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Preftace

r ] Yhe international marketplace offers great opportunity for a domestic enter-
prise seeking to expand. It is also a place where the risks of loss are some-
what unique in character. Accordingly, the American businessperson must

become an astute manager of international business risk in order to minimize the

chances of financial loss. This book will illuminate the risks of doing business inter-
nationally, while providing the student of international business with tools to help
minimize those risks.

The legal issues relevant to international business transactions can be seen as a
due diligence checklist.The sophisticated international entrepreneur directly ad-
dresses the legal issues discussed in this book before transacting international busi-
ness.The tremendous expansion of international business is a testament to the fact
that the legal issues in international business transactions are discernible. Further-
more, the real world often provides solutions to the risks associated with such issues.

The trend towards increased international trade is likely to continue. It began
at the end of World War II with the establishment of the World Bank, International
Monetary Fund, United Nations, and the evolution of the General Agreement on
Tariffs and Trade (GATT). The trend continued to accelerate with the adoption of
the North American Free Trade Agreement (NAFTA), the deepening of the Euro-
pean Union (EU), and the establishment of the World Trade Organization (WTO).
It will continue to accelerate with the opening of new markets occasioned by the fall
of communism, the culmination of the 2000 trade pact between the United States
and the People’s Republic of China, and the explosion of e-commerce.

In order to obtain profits in the international marketplace, small to large size
companies will have to develop an “international business strategy” in order to stay

competitive. This book provides an introduction to the legal issues that need to be
addressed in formulating such a strategy.

XiX
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ABOUT THE AUTHOR

Larry A. DiMatteo is a professor at the Warrington College of Business Administra-
tion at the University of Florida. He previously taught at the University of Miami
Graduate School of Business. His primary teaching responsibilities have been teach-
ing graduate courses in international business law, commercial law, and the legal en-
vironment of business. Professor DiMatteo graduated from with a B.A. in Econom-
ics and a B.A. in Political Science from the State University of New York at Buffalo
where he was Phi Beta Kappa. He received his ].D., magna cum laude, from The Cor-
nell Law School and a LL.M. from the Harvard Law School. Professor DiMatteo is
the author of 3 books and more than a dozen law review articles with a primary fo-
cus on contract and international business law. His previous books include The Equi-
table Law of Contract (2001), The Law of International Contracting (2000), and Contract
Theory: The Evolution of Contractual Intent (1998). His articles have appeared in the
Harvard International Law Journal, Yale Journal of International Law, American Business
Law Journal, Hofstra Law Review, and the University of Pittsburgh Law Review. His arti-
cle in Volume 38 of the American Business Law Journal won the prestigious 2001
Ralph C. Hoeber Award as “best article.” Professor DiMatteo is a past president of
the International Law Section of the Academy of Legal Studies in Business.

TRANSACTIONAL APPROACH

The title of this book, The Law of International Business Transactions, was selected to
distinguish it from the more generic texts on “International Business Law.” As such,
it focuses on transactional international business law. The text presents interna-
tional business transactions with an emphasis on rules and practice. The topics of
coverage have been selected to place predominant emphasis on matters that most
directly impact private business transactions: export-import, licensing and technol-
ogy transfer, and sales of services. It is the author’s belief that it is these practical le-
gal aspects of international business that are most relevant to today’s business stu-
dent. Therefore, extensive coverage of more “macro” issues like expropriation or
nationalization, workings of the United Nations, and international monetary pol-
icy are abandoned due to the increasingly minor role they play in today’s interna-
tional business arena. This is not to say that these areas of coverage are not impor-
tant but that in a relatively stable free trade environment they are unlikely to be of
direct importance to the international entrepreneur. Given the time limitations in
a standard college course, it is to the basics of transactional business law that this
textbook’s coverage is directed.

Managerial Perspective

Throughout the book capsules and materials will be provided to illustrate the law
of international business transactions as practiced. A variety of methods will be uti-
lized to provide the student with a real world perspective. These methods include
case studies, checklists, forms, tables, and summaries.

Capsules and Exhibits

The Chapters contain numerous capsules and exhibits that emphasize the transac-
tional and managerial emphasis of the text. The “Doing Business Internationally”
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and “Focus on Transactions” capsules provide checklists and practical information
relevant ot the international entrepreneur. “Exhibits” expose the student to the

forms used in carrying out international business transactions, along with charts
and statistics.

Special Features

A number of hot topics are included to make the textbook more comprehensive and
“cutting edge.” These topics include in-depth coverage of international commer-
cial arbitration; recent interpretations of the United Nations Convention for the
International Sale of Goods (CISG); the legal issues of e-commerce and other types
of electronic transactions; the expanding recognition of international franchising;
the problems of international bribery, including the adoption of the OECD Anti-
Corruption Code; the development of international standards such as the Interna-
tional Standards Organization’s ISO 9000 and ISO 14000; and the unique issues
pertaining to joint venturing.

Electronic Transactions

The growing importance of electronic means of communicating and contracting
in the international business arena is reflected in the allotment of an entire chap-
ter to the topic, along with coverage of electronic developments pertaining to the
other substantive topics discussed throughout the book.

