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Chapter ObjeCtives
•• Understand licensing.
•• Learn the history of licensing.
•• Understand how the five Ps affect licensing.
•• Identify key benefits of licensing to both licensee and licensor.
•• Learn the key components of a licensing plan.
•• Review team, league, and athlete licensing deals.
•• Review a licensing contract.

Chapter Overview
This chapter covers the fundamentals of sports licensing. It discusses how the rules 
of licensing control almost everything that a sports marketer does. It includes a sam-
ple licensing contract and reviews the most important aspects of the document.

Licensing

Chapter 2
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Voices from the Field: Linda Castillon
Biography
Linda M. Castillon describes herself as a “product person.” She has more than 
25 years of experience working in the licensed sports, entertainment, and brand 
industry creating exceptional and best-selling products. Her expertise in creat-
ing these licensed products has generated millions of dollars in revenue for the 
companies that she has worked for.

She has been in charge of the licensing departments for such sports brands 
as Upper Deck Company, The Original Ball Bag Company, Fathead, and Skinit. 
Along the way, she has handled licensing deals for icons of sports, including 
Michael Jordan, Tiger Woods, Kobe Bryant, and many others. Her experience 
with the NFL, NBA, MLB, and NHL is unparalleled in the industry.

Linda started her career in the gift industry in Los Angeles and Texas. She 
then entered the wholesale arena in New York in categories such as sleepwear/
lingerie, jewelry, and accessories. Her next stop was Seventh Avenue to work on 
selling licensed apparel.

That’s when her career in licensing really took shape. She worked with Jim 
Benton on selling his new evergreen property, “The Misters,” for Sharkys, 
Apparel, Trevco, and Apparel America. She built a successful licensing program 
that placed millions of dollars worth of this property on T-shirts that sold into 
retail. One of her “real big” successes was helping to launch a new product cat-
egory in sports and entertainment: The Real Big Fathead line of life-sized wall 
graphics was an instant hit.

Linda appreciates the power of licensing and understands how to build a busi-
ness from the ground up. She knows how to market and sell the licensed product 
that she helps to create, and she knows how to build brands. “I love working with 
the licensors, licensees, celebrities, agents, athletes, artists, and the manufactur-
ers who develop quality products.” Her nickname is “The Licensing Guru.”

Q&A

Q:Q What is your current position?

I am the Senior Vice President of Licensing at CARD.com. We produce high-quality 
skins for electronic devices.

Q:Q How did you become an expert in your field?

Well, nothing beats hands-on experience. I constantly strive to learn and get better. 
I’ve worked in many niches of the licensing world, learning a bit in each one.

18 Chapter 2 Licensing
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Introduction
Sports licensing is one of the most important things that you will learn from this 
book. A license is the legal link between a league, team, or player and a paying client 
or sponsor. Negotiating a license agreement is a central skill set in this business. You 
must learn to maneuver easily through all the brands, governing organizations, players 
associations, contracts, and rules and regulations. Knowing the guidelines that govern 
licensing is paramount to success in the consumer products, sports licensed industry.

Licensing occurs when the owner of intellectual property (Ip)—copyrights, trade-
marks, indicia, or “licensed marks”—grants use of the IP to a third party (licensee) 
in exchange for a fee. The licensor is the owner of the property. The licensee uses the 
property for a fee.

History of Licensing
Licensing is not a new phenomenon. Examples actually reach back centuries. How-
ever, licensing really started to blossom with the advent of television. Weekly shows 
and cartoons spawned image and likeness use of many characters, from Mickey 
Mouse to Superman.

Q:Q Tell me about your department. Who works with you?

I typically have a few sport and entertainment licensing managers, an occasional 
student intern.

Q:Q How is it structured?

I like to give the people who work with me direct contact with the licensors. It’s the 
only way to truly learn the business. I will have each person handle the day-to-day 
with a few licensees. I usually divide it by sport or entertainment category. I always 
try to teach my team so that they learn as much as possible and get hands-on 
experience.

Q:Q What is the most exciting thing about the field of licensing?

Licensing changes every day. Teams or players get hot, break records, or win a 
championship. The companies that can respond first to those events win. Some-
times it feels like you are part of the sport. You have to stay on top of everything 
that is happening on the field or court and be positioned to take advantage of 
opportunities when they arise. It’s very exciting.

Q:Q What advice do you have for students interested in licensing?

Study the industry. Learn how licenses are awarded. Understand the league struc-
ture of properties and players unions. And, if possible, get an internship while you 
are still in school. Always be learning.

Courtesy of Linda Castillon.
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Licensing is used to enhance and add value to consumer products and goods in 
many assorted industries. Art, nationally known consumer product brands, celebri-
ties, sports, entertainment, music, and several types of proprietary software are the 
major intellectual properties in focus in consumer products licensing. Sports are 
one of the leaders in the field of content licensing and one of the most visible—after 
all, football is king in the United States, and baseball is as good as Mom’s apple pie. 
According to Forbes, retail sales of professional sports and collegiate licensed prod-
ucts have been as high as $15.15 billion in a single year.1 (See Table 2-1.) For decades, 
entertainment companies such as Disney have been licensing the rights for use of 
their characters’ images on products. Elvis is one of the biggest revenue-generating 
celebrities year after year. The music industry accounts for a large number of licensing 
deals and, with the death of Michael Jackson, looks to capitalize on more and more 
licensing revenue. Music’s big revenue generators also include the Beatles.

The National Football League (NFL) and Major League Baseball (MLB) propel sports 
to the forefront of revenue generators year after year, even during strikes. (See Table 2-2.) 
Sports licensing is fueled by the passion that consumers feel for their sport, team, and 
favorite athlete. Fans want something tangible to link them to their heroes, and even if a 
game is locked out, the consumer who loves sports can still share his or her passion for 
the game. Retailers happily supply licensed T-shirts, caps, mugs, and cell phones.

