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BUSINESS: ITS LEGAL, ETHICAL,
AND GLOBAL ENVIRONMENT

Building the Bridge: Applying Legal and
Ethical Reasoning to Business Analysis

As the capstone project for their business degree, our business school students at
Arizona State University were assigned the Marriott International case study. Our
students expertly discussed Marriott’s core competencies. The students offered
classic SWOT analysis: Strengths, Weaknesses, Opportunities, and Threats. Should
Marriott spin off its real estate assets and focus on hotel management? In came the
students’ economic analysis, factoring in the nature and importance of economic
swings and the resulting vulnerability of real estate ventures. Later, they dis-
cussed Marriott’s marketing and its hotel management. In other words, we had
very capable business students.

But with each presentation I found myself raising the same unanswered ques-
tions: What are the rights of the bondholders and the shareholders? Would a corpo-
rate resolution with shareholder approval be necessary for Marriott’s strategy?
Could the officers and directors be accused of insider trading for giving themselves
as shareholders the most valuable portions of the company and spinning off the
company’s heavy debt obligations? What are the ethics of transferring all the risk
and debt to the bondholders? Are shareholders and bondholders both stakeholders?
Don'’t both have rights within the company? Our capable business students, adept at
complex business analysis, stumbled over basic legal and ethical issues.

Why couldn’t these students competently discuss legal issues? It was not
for lack of exposure to the law. I taught my course “by the book,” so to speak.
Students could recite the components of a valid contract, rattle off the require-
ments for bankruptcy, recall from memory the antitrust statutes. Yet, I was com-
ing to realize, this rote knowledge was not enough. One of my best former
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students, who had gone on to medical school, came to me perplexed about her
office lease. She said that the complex in which she wanted to open her practice
had a “no advertising” policy. In fact, she said that when she toured the
premises with a leasing agent, the leasing agent turned to her and said, “You're
not one of those doctors who advertises, are you? Because if you are, we can’t
lease to you. We have a policy against it.” One of my best students, who knew
the antitrust statutes well, could not apply them to her everyday business.
Worse, perhaps, she could not recognize when to apply these statutes: She did
not see the antitrust implications of the agent’s statements nor the problems
with the physicians in the complex taking such an approach to screening
tenants.

I reached the conclusion that there were shortcomings in the standard
approach to teaching business students law and ethics. Students were not igno-
rant to legal issues; rather, they simply lacked the necessary skills to recognize
legal and ethical issues and to apply law and ethics to business decision-making.
As instructors, we were not integrating legal and ethical reasoning with business
analysis. My conclusion led me to develop my own materials for classroom use
and eventually led to the publication of the first edition of this book. Now in its
fourth edition, Business: Its Legal, Ethical, and Global Environment brings to the
classroom the most integrated approach to learning law and ethics available in the
market today. Throughout every chapter and in every feature, students and
instructors are continually reminded of how various legal and ethical principles
apply in business contexts. For all areas of law and ethics, this book answers the
question: How does this concept affect a business?

Strengthening the Bridge: New Content, Business
Applications, and Learnings Aids

For the fourth edition, Business: Its Legal, Ethical, and Global Environment has
undergone a major revision. New content has been added, new business applica-
tions integrated into every chapter, and new learning aids developed to help
students understand legal and ethical concepts.

NEW CONTENT

Parts and chapters in Business: Its Legal, Ethical, and Global Environment have been
reorganized and redesigned to better facilitate student understanding of how law
and ethics apply to the business world. In general, each part begins with
an overview and ends with a series of integrative problems to help students com-
bine the various aspects of law with business management and operations. Part I
offers the student an overview of the legal, ethical, and judicial environments of
business. Part II covers the regulatory environments of business. Part III covers
the law and ethics of competition and sales. Part IV covers the legal and ethical is-
sues of business and employees. Part V covers the law and ethical dilemmas of
business organization and capitalization.

Ethics Business Ethics and Social Responsibility (Chapter 2) offers an increased
focus on the application of ethics to business decision-making. Ethics coverage is
also integrated throughout all chapters.

Property Business Property (Chapter 12) now offers a separate chapter on prop-
erty law, including intellectual, tangible personal, and real property issues.
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Alternative Dispute Resolution Managing Disputes: Alternative Dispute Resolu-
tion and Litigation Strategies (Chapter 4) now offers increased coverage of
alternative dispute resolution (ADR) topics.

Bankruptcy Financing of Sales and Leases: Credit and Disclosure Requirements
(Chapter 16) now includes coverage of bankruptcy.

