. No. 15026, High Court of Justice.
Chancery Division].

“The realities of the market dictate that when the
original publisher negotiates subpublishing agree-
ments at arms-length with its foreign subpublishers.
the actual retention by the applicable subpublisher
may be as little as ten percent (10%) to fifteen percent
(15%).

*Id. at 56.

*1d. at 62.

*The Court did go to pains to point out that
notwithstanding they did not consciously seek to ob-
tain an unfair advantage: ““[o]ne can obtain an unfair
advantage by the exercise of dominating influence
without intending to act unfairly” Id. at 100.



206

However, the Court stated that although
such an undue influence coupled with “a
manifestly disadvantageous transaction
resulting from the exercise of that
influence”2® would be a ground to rescind
the agreement, it held that the subject
transaction had not so operated, taking all
circumstances (e.g. the great monetary
success enjoyed by the plaintiffs thereun-
der) into account. It is not clear, however,
that other courts will be so forgiving of
publishers in similar cases that arise in the
future. In any event, although the Court
refused to declare the agreement void as
was done in Macaulay, the Court did com-
ment negatively about the agreement,
pointing out as following “unfair” aspects:

There was no provision for an increased
royalty rate in the later years of the agree-
ment, notwithstanding the potential level
of success the writers’ compositions might
enjoy; and

2. As in Macaulay, the copyrights were
assigned for their full terms with no pro-
vision for a reversion based on the pub-
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lisher’s failure to exploit individual
compositions (or for failure to exploit any
compositions at all).

Conclusion

American law has its deep roots in Eng-
lish law, but has often been pointed out,
these roots were planted in the 17th and
18th centuries and since then. the legal
vines have grown in different directions.
One might say that some of the American
vines have failed to grow at all. American
courts have, in the past, been more willing
than their English counterparts to imply a
promise to use reasonable or good faith
efforts, and so whether American courts
will adopt the logic of Schroeder v.
Macaulay and its progeny, and create a
revolution in the U.S. music publishing
industry which is already underway in that
industry in England, remains to be seen.
In fairness, however, that logic at least
warrants further self-examination by re-
sponsible members of the music pub-
lishing industry.

261d. at 93-94.
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