As the featured speaker at the 2009 NFL Licensing Summit, Jerry Jones, owner of 
the Dallas Cowboys football team, delivered this message, which struck a chord with 
me. I paraphrase: Some folks will never get to go to a Dallas Cowboys game at Cowboys 
Stadium, but by buying some licensed Dallas Cowboys products, they’ll be able to, even 
in a small way, feel the passion and wonderment that going to a live game delivers. By 

Table 2-1 Historical Retail Sales of Licensed Products by Property Type
Property Type 2002 2007 2010 2011 2012

Entertainment/character $49.9B $52.4B $46.0B $48.0B $49.3B

Corporate/brand $24.2B $24.7B $19.7B $21.2B $21.6B

Fashion $19.5B $17.7B $15.1B $16.0B $16.5B

Sports $14.0B $15.0B $11.8B $12.3B $12.6B

Art $4.7B $5.1B $3.8B $3.9B $3.9B

Collegiate $3.4B $3.7B $3.6B $3.8B $3.8B

Music $2.6B $2.8B $2.6B $2.7B $2.7B

Nonprofit $844M $931M $736M $758M $779M

Publishing $941M $857M $690M $752M $732M

Others $211M $190M $63M $63M $63M

Total $120.4B $123.4B $104.0B $109.3B $112.1B

Modified from: SportsBusiness Daily. Licensing Revenue Rising in U.S., Canada. June 18, 2013. 
Sportsbusinessdaily.com http://www.sportsbusinessdaily.com/Daily/Issues/2013/06/18/
Research-and-Ratings/Licensing.aspx
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watching a game on television and seeing our brand new stadium, that fan will feel 
like he’s actually there. That comment sums up why these products are so successful. 
Sports licensed products provide fans with a way to show support and fuel their pas-
sion for their team.

Before a third-party company or sponsor is willing to pay for a sports license, 
team, or player, the owner/licensor needs to have already developed brand equity to 
leverage. Very few consumer product companies or athletes have enough brand equity 
to sell a license on their own. The entire team/roster or organization is needed to offer 
the chance of success for the product line.

That’s why powerful and popular brands such as the NFL and National Basketball 
Association (NBA), as well as athletes like Michael Jordan, have been able to create 
large revenue streams through licensing deals. These are carefully crafted brands, 
built over time, and that brand equity can be leveraged to make it profitable.

How the Five Ps Affect Licensing
produCt  The product in licensing is an intellectual property. Although not the 
typical tangible product that one thinks of in business, an IP can be a valuable asset to 
it rights holder.

prICe  Licensing fees take a number of different forms. Some have a fixed fee, 
whereas others may have a royalty-based price structure. Most have some combina-
tion of a minimum guarantee and a royalty.

promotIon  There are many different aspects to promoting in the licensing indus-
try. First, the owner of the IP must promote and build its brand in order to attract 
other companies to it. Companies paying for the rights to associate with an IP must 
then promote that association with the goal of increasing sales of their product.

Table 2-2 2012 Estimated Licensing Revenues—U.S./Canada
Property Type Licensing Revenue (in millions)

Art $134

Character (entertainment, TV, movie) $2550

Collegiate $206

Fashion $755

Music $122

Nonprofit (museum, charities) $36

Sports (leagues, individuals) $685

Trademarks/brands $928

Publishing $35

Other $3

Reproduced from: SportsBusiness Daily. “Licensing Revenue Rising in U.S., 
Canada.” June 18, 2013. Sportsbusinessdaily.com
http://www.sportsbusinessdaily.com/Daily/Issues/2013/06/18/Research-
and-Ratings/Licensing.aspx
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pLaCe  Once the owner of an IP has decided to license that IP to other companies, 
it must choose which companies it wants to partner with. Many times, IP owners will 
license only one company in a category. It is critical for the owner of the IP to perform 
due diligence and determine the best company with which to place its brand.

progress  In the past, licensing deals were pretty clear-cut contracts. Often, they 
took the form of an IP holder allowing another company to use the IP holder’s logo 
on a product. For example, the NFL may license a T-shirt manufacturer the right to 
include team logos on their shirts. The continued development of the Web has created 
many opportunities for the use of an IP to help promote a brand. These new opportu-
nities can make the rights portion of a licensing contract extremely complicated. The 
lines become particularly blurred with the use of images on fantasy sports websites. 
Whereas progress creates opportunities, it also creates rights questions in licensing.

Why License?
Consumer product licensing allows the licensor (brand owner) and licensee (con-
sumer products company) to capitalize on each other’s strengths. For instance, the 
NFL doesn’t have the knowledge or infrastructure to produce or distribute anything 
other than the management of its brand and the game. If the NFL wants to have trad-
ing cards produced for the teams and the brand, it must negotiate with all the major 
trading card companies to put together a licensed deal, whereby the brand and the 
teams are represented in great products and offered to consumers. Through the due 
diligence process, the NFL (property holder) can license with the best companies in 
an assortment of industries. The resulting mix of products will drive millions of dol-
lars in sales and revenues. The NFL brand is enhanced while profitably satisfying the 
consumer sports fans.

Likewise, without a consumer products license from the league, the trading card 
company, as the licensee, doesn’t have access to the star athletes or brand equity that 
the NFL controls. Both entities benefit from the partnership, and consumers have new 
products that further build their loyalty to the NFL brand.

Benefits to Licensor

New product offering: The rights holder or licensor can create a portfolio of prod-
ucts by leasing its intellectual property to manufacturers. This allows the licensor 
to spread its brand equity to multiple channels.

Creation of new and additional revenue streams: Licensing creates a revenue 
stream for the licensor through the flow of royalty payments from the licensee.

Expansion of brand equity and brand footprint: The licensor can use licensing as a 
form of advertising to reach many different demographics of consumers. The NBA 
has done a wonderful job of creating women’s licensed clothing that reaches bou-
tique clothing stores.

New channels of distribution: Through licensing, sports brands are now seen 
in hardware and grocery stores and in the bedding, toy, bath, and clothing 
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departments of major retailers. These distribution channels could not be reached 
without a licensing program.

New demographics: Through licensing, the leagues have gone beyond the typical 
male-dominated demographic. Now, kids are using licensed toys, teens are playing 
licensed video games, and women are wearing licensed apparel. This exposure to 
new demographics has helped the leagues build their brand equity.

Benefits to Licensee

Minimal capital investment: Beside the royalty, an investment in a licensing pro-
gram is minimal. Typically, companies simply add a league logo or player image to 
their existing product. The actual process is inexpensive.