NEW BUSINESS APPLICATIONS

Biography Each chapter contains at least one biography. Biographies (1- to 3-page
features) provide students with business history through the study of individuals
and companies involved with the area of law and ethics covered in the chapter. For
example, Business and the Constitution (Chapter 5) discusses Time Warner’s pub-
lic relations battle and ethical dilemma over the release of its artist Ice-T’s album
with the song “Cop Killer” (pgs. 166—-168). Students have the opportunity to see
how the constitutional principle of free speech relates to business and how busi-
nesses face questions of social responsibility. In addition, they are given insights
into issues such as shareholder power and the interaction of corporate managers
with the powerful forces of an institutional investor such as a police pension fund.

For the Manager’s Desk Each chapter also contains at least one For the Manager’s
Desk. These readings provide students with excerpts from various business publi-
cations including Forbes, The Wall Street Journal, Fortune, and Business Week, as well
as other publications including the National Law Journal, California Management Re-
view, American Business Law Journal, and the Real Estate Law Journal. These read-
ings, some short and others in-depth, offer students the opportunity to see how
business interrelates with ethics and law. See pages 34, 46, and 77.

Judgment Judgments open each chapter by presenting a legal and ethical problem
relevant to the topics covered in the chapter. For example, Business and the Con-
stitution (Chapter 5) presents students with the case facts from United States v.
Lopez and questions why federal law, and not state law, applies to a high school in
San Antonio, Texas. Students then find answers to these questions within the text
of the chapter (in this situation, the Lopez case appears later in the chapter).
Moreover, these answers are referenced in the text and clearly marked with a
Judgment icon.

Integrative Problems Each Part closes with 1-5 substantive problems that re-
quire students to think critically about and apply the major issues from the preceding
chapters. Integrative problems offer students the opportunity to apply legal and eth-
ical reasoning to business analysis. Often these problems require students to prepare
memoranda or other practical types of business writing. See pages 141-146.

LEARNING AIDS

Internet Margin Notes For further student exploration, every chapter integrates
World Wide Web addresses highlighting links to legal and business resources. At
their option, students can review unedited cases and full statutes, visit government
departments and international organizations, and examine relevant business mate-
rials. The text includes over 150 Web addresses. See pages 83, 86, and 172.
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Case Headlines Every court case has a case headline that summarizes what issues
are involved in the case. In Business Torts (Chapter 9), students read Page v. Amer-
ican National Bank & Trust Company (pgs. 311-314), a case addressing the liability
of banks for robberies of customers as they use or attempt to use the bank’s ATMs.
Although students likely won’t remember the name Page, the headline, “Pum-
meled at the ATM,” will keep the case and its holding fresh in their memories.

Chapter Openers Chapters begin with an opening problem, titled Judgment,
which presents a legal dilemma, relevant to the chapter’s discussion and similar
to those business managers need to handle. These are revisited and answered in
the body of the chapter. Next, opening statements discuss the major topics of the
chapter and present the general goals for the chapter, in the form of questions to
be answered. Finally, quotations, often humorous, pique students’ interest and
focus the chapter to the major issues.

Chapter Summary Each chapter concludes with a summary that reinforces the
major concepts of the chapter. Each summary is constructed around the key ques-
tions introduced at the start of the chapter and key terms presented throughout
the chapter.

Text Design Business: Its Legal, Ethical, and Global Environment now takes advan-
tage of a full-color design. Each feature has a distinctive design and color for easy
identification. All Judgments, and many of the Biographies and For the Manager’s
Desk readings, contain relevant photos to help students relate to the people and
issues discussed.

Supporting the Bridge: Organization and Features
(@ C C

In addition to the new features added to this edition, the classic features have
been updated and strengthened. As well, the organization has been revised to
better meet student needs in the classroom.

ORGANIZATION

As noted above, there are five new parts in the book which serve to organize the
materials around business operations. Every chapter integrates international
(marked by a global icon) and ethical topics.

Part I In four chapters, Part 1 offers an introduction to law, an introduction to
business ethics and the judicial system, and a discussion of litigation and alterna-
tive dispute resolution. Part 1 provides students with a foundation in law and
ethics, as well as legal and ethical reasoning, necessary for the areas of law in the
chapters that follow. By being brief (four chapters), Part 1 offers instructors an
early and logical break for exams.

