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		Abstract

		The Class Action Fairness Act of 2005 (CAFA) is the most significant change in class action practice since the federal class action rule (Rule 23) was amended in 1966.   It is primarily a jurisdictional act, accomplishing the transfer to federal courts of most multistate class actions.  It accords federal-court original jurisdiction on a minimal diversity basis (which can easily be satisfied in multistate class actions) when the aggregate amount in controversy is $5 million.  It also permits removal by any defendant if suit has been filed in a state court.  It represents years of lobbying by business interests and was particularly directed at plaintiff forum-shopping in target venue state courts for multistate class actions.  Whether it goes too far in depriving state courts of jurisdiction over large areas of class actions that are arguably local in character was much debated.  CAFA also imposes restrictions on settlements and attorneys' fees which are partly duplicative of requirements already in Rule 23 and therefore relatively inconsequential, except for a burdensome and ill-defined requirement that government officials be notified before any class settlement can be approved.    

CAFA will have considerable impact on how attorneys structure and conduct class actions.  It contains some limited exceptions intended to preserve state court jurisdiction over cases which primarily involve the forum state's citizens.  The home state exception applies when 2/3 or more of the plaintiff class and the primary defendants are citizens of the forum state.  The local controversy exception is a variation, relaxing the requirement that all primary defendants be from the forum state.  It applies if 2/3 of the plaintiff class and at least one defendant from whom significant relief is sought (and whose conduct forms a significant basis for the claims) is a citizen of the forum state.  The largely untested terms of the exceptions and examples are discussed.     

It seems likely that CAFA will result in a reduction in the number of multistate class actions.  If plaintiffs' attorneys are intent on staying in state courts they may try to structure class actions to comply with one of the exceptions.  However, that is not possible if a primary defendant is an out-of-state corporation (unless the limited circumstances of the local controversy exception are met).  Thus the federal courts may be the only game in town for class actions against out-of-state defendants.   The federal circuits differ as to their receptivity to class actions, and certification of multistate class actions is extremely difficult in some circuits.  In addition, if the laws of a number of states have to be applied in a multistate class action, plaintiffs may not be able to meet the predominance of common questions requirement for a class action.  Thus the manner in which the various federal district and circuit courts deal with the choice-of-law issue will be determinative of whether very many multistate class actions can survive. The demise of most multistate class actions could undermine efficiency and uniformity of result - for example, when multiple state-only class actions have to be filed in different federal courts around the country against the same defendant based on the same product defect, business practice, or environmental condition.  Defendants may see advantages in not having to defend against a single massive multistate class action, but when eyeing the possibility of settlement, they typically favor the preclusive effect of a global multistate settlement.  How the federal courts react to plaintiff pressures to certify multistate class actions versus countervailing defendant objections based on strict choice-of-law standards will have to be played out in the future. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Class Actions, Class Action Fairness Act of 2005, CAFA, Federal Courts, Jurisdiction, Minimal Diversity, Removal, Choice of Law, Settlement, Attorneys' Fees, Class Action Bill of Rights, and Multistate Class Actions

	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	

























    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Sherman,  Edward F., Class Actions after the Class Action Fairness Act of 2005. Tulane Law Review, Vol. 80, p. 1593, 2006, Tulane Public Law Research Paper No. 06-08,  Available at SSRN: https://ssrn.com/abstract=916928
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Edward F. Sherman (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Tulane University Law School  ( email )

			

			
			
				
				
				
					6329 Freret Street
New Orleans, LA  70118
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      520

			

		
		
		
			Abstract Views

			    2,825

		

		
		 
		
			Rank

			   99,601

		

		
	


	

	
		
			
				       16 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Tulane University School of Law Public Law & Legal Theory Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Tulane University School of Law Public Law & Legal Theory Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            4,895

                                    

                                    
                                        PAPERS

                                              290

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        James E. Duggan at Tulane University - Law School

                                    

                                
                            

                        

                    

                
	
                    Litigation & Procedure eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Litigation & Procedure eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,680

                                    

                                    
                                        PAPERS

                                           12,400

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Comparative Law eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Comparative Law eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,670

                                    

                                    
                                        PAPERS

                                           14,913

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Francesco Parisi at University of Minnesota - Law School

                                    

                                
                            

                        

                    

                
	
                    Negotiation & Dispute Resolution eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Negotiation & Dispute Resolution eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,456

                                    

                                    
                                        PAPERS

                                            6,504

                                    

                                

                                
                            

                        

                    

                
	
                    Legislation & Statutory Interpretation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Legislation & Statutory Interpretation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              569

                                    

                                    
                                        PAPERS

                                            8,200

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Anita S. Krishnakumar at Georgetown University Law Center

                                    

                                
                            

                        

                    

                
	
                    Federal Courts & Jurisdiction eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Federal Courts & Jurisdiction eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              558

                                    

                                    
                                        PAPERS

                                            5,060

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Anthony J. Bellia Jr. at Notre Dame Law School

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.075 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