Use of brand equity of licensor to make impact: Many sports properties are some of 
the most recognizable brands in the world. The ability to produce a product featur-
ing one of those brands gives that product instant credibility.

Higher price points: Licensed products demand a higher price point. A plain cotton 
T-shirt may sell for $10 at retail. That same shirt with a Nike Swoosh and Michael 
Jordan’s image may retail for $25.

Solid revenue stream: A well-planned licensing program should command higher 
price points and sell more product. This creates a revenue stream difficult to match 
without the use of a licensing program.

New distribution channels: Licensed products open doors at retail for companies. 
In the T-shirt example, the generic shirt has limited distribution possibilities. That 
same shirt with a sports license may be attractive to sporting goods stores, team 
shops, and stadiums. Through licensing, companies can create many different dis-
tribution opportunities.

Payment and Cost Structure
Although many types of licensed deal structures exist, the majority contain certain 
elements in common. Consumer products, sports licensing deals, and payment sce-
narios contain these elements:

•• Advance
•• Royalty
•• Minimum guarantee

The licensor usually collects an agreed-upon advance payment on execution 
of the agreement, which means when the agreement is signed by both parties. The 
guarantees vary depending on the product category and the company. There is no set 
guarantee, and guarantees are completely negotiable. Royalties are also negotiable but 
tend to range from 8% to 15% depending on the product category, league, and length 
of license.

Typically, an advance is developed based on giving the licensor (brand owner) 
one-third to one-half the total minimum guarantee payment that the company 
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(licensee) thinks it can deliver over the term of the agreement. This amount is calcu-
lated by forecasting sales of the product over the term of the agreement.

A royalty is a percentage of sales revenue to be paid by the licensee (product com-
pany) to the licensor. Royalties are based on whether the licensed products will be sold 
through wholesale channels or direct-to-consumer channels.

The minimum guarantee payment is what a licensor (brand owner) expects to 
make over the term of the licensing agreement from the licensee (product company). 
The minimum guarantee payment is typically built on a sales forecast (from wholesale 
or direct-to-consumer sales), and it is based on what the licensee expects to sell during 
the term of the agreement.

For example: Let’s say that a company that manufactures action figures wants to 
make figures of NBA players. If the company estimates that it can sell $10 million in 
product in 1 year, then a reasonable minimum guarantee might be $1 million based on 
a 10% royalty. This is paid by the licensee to the licensor (brand owner). The final mini-
mum guarantee payment is paid at the end of the agreed-upon term of the contract.

Securing a License
In its most basic form, securing a license takes three steps:

1. Product idea
2. Business plan
3. Financial proposal

Product IdeA

Product ideas can either be new or an innovation of a current product. As discussed 
later in Upper Deck’s case, interesting product innovations can be enough to secure a 
sports license. In the other example, Fathead introduced a relatively new product con-
cept. In each case, the licensor expects the concept to be interesting and well devel-
oped. Licensors are inundated each day with product pitches. Every company that 
applies for a sports license thinks that it has the next great idea. The job of licensing 
groups in each league is to evaluate the applications and choose the right products and 
companies. A well-developed product concept can help separate a company’s applica-
tion from its competition’s.

BusIness PlAn

The business plan to support a product is a critical piece of a sports license. The plan 
should include features and benefits of the product, financial projections, competitive 
review of the territory requested, and distribution plan. Companies often overlook 
the value of a distribution plan. Helping a licensee reach a distribution category where 
it does not have a presence is a valuable asset. A company selling its product through 
direct-to-consumer, call-to-action TV commercials would give an athlete or league 
great exposure. These are the types of things that could help a licensee acquire a 
license.
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FInAncIAl ProPosAl

The bottom line in all licensing proposals is the revenue they drive. If the product 
concept and business plan are strong, the initial revenue numbers don’t have to be 
spectacular. The long-term potential is just as important to the licensor. These projec-
tions can be the most difficult part of a business plan and licensing application. The 
initial thought is always to try to impress the licensor with how much revenue the 
company can create. The downside is that a high estimate directly drives up the mini-
mum guarantee. Finding that fine line between creating excitement and overcommit-
ting takes skilled negotiating.

Athlete and League Licensing
Most major sports have some version of a group license. This is often called a group 

licensing authorization or agreement (gLa). The league players union attempts to 
get every player signed to a GLA as soon as a player is drafted. The GLA allows the 
league to market its players to potential licensees as an entire group. This makes it 
easy for a company to have access to all players in a sport without having to do many 
individual agreements.

The money generated is split between the league and the members of the GLA. 
The individual players split their piece evenly regardless of participation in a product. 
This sharing-of-the-wealth system allows even players without much marketability 
to receive an equal check from the league. As a marketer, understanding each sport’s 
governing body’s GLA is essential to building a successful sports licensing program.

Sports leagues have been able to expand their brands and increase their global 
footprint by licensing to leading consumer product companies in many different 
countries and industries. Apparel licensing is a key driver of revenue in the world of 
sports licensing. Other profitable avenues include licenses for video games, trading 
cards, signed and unsigned collectibles, home décor, and accessories. These consumer 
product licenses are negotiated with a small upfront investment (an advance), work-
ing against a fixed royalty (royalty) paid monthly or quarterly, against a back-end 
minimum guarantee (the guarantee).

Licensing is conducted in a similar manner across all of the major U.S. sports 
leagues, both domestically and internationally. As mentioned, some sports leagues 
have players unions that represent the players and control the use of their individual 
images and likenesses. Each sports entity also has a consumer products group, or 
properties group, that represents the owners and controls the use of team marks, 
copyrights, indicia, and uniforms.

The granting of most consumer licenses follows a common pattern. The licensor, 
the players union, or owners require the licensee to pay an advance against a royalty 
calculated across the term of the agreement. Royalties are paid on all product sales. 
Royalties are typically paid quarterly, during the term of the agreement. Some sports 
entities require monthly reporting but quarterly payments, and some sports entities 
require monthly payments.
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As an example, a trading card company wants to show action shots of 50 NFL 
players in a set of trading cards. Because the players are being shown in their officially 
licensed uniforms, the company needs to have licenses in place with both the players 
union (NFL Players, Inc.) and the owners (NFL Properties). Both licensors require 
a royalty of between 8% and 15% on all sales, depending on the agreement. Each 
requires a minimum guarantee against that royalty. The guarantees vary greatly by 
product but often are in the low seven figures. Let’s say that the minimum guarantee 
for NFL Players (the players union) is $2 million. That would mean, with a 10% roy-
alty, that the trading card company would have to sell at least $20 million, at whole-
sale, in card sets to cover the minimum. If the trading card company does not reach 
$20 million in sales, it still must pay the $2 million guarantee.