Ethics Coverage

Ethical questions in international business can arise in various contexts. These con-
texts include the ethics of negotiations, disclosure of information, dealing with for-
eign governments, and the divergence between home country and host country
laws. The student will be encouraged to form a mind-set in which ethical behavior
will become an inherent part of their approach to international business. An entire

chapter is devoted to the topic, along with a number of ethics capsules placed
throughout the book.

Sources and References

The text reflects an earnest attempt to expose the student to a sampling of foreign
law. National laws from approximately a dozen and a half countries are referenced
and used for purposes of illustration. There are a numerous references through-
out the text to a number of primary sources. All references to the Uniform Com-
mercial Code or UCC are references to the law of the United States. The book also
makes ample use of a variety of European Economic Community (EEC), Euro-
pean Community (EC), and European Union (EU) directives and regulations. I
often refer to this body of law, apologetically, simply as EU Regulations. The
reader may refer to the footnotes for the proper citations. In order to emphasize
the nature of national laws’ impact upon international business transactions, the
laws of the European Union, the People’s Republic of China, and the Russian Fed-
eration have been singled out for extra attention. These three bodies of law were
also selected because of the importance of these markets in world trade. The use

of national law serves to illuminate the typical issues found in international busi-
ness transactions.
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Case Law

A concerted effort has been made to “update” the case law in order to provide a
more contemporary flavor to the text. Over 70 of the cases are from 1990 to the
present; of those, 37 cases were decided no later than 1997. Of course, some older
cases remain because of their power as precedents or as clear illustrations of a given
legal principle. Along with a presentation of American law, more than a dozen
cases have been selected from the countries of Great Britain, Hungary, Germany,
New Zealand, Holland, Canada, and the European Union, along with a number of
International Chamber of Commerce Arbitration cases.

Style and Structure

A premium has been placed upon readability by the use of clear narrative, care-
fully edited case summaries and articles, and concise use of tangential materials.
Also, in the spirit of the practical-managerial focus of the book, more in-depth in-
sight is offered in certain areas so that the student is exposed not only to the whya
given rule of law has evolved, but also howit is applied in practice. The chapter cov-
erage allows for the use of the chapters as individual modules or as blocks of chap-
ters. The first seven chapters can be viewed as foundational in that they provide
the legal environment of international business, including: International Business
Risks, International Business Ethics, Strategies for Doing Business Internationally,
International Dispute Resolution, National and International Trade Regulation,
and International Contract Law. Chapters 8-11 focus upon the legalities of exporting-
importing, covering International Sales Law, the Documentary Transaction, Trans-
port of Goods, and International Trade Finance. Chapter 12 provides coverage of
the growing area of the international sale of services. Chapters 13 and 14 pertain
to the important area of technology transfer and the international licensing of in-
tellectual property rights. Finally, Chapter 15 provides coverage of the evolving

area of electronic transactions that cuts across all of the ways of doing business
internationally.

Internet Exercises

A number of Internet exercises have been placed in the end-of-chapters’ problems
section. These provide important web sites that students can use for reference or

to answer a question or project posed. These projects can be used in individual or
group assignments.

Key Terms

Learning the terminology of international business is an important part of any in-
ternational business law course. The key terms used in the chapters are listed at the
end of each chapter. Definitions of terms are provided in the text and in a special
glossary found on the book’s web site at http://dimatteo.westbuslaw.com.

Case Highlights

Following each case is a capsule listing principles of law, concepts, and business
practices highlighted in the case. Some of the highlights summarize the reasons
why the case was inserted into the textbook. Other highlights alert the student to
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the fact that most legal disputes involve multiple issues. Many of these “external”
highlights are examined elsewhere in the textbook. The instructor may also use

these points as a starting point for a more in-depth discussion of the multiple issues
of the case.

Chapter Problems

Each chapter concludes with problems appropriate for classroom discussion. The
Instructor’s Manual provides the answers and relevant case citations to the prob-
lems, along with other ideas for class discussion. The Test Bank provides additional
essay questions that provide an additional source for discussions.

Appendices

The Appendices selected are to be actively used by the student. Appendix A pro-
vides the text of the Convention for the International Sale of Goods (CISG) and
should be referred to in conjunction with Chapter 8’s law of sales. Selected provi-
sions of the Uniform Commercial Code (UCC) appear in Appendix B. These are
the provisions listed in the Comparative Law Capsule comparing the CISG with the
UCC. Appendix C is the Agreement Establishing the World Trade Organization.
This is supplemental to the material in Chapters 5 and 6 on trade regulation. Stu-
dents’ interested in the WTO should read this foundational document to better un-
derstand the scope, governance, and purpose of this international trade organiza-
tion. Appendix D is selected provisions of the Agreement on Trade-Related Aspects
of Intellectual Property Rights (TRIPS). The TRIPS Agreement is discussed in Chap-
ter 13. A review of TRIPS will help the student better understand the reach of intel-
lectual property law. Finally, the Hague Rules that are the central focus of Chapter
10 should be referred to when there is an issue of carrier liability.

Instructor’s Manual and Test Bank

The Instructor’s Manual provides additional source materials including a chapter-
by-chapter bibliography, Chapter topics and objectives, lecture outlines, answers to
end-of-chapter problems, and additional student in-class and take-home exercises.
The Manual also provides supplemental material, such as statutes. These materials
can be used in preparation for class or given as handouts. The Test Bank provides
750-short answer (true-false and multiple choice) questions, along with approxi-
mately 75 essay questions.
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