Part 2 In seven chapters, Part 2 covers the regulatory environment of business,
including the following topics: constitutional law, administrative and interna-
tional law, business crimes and business torts, product advertising and liability,
and environmental regulation. With the completion of Parts 1 and 2, students
have a grasp of the legal system, ethical boundaries, and the laws that affect busi-
ness operational decisions.
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Part 3 The five chapters in Part 3 present students with the legal and ethical
issues surrounding competition and sales. Part 3 includes the following topics: real,
tangible personal, and intellectual property; trade restraints and antitrust laws; con-
tract and sales law; and financing of sales and leases, including credit disclosure and
requirements. From the negotiation of price to the collection of a counts, this segment
of the book covers all aspects of selling business products and services.

Part 4 The three chapters in Part Four discuss the contractual and regulatory aspects
of employer and employee relationships. Topics include: agency law and employee
conduct, management of employee welfare, and employment discrimination.

Part 5 In Part Five, students study the advantages and disadvantages of various
business organizations and the regulation of the capital markets. The three chapters
in Part 5 include the following topics: business organization, securities laws, and
business combinations. The final chapter on business combinations has been reorga-
nized, rewritten, and updated to reflect the new mergers of the 1990s.

FEATURES

Court Cases Edited court language cases provide in-depth points of law, and
many cases include dissenting and concurring opinions. Case questions follow to
help students understand the points of law in the case and think critically about
the decision. See pages 153 and 159.

Consider . . . Consider problems, along with Ethical Issues boxes and Business Plan-
ning Tips, have been a part of every chapter since the first edition, and they are contin-
ued in greater numbers in this edition. Considers, often based on real court cases, ask
students to evaluate and analyze the legal and ethical issues discussed in the preceding
text. By being integrated into the text, students must address and think critically about
these issues as they encounter them. Through interactive problems, students learn to
judge case facts and determine the consequences. See pages 11 and 45.

Ethical Issues Ethical Issues boxes appear in every chapter and present students
with real-world ethical problems for students to grapple with. Ethical Issues help
integrate coverage of ethics into every chapter. See pages 20 and 63.

Business Planning Tips Students are given sound business and legal advice through
Business Planning Tips. With these tips, students not only know the law, they know
how to anticipate issues and ensure compliance. See pages 56, 60, and 162.

Exhibits Exhibits include charts, figures, and business and legal documents that
help highlight or summarize legal and ethical issues from the chapter. See pages
39, 89, and 91.

End of Chapter Problems The end of the chapter problems have been updated
and focus more on actual cases.

Crossing the Bridge: Who Should Use This Book?

With its comprehensive treatment of the law, integrated business applications,
and new full-color design, Business: Its Legal, Ethical, and Global Environment
is well-suited for both undergraduate and MBA students. The book is used
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extensively in undergraduate education programs around the country. In addi-
tion, this edition has been class-tested with MBA students, and it is appropriate
for MBA and executive education programs.

A Note on AACSB Standards

The AACSB standards emphasize the need for students to have an understand-
ing of ethical and global issues. The fourth edition continues with its separate
chapter on ethics as well as ethical issues and dilemmas for student discussion
and resolution in every chapter. The separate chapter on international law ap-
pears in expanded version in this edition and each chapter has a segment
devoted to international law issues. An icon appears in each of the chapters
when legal and ethical issues related to global business issues appears. The
fourth edition includes readings on women as executives in other cultures, the
role of lawyers in other countries, and the attitude outside the United States on
insider trading.

This edition presents students with the legal foundation necessary for busi-
ness operations and sales, but also affords the students the opportunities to ana-
lyze critically the social and political environments in which the laws are made
and in which businesses must operate. Just an examination of the lists of the com-
panies and individuals covered in the biographies and of the publications from
which the For the Manager’s Desk readings are taken demonstrate the depth of
background the fourth edition offers in those areas noted as critical by the AACSB.
The materials provide a balanced look at regulation, free enterprise, and the new
global economy.

New to this edition are margin notes that direct the student to various tools
and topics available on the Internet. These margin notes offer students the oppor-
tunity to browse for more information or undertake projects for additional
research and class work.

Supplements

Business: Its Legal, Ethical, and Global Environment continues to offer a comprehen-

sive and well-crafted supplement package for both students and instructors. Con-

tact your ITP Sales Representative or South-Western College Publishing for more

details. The following student supplements are available:

* Study Guide

* The Lighter Side of Law: Cases and Readings to Captivate our Imaginations
and Memories about Business and Its Encounters with Law

* Legal Tutor software for contract law

* Legal Tutor software for sales law

The following instructor resources are available:

* Instructor’s Manual with Transparency Masters
e Instructor’s Manual MS-DOS 3.5”

* Test Bank

*  MicroExam computerized test bank

* Cases on Disk 3.5”

* PowerPoint Masters and Disk

* Handbook of Statutes and Forms

* CNBC Video segments
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