The payment of these types of royalties is called a shortfall. Typically, the leagues 
and players unions are always “made whole” on shortfalls unless the product company 
has gone out of business. In some rare cases, it is actually acceptable for licensees to 
negotiate these shortfalls down or to try to negotiate them completely away. Much 
depends on the skill of the individual negotiating the licensing deal.

NASCAR and the Professional Golfers’ Association (PGA) have a different licens-
ing structure. They do not have properties groups or players unions that control image 
and likeness rights for their drivers or golfers. NASCAR recently started working for 
the assorted driver teams on a few licensed product categories, acting as the leagues do, 
as a governing body. It is having some success on die-cast cars and apparel. NASCAR 
would like to expand this management position into all product categories so that it 
will be much easier for product companies to work with NASCAR and the drivers 
without the need for separate deals with NASCAR and all the individual driver teams. 
One entity will review the business 
plan and financial proposal to strike a 
licensing deal.

Michael Jordan made a strategic 
licensing business decision early in his 
career. (See FIgure 2-1.) He decided 
to opt out of (not participate in) the 
NBA’s group licensing program. This 
meant that he would not take his 
share of the NBA’s licensing revenue 
that is split evenly among players. Any 
company licensed by the NBA that 
wanted to feature Jordan in its prod-
ucts needed a separate agreement with 
Jordan to do so. This move meant that 
Jordan would not have to share licens-
ing dollars with other NBA players. In 
addition, he could command lucrative 
contracts from any company wishing FIgure 2-1 Michael Jordan.

© John Swart/AP Images
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to use his image and likeness. This small strategic move made millions of dollars for 
Jordan.

Throughout his long and illustrious career, Jordan has licensed his image to 
dozens of companies making a plethora of products. Jordan’s name or image graces 
apparel, sports equipment, figurines, collectible coins, plates, limited edition gold 
cards, watches, limited edition signed and numbered photos, and signed fine art 
pieces. Each of these licenses created an additional revenue stream for Jordan. More 
importantly, these deals expanded and broadened his brand and reinforced his brand 
equity.

Nike and Jordan, even before his 
retirement, created Brand Jordan as a 
way to keep his name relevant. Despite 
his not playing since 2003, the Jor-
dan name still sells. A select number 
of superstar athletes from different 
sports form the Brand Jordan team. 
This has allowed Nike to expand the 
Jordan reach beyond basketball and to 
create another brand with an exclusive 
feel that it can license. Of course, Jor-
dan is involved with the athletes who 
get to be included in this exclusive 
club.

Tiger Woods built a mini-kingdom 
of licensed goods before his fall from 
glory in 2009. (See FIgure 2-2.) 
Woods actually made it cool and rele-
vant to play golf and to buy golf mem-
orabilia and collectibles. He pulled the 
sport out of its exclusive, narrow space 
in the sports industry. The Tiger image injected the game and anything that had to 
do with golf with a certain amount of panache and glamour. Nike exploited the situ-
ation by branding an entire product line of equipment, clothes, and accessories with 
his name. Using his name and image, International Management Group (IMG), his 
agency of record, was able to create endorsement deals, sponsorships, and promotions 
to sell cars and insurance and to push financial institutions. All these deals needed a 
license in place to happen.

The golf industry has no licensing governing body, unlike the NFL, MLB, and 
National Hockey League. To license Tiger’s name for a product line, companies had 
to have an endorsement deal (license) with Tiger directly through IMG. To make an 
even more authentic product, companies needed to arrange a deal with the PGA. The 
total fees likely were in the seven figure range.

FIgure 2-2 Tiger Woods.
© David McNew/Getty Images News/Thinkstock
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History of a License: Upper Deck and Fathead
A product can be a completely new 
idea or an extension of an existing 
idea. In either case, in order to secure 
a license potential, licensees must 
convince the property rights holder 
that the idea is unique and needed in 
the industry.

The start of the Upper Deck 
Company is a fascinating licensing 
tale.2 For decades, the trading card 
industry was a stagnant marketplace. 
Little to no innovation had occurred, 
and no new licenses had been 
awarded in ages. With the advent of 
personal computers, counterfeiting 
started to become an issue. In partic-
ular, a late-eighties New York Yankee 
Don Mattingly card started show-
ing up much more frequently than 
it should have. Collectors started to 
realize that their hobby had a devel-
oping counterfeit problem.

Upper Deck found a new way to fight counterfeits. The original owners of 
Upper Deck each had a unique skill set. One had knowledge of photography, one, 
holograms, and another, access to financing. Their combined abilities fit together 
to solve the counterfeit problem. Traditionally, sports trading cards depicted a 
player in a posed position and were printed on cardboard in a matte finish with a 
white border. One Upper Deck innovation was to substitute full-bleed action color 
photography. The second innovation was the hologram. A hologram on the back 
of the card made it difficult to counterfeit. Both seem like very simple solutions, 
but no one had done it before. They arranged to hold a photo shoot with a couple 
of Major League Baseball players and used those photos to create color, full bleed, 
action shot trading cards. Of course, they included a hologram on the back that 
made it all look very impressive and official. Cards in hand, they secured a meeting 
with Major League Baseball’s licensing group. The group was blown away by the 
quality of the cards. Upper Deck obtained a license and began producing cards a 
short time after that.

In addition to the license and quality combination, Upper Deck also made one 
strategic marketing decision that helped it become the dominant company in the 
industry. It decided to designate the card of a minor league baseball player by the 
name of Ken Griffey Jr. as its number one card. (See FIgure 2-4.) That year, no 
other company included Griffey in its offerings. Griffey debuted in April and had 

FIgure 2-3 Peyton Manning.
© Doug Pensinger/Getty Images Sport/Thinkstock
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a sensational rookie season. Upper 
Deck struck gold by offering his rookie 
card, which became one of the most 
sought after cards in the history of 
collectibles.3

Fathead was also started with a sim-
ple idea: Passionate sports fans would 
love to display life-sized images of their 
favorite player on their walls. Linda 
Castillon was brought on board to 
secure all of the licenses. The company 
had two things that excited the leagues 
and helped Linda secure the deals.

First, the product concept was new 
and exciting. No one before had cre-
ated a product where such large-scale, 
quality images could be mass pro-
duced. The “real big” concept brought 
something fresh to the passionate fan 
looking to decorate a kid’s room or 
man cave. (See FIgure 2-5.)

Second, the proposed method of 
distribution also piqued the leagues’ 
interest. The direct-to-consumer model 
of distribution was new in this category. 
Fathead proposed to use NFL players in 
commercials to sell its product. Each one 
became a promotional piece for Fathead 
as well as for the leagues and players. Ben 
Roethlisberger appeared in the first com-
mercial, and it was a great success. This 
is an example of Fathead not only using 
a new product idea but also leveraging 
a new distribution opportunity to help 
secure the license.

Example Licensing Contract
This section introduces a typical league licensing agreement. Each contract is unique, 
but most share common language. It is critically important for you to understand 
what is covered in a licensing contract. In each part of the agreement, I share some 
common language, explain what that language means, and point out any tricks of the 
trade that you should be aware of.

FIgure 2-4 Ken Griffey Jr.
© Elaine Thompson/AP Images

FIgure 2-5 Kevin Durant.
Courtesy of Fathead L.L.C. Used with permission.
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LEAGUE LICENSE AGREEMENT
sampLe Language thIs LICense agreement  is entered into by The 
League (“LEAGUE”) and The Licensee (“LICENSEE”) with regard to the com-
mercial use of certain names, logos, symbols, emblems, designs, and uniforms and 
all identifications, labels, insignia, indicia, or trade dress thereof (“Marks”) and 
names, nicknames, photographs, portraits, likenesses, signatures, or other identifi-
able features (“Attributes”) of current players. License is only granted for the use of 
the Licensed Marks in the distribution, advertisement, promotion, and sale of the 
Licensed Products in accordance with this Agreement.

meanIng  “Grant of rights/scope of agreement”: The brand owners and the sports 
leagues will attempt to grant very specific product rights to licensees. Licensees will 
attempt to get as broad a set of product rights as possible. For instance, a company 
that currently makes limited edition collectible coins may go to the NFL and request 
a broad collectibles license because it knows that in the future it plans to expand 
into other collectible products. The NFL will try to limit the license to only the coins 
that the company currently produces, which gives the league the opportunity to 
license other companies that manufacture other collectible products. These initial 
negotiations will determine the structure of the product license moving forward. 
An established company has more leverage versus a start-up company in negotiat-
ing for product rights because it has a track record to share with the brand owners.

InsIder tIp  As you can see, the leagues are very specific about the use of their 
marks, logos, and player images. In contracts like this, very little is left to interpre-
tation. It is important that your designers have a firm understanding of the rights 
granted under the contract.

A. LICENSED PRODUCTS
sampLe Language  [Insert product description.] The above Licensed Products 
shall be manufactured, distributed, advertised, and sold under the “Company” label.

LICENSEE must develop and offer for sale at least one product per team in the 
licensed product line.

meanIng  The league will request very specific descriptions of the company’s prod-
ucts. Securing and negotiating product rights in a license contract can be one of the 
most difficult steps in securing a deal. There are many things to consider in the process 
of securing and carving out product rights. Is it a brand-new product? Is it a new varia-
tion of a product? Does the product offer the consumer something new and unique? 
How does the product differ from others in the same category of products in the mar-
ketplace? Licensees need to clarify to the leagues what value their products will offer.

InsIder tIp  Companies need to be very specific about what they are manufactur-
ing. All leagues will try to get a licensee to produce equal amounts of product for each 
team. This can be negotiated. Obviously, some teams or players sell better than others 
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do. It is the job of the company to create some flexibility in this section of the contract 
so that it does not have to produce product for teams or players that aren’t marketable.

B. TERM
sampLe Language  The contract shall be for 1 year and shall be the period 
commencing on  through .

meanIng  Initially, the term of any license agreement is predicated on what is nor-
mal and customary in the product category being negotiated. Typically, a company 
with a great reputation and a history in the product category can negotiate a longer 
term than a new company or start-up can. When a licensee approaches a licensor 
with a brand-new product idea, it will be harder to negotiate a longer term than 1 
year. Look at it from the point of view of the brand holder and you will understand 
the hesitancy to grant more than a 1-year term: No licensor wants to compromise 
brand image with shoddy merchandise. The new retailer is given a short-term con-
tract. During the initial term, the licensee needs to produce terrific-looking product. 
Good sales and a strong royalty stream make longer terms easier to renegotiate.

InsIder tIp  Many initial contracts are for a period of 1 year. Once established, 
contracts can be 3 years or longer. Licensee performance during the initial year 
will determine the possibility of contract renewal.

C. TERRITORY
sampLe Language  Product may only be sold via LICENSEE’s website and to 
consumers within the 50 United States, District of Columbia, Canada, and Puerto 
Rico (the “Territory”).

meanIng  Territory means the approved geographic area where the company can 
market licensed products. Typically, domestic manufacturers want their territory to 
be the domestic United States, its territories, and its military bases. Licensees should 
add territories to the agreement only if they have sales coverage or a distributor in 
those territories working to sell and place products. Adding territories such as Can-
ada and Mexico requires additional advance payments and more guaranteed dollars 
in the agreement.

InsIder tIp  A contract should be only for territories where the company has 
distribution. Otherwise, licensees are paying for territories where they aren’t going 
to make money. The contract should be as specific as possible.

If a product line is developed around a college, for instance, Ohio State Uni-
versity, it may not make sense to try and distribute those products internationally. 
Licensees may want to limit the scope of the agreement and focus on only the 
immediate area surrounding the particular team or brand. Ohio State currently 
handles its own product licensing but may in the future move its portfolio to Col-
legiate Licensing Company (CLC), Licensing Resource Group (LRG), or Strategic 
Marketing Associates (SMA), which all handle college sports licensing.
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D. ROYALTY RATES
sampLe Language  LICENSEE shall pay quarterly to LEAGUE a royalty equal 
to the percentage of “Net Sales” as defined in this agreement.

Licensed Products containing Player Attributes: 10%

meanIng  In consumer products licensing, royalty rates vary widely and are predi-
cated on a number of factors: uniqueness of products, how many other companies are 
manufacturing the same or similar products, distribution capabilities, length of time 
in the category, and brand name. Apparel lines, which typically generate high royalties, 
tend to have lower royalty rates. Secondary product categories (in the hard goods catego-
ries, such as stationery, home products, and accessories) generally have higher royalties 
associated with them, but these products generate lower sales volumes than T-shirts, 
jerseys, caps, and apparel, so the licensor will try to compensate by requiring a higher 
royalty rate. With the development of the direct-to-consumer channel of distribution, 
and the proliferation of consumer-facing websites and stores, it has become necessary 
to develop two ranges of royalty rates. When a consumer products company collects 
payment directly from the consumer, the royalty rate is typically double that of products 
that are sold into the wholesale channel of distribution for placement at retail.

InsIder tIp  Royalty rates can be negotiated but are typically between 8% and 
15%. The leagues usually state that they have a standard rate. It is possible to nego-
tiate these rates based on specific variables in a particular contract.

E. MINIMUM GUARANTEES
sampLe Language  LICENSEE guarantees that its royalty payments for the 
contracted year under this Agreement shall be at least the amount set forth below:

1st Contract Year: $100,000

meanIng  The minimum guarantee is built on forecasts of sales of the licensed 
products, over time, and usually covers the first year in the term. Companies need 
to forecast how much of the licensed product they will sell in the assorted channels 
of distribution covered in the agreement during the term and at what price. Based 
on those predicted net sales, the minimum owed to the leagues, the brands, or the 
IP holder can be determined.

InsIder tIp  These guarantees are payable to the league no matter how much prod-
uct is sold. It is imperative to negotiate a minimum that the company can reach realisti-
cally. Understanding the sales forecasts helps in determining an acceptable minimum.

F. ADVANCES
sampLe Language  At the commencement of each Contract Year, LICENSEE 
shall pay to LEAGUE against LICENSEE’s annual Minimum Guarantee as set forth 
above:
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1st Contract Year: $50,000

2nd Contract Year: $125,000

meanIng  The advance is typically a small portion (a percentage) of what the 
licensee guarantees over the entire term of the agreement, paid when the agree-
ment is finalized by both parties or executed. The advance lets the league partner 
know that the licensee company is serious and intends to move forward to develop 
licensed products, and that the company will deliver the new licensed products 
into the consumer products channel of distribution covered in the agreement. 
Most of the time, the advance is a third of what is required for the minimum guar-
antee. This payment gives the partner the confidence needed not to double-license 
the particular product category.

InsIder tIp  This is part of the minimum guarantee. These upfront payments 
show the league that the licensee is committed to the license. These are negotiable. 
The less money that a company has to pay upfront, the more that it has available to 
manufacture, market, and sell the product.

G. ADVERTISING AND PROMOTION
sampLe Language  League will devote 3% of royalties to advertising and pro-
motional efforts of category.

When LICENSEE exhibits at trade shows or advertises product, at its sole cost, 
it agrees to show an equal selection of league products.

LICENSEE agrees to exhibit at a once-a-year LEAGUE-sanctioned trade show.
In addition to contractually required samples, LICENSEE agrees to provide the 

League with a $5000 merchandise credit.

meanIng  Marketing, advertising, and promotion fund: Several brands, and 
some of the major leagues, write into their agreements a certain amount of money 
required from the licensee due during the term of the agreement that is ear-
marked and used for brand building, league advertising, and promotion. These 
charges can be for television spots, online and offline marketing efforts, e-mail 
blasts, features on the company website, press releases, ads in magazines, and 
banner ads with promotional or affiliate partners. This small percentage helps the 
licensor to offset the costs of unique brand building, marketing, and advertising 
efforts.

InsIder tIp  This money helps the league promote the licensees’ category. It is 
imperative for the licensee to discuss upfront how this money will be used by the 
league. Without a specific plan in place, it is easy for this money to get wasted. The 
licensee wants to get value from every dollar spent. It is important for licensees to 
work with the leagues to make sure this money is spent in a way that helps sell the 
product.
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H. TEAM REPRESENTATION; 
LIMITATIONS ON LICENSE
sampLe Language  Unless otherwise approved in writing by LEAGUE, no 
license is granted for the use of the Marks of the LEAGUE Playoffs or Champion-
ships. The LEAGUE Logo may not be used by itself. When shown with a team logo, 
it must be shown with equal or greater prominence.

meanIng  Every licensing contract has limitations. In this case, the league sees a 
value in its championship logo and wants additional payment for logo usage. Each 
year unique Super Bowl, NBA Finals, and World Series logos are created.

InsIder tIp  Notice that this license does not include the rights to the champion-
ship logo. If a company wants to feature championship product, it would need an 
additional license. It’s a way for the league to make more money through licensing.

I. STATEMENTS AND PAYMENTS; REPORTING
sampLe Language  Statement and Payments: By the thirtieth (30th) day of 
each month, LICENSEE shall furnish full and accurate statements of the agreed 
upon Net Sales. These calculations will be divided on a territory, unit, team, and 
player basis.

Failure to Comply: If LICENSEE fails to comply with agreed upon reporting terms, 
LEAGUE shall have the right to charge interest, fine, or terminate the agreement.

meanIng  Statements and reporting: Typically, companies are required to report 
quarterly, on or before 30 days past the quarter’s end date. Some leagues and col-
leges make licensees report monthly but pay fees quarterly. Usually, it is a good idea 
for companies to have a specific employee dedicated to handling the accurate and 
timely reporting, accounting, and managing of the royalties. If companies report 
late or pay late, they can be held responsible for additional late changes.

InsIder tIp  It’s imperative that a company’s accounting department understands 
the terms of the contract. Staying current and in compliance helps keep the relationship 
strong. Accurate and timely reporting increases the chances that a license will be renewed.

J. NONRESTRICTIVE GRANT
sampLe Language  The LEAGUE has the right to grant other licenses in this 
category. Nothing in this agreement prevents the LEAGUE from granting addi-
tional licenses as it sees fit.

meanIng  This is a nonexclusive agreement that allows the league to license 
other competing companies. To achieve an exclusive license, companies typically 
need to pay a larger fee or have a unique product offering.

InsIder tIp  In this case, the league has the right to issue other licenses in this 
category. This is not an exclusive deal. To obtain exclusivity in a category, the 
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company needs to have a compelling reason to convince the league to protect it 
from competition in the category. Most of the time this is done by agreeing to 
increase the typical advance, minimum, and royalty.

K. PREMIUMS
sampLe Language  LICENSEE shall not use product as a Premium without 
the prior written authorization of LEAGUE.

meanIng  There are separate agreements for products that will be sold as premi-
ums. Premiums are typically sold for a lower price and may be subject to different 
royalty rates.

InsIder tIp  The league is very specific about the method of distribution. It is 
important to inform sales groups of the company’s rights in this section. Selling in 
a nonauthorized way will lead to issues with the licensor.

L. OWNERSHIP OF MARKS AND GOODWILL
sampLe Language  LICENSEE acknowledges that the LEAGUE Marks are 
owned exclusively by the LEAGUE.

meanIng  Although the licensee manufactures, markets, and sells the product, 
it does not own the marks.

InsIder tIp  The company is only leasing the marks from the league. The league 
is the sole owner.

M. QUALITY, APPROVALS, SAMPLES
sampLe Language  LICENSEE shall submit both pre-production and post-
production samples to the LEAGUE. All products will follow the LEAGUE-specific 
style guide for style, quality, and appearance.

meanIng  After securing a license, all new products must be approved by the 
licensor. This process typically takes 3 to 6 weeks depending on the league and 
complexity of the product. During contract negotiations, at what stage of the 
manufacturing process samples will be sent in for approval should be agreed 
upon. Obviously, it must be before products are manufactured, but samples must 
be as close to the finished product as possible. If the licensor requests changes, the 
licensee must make those changes and resubmit the product. Leagues never give 
companies the latitude to assume approval. Expiration of the “approval period” is 
not enough. Companies must have all approvals in writing.

Per the agreement, when product is approved and finalized, the licensee is 
required to send each licensor a specific number of approved samples of the prod-
ucts. The number of samples required should be worked out with each licensor 
prior to the final execution of the agreement.

 Example Licensing Contract 35

9781449648473_CH02_016_041.indd   35 06/01/15   12:00 PM



InsIder tIp  Samples and approvals often become an issue between the leagues 
and licensees. Systems must be in place to make sure that the company complies 
with these standards. It can become difficult when a company is trying to get a 
product to market quickly. The approval process can be long. If the licensee has 
a good relationship with the league, it can occasionally get something approved 
quickly. When a quick approval is needed, it will depend on the relationship that 
has been built with the league contact. Companies must build the approval process 
into their product development timeline.

N. DISTRIBUTION
sampLe Language  LICENSEE shall use its best efforts to distribute licensed 
product in all areas agreed upon within this contract. If in any 90-day period 
LICENSEE fails to sell product, it will be deemed failure to use best efforts. LICENSEE 
will make best efforts to support LEAGUE promotional efforts with retailers.

meanIng  The channels of distribution are the channels and markets that will 
sell these licensed products. Whether a licensee is selling strictly online through 
a proprietary website or in brick-and-mortar retailers determines what catego-
ries will be carved out in the agreement. If the company is selling into retail, the 
subcategories can become segregated as follows: mass retailers, national discount 
retailers, gift retailers, electronics stores, home specialty retailers, Internet retail-
ers, office specialty stores, regional discount stores, mass retailers, television home 
shopping networks, wall décor stores, and others.

InsIder tIp  If licensees don’t use their licenses, they will lose them. They 
should be very specific about how and where they will sell product and make sure 
that distribution is in place to support the agreement.

O. RECORDS, AUDITS
sampLe Language  LICENSEE shall keep accurate records covering sales, 
shipments, use of league holograms and hang tags, and shipment tracking. 
LEAGUE has the right at its sole discretion to examine and audit records.

meanIng  Records and audits: Accurate books and records need to be available 
at all times at the licensee’s place of business. The leagues and colleges typically 
audit companies every year or every 2 years. According to the agreement, should 
errors be found on any of the accounting forms, the company will be penalized and 
must pay those fees to stay compliant.

InsIder tIp  Involving the accounting department in any league license is 
important. Having organized and accurate records helps build trust with the 
league, which will help when it is time to renew the license.
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Sublicensing
A lucrative niche in the licensing industry has developed in the sublicense arena. 
Although most league licensing agreements prohibit sublicensing, it does often occur. 
Usually, each opportunity is handled on an individual basis. A sublicense is when the 
licensee has the rights to license product rights to a third party. Companies such as 
Upper Deck have used this licensing strategy for many years. It includes both licens-
ing and sublicensing rights in many of its contracts. Where it has a licensing agree-
ment with the NBA and Michael Jordan to manufacture trading cards and other 
products, it also has sublicensing rights to market Jordan’s image and likeness to other 
companies. Jordan allows Upper Deck to create and manage his collectibles category 
and create his licensing program. This has led to lucrative deals for collectible prod-
ucts such as plates, figurines, coins, and art pieces.

Case Study
Janet Varn is the head of licensing for a major university. She has been asked to devise 
a licensing program that will develop over the next 5 years and create a revenue base 
for the school. She has looked at the strategies used by similar universities. There 
seems to be two popular programs. Some schools have licensed the school’s intel-
lectual property in many categories. Others have taken a more exclusive approach 
and licensed only a small number of high-end products. Both seem to be lucrative 
strategies.

1. What strategy should Janet take?
2. Would you rather have a higher-end, more exclusive program or make sure 

that your fans could get products in all the areas that they desire?
3. Does the university have an obligation to its fan base to provide them with 

licensed products?

Critical Thinking Activity

oPPortunIty

Last night, LeBron James scored 103 points in the Cavaliers game against the Lak-
ers, breaking Wilt Chamberlain’s long-standing NBA record of 100 points in a single 
game. Greg Bertoni, the sports buyer at QVC, called to say that he can give you 1 hour 
of airtime to commemorate the event.

Challenge
Create seven products. The product mix should include retail price points from $20 to 
$1500. QVC will mark up the wholesale price 100%. The QVC sales goal is $4000 per 
minute, or approximately $250,000 for the 1 hour of airtime.

Develop a rough profit and loss statement (P&L) for one product. Your target is a 
50% profit margin. Include raw materials, labor, league licensing fees of 20%, signa-
ture cost of $50 if applicable, and general and administrative expenses of 10%.
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Goal
Convince the QVC buyer that he should give your team the airtime. You should be 
prepared to present your most unique product and convince the buyer (your profes-
sor) that your product is the one that will most excite his QVC audience. You can use a 
table like the one that follows to present your ideas.

chAPter QuestIons
1. What is the difference between a royalty and a minimum guarantee?
2. How does geography come into play in a licensing agreement?
3. Go to your school bookstore and name three licensed products you find there.
4. What is the difference between NFL Properties LLC and NFL Players Inc.?
5. If your company’s product features an action shot of LeBron James playing 

against the Lakers, what licenses would need to be in place to legally sell this 
product?

6. Find a sports advertisement where the company featured is fully licensed.
7. Find a sports advertisement where the company is not licensed.
8. Find an advertisement where a company that is not sports related is using 

sports as a way to reach a demographic.
9. Do you need a PGA license if your company’s advertising campaign features 

Tiger Woods golfing? Explain.
10. Approximately how many dollars in royalties would an MLB licensed com-

pany pay MLB Properties if its product generated $25 million in revenue?

Industry contActs

National Football League Properties: The Properties group is the collection of 
NFL owners. It is headquartered in New York City.

NFL Players Inc.: NFL Players Inc. is the football players’ union. It is headquar-
tered in Washington, D.C. The website is www.nfl.biz.

Major League Baseball Properties: The Properties group is the collection of MLB 
owners. It is headquartered in New York City.

MLB Players Union: The union represents the MLB players and is headquartered 
in New York City.

National Hockey League: The NHL represents the owners in hockey and is head-
quartered in New York City.

Product Retail Price Projected Sales Revenue
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NHL Players Association: The NHLPA is headquartered in Toronto, Canada, and 
represents NHL players. The website is www.nhlpa.com.

National Basketball Association: The NBA represents team owners and is head-
quartered in New York City.

Major League Soccer: The MLS represents the professional soccer teams and is 
headquartered in New York City.

Major League Lacrosse: MLL is headquartered in Boston, Massachusetts, and 
represents the professional lacrosse teams. The Web address is www.majorleaguela-
crosse.com.

Collegiate Licensing Company: The CLC is located in Atlanta, Georgia, and rep-
resents a large number of colleges for their licensing rights. The Web address is www.
clc.com.

Licensing Resource Group: LRG represents a number of colleges for their licens-
ing rights. They are located in Holland, Michigan. The Web address is www.lrgusa.
com.

NASCAR: NASCAR governs and sanctions the sport of auto racing. It is located in 
Daytona Beach, Florida.

Licensing.org: LIMA is the international licensing association and is located in 
New York City.

Appendix
Following is an example of the NFL licensing application. All licensees start their 
application process by filling out this document. This sample form was copied from 
www.nfl.info.4

NFL PROPERTIES LLC
PROSPECTIVE LICENSEE INFORMATION PACKAGE

Thank you for your interest in becoming a licensee of NFL Properties LLC 
(“NFLP”).

As you may know, NFLP serves as the exclusive representative of the National 
Football League and its professional football member clubs for the licensing of its and 
their trademarks and logos (the “Marks”). The Marks include, among others, the NFL 
Shield design, the Super Bowl and Pro Bowl logos, and the team names, nicknames, 
colors, symbols, emblems, helmet designs, and uniform designs.

NFLP licenses all commercial uses of the Marks (as herein defined) including 
the manufacture, distribution, and sale of products bearing any of the Marks. NFLP 
undertakes these licensing activities to promote and support NFL football, enhance 
fan interest and loyalty, and ensure that fans have access to a broad range of quality 
products representing the League and its member clubs.

NFLP grants licenses to companies that will support its promotional efforts. A 
product license with NFLP requires a commitment to market products that support 
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and enhance NFL football, payment of a royalty to NFLP based on a percentage of 
product sales, an annual payment of an advance against royalties, an annual payment 
of a minimum royalty of at least $100,000 (unless otherwise determined, on a case-by-
case basis, by NFLP) based on actual sales of the products, and maintenance of insur-
ance from a licensed and admitted insurance carrier with a rating not less than A-VIII 
from an A.M. Best-rated insurance company that must include: comprehensive com-
mercial general liability insurance, on an occurrence form, with a combined single 
limit for bodily injury and property damage, including products liability (including 
completed-operations coverage), and including coverage for contractual liability, 
independent contractors, broad form property damage, personal and advertising 
injury, in an amount of at least Six Million Dollars ($6,000,000.00) per occurrence 
and Twelve Million Dollars ($12,000,000.00) in the aggregate. In some instances, 
these requirements may vary due to the nature of the products and the licensee’s 
business.

Additionally, a product license contains detailed quality control guidelines and 
other requirements related to a licensee’s performance under the license including a 
requirement that the licensee manufacture units of the licensed product: (i) with the 
Marks of each of the Member Clubs individually and (ii) in accordance with (x) all 
applicable laws, rules, and regulations, and (y) appropriate standards regarding fair 
labor and other human rights.

If you wish to apply for a license, please complete the attached Prospective 
Licensee Information Form and General Authorization and return them with a 
product sample and letter of credit from a financial institution to the following 
address:

New Products Division
NFL Properties LLC
280 Park Avenue
New York, New York 10017
newproducts@NFL.com

NFLP will then review these items and provide you with a decision on your license 
request as quickly as possible. Please note that we do not have any obligation to 
grant you a license by sending you this information package or reviewing your 
completed Prospective Licensee Information Form and product sample.

Thank you for your interest in NFL Properties LLC.
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