R = T

The Legal, Ethical and Internat
Environment of Business

SECOND EDITION

Herbert M. Bohlman L Mary Jane Dundas




The Legal, Ethical and International

Environment of Business
Second Edition

Herbert M. Bohiman

Associate Professor

Arizona State University

Judge Pro Tempore, Maricopa County Superior Court

Mary Jane Dundas
Associate Professor
Arizona State University

West Publishing Company
Minneapolis/St. Paul New York Los Angeles San Francisco



Composition: Parkwood Composition Services

Copyeditor: Nancy Palmer Jones
Artwork: Miyake INustration

Cover: Comstock

WEST'S COMMITMENT TO THE ENVIRONMENT

In 1906, West Publishing Company began recycling materials left over
from the production of books. This began a tradition of efficient and
responsible use of resources. Today, up to 95 percent of our legal books
and 70 percent of our college texts are printed on recycled, acid-free
stock. West also recycles nearly 22 million pounds of scrap paper
annually—the equivalent of 181,717 trees. Since the 1960s, West has
devised ways to capture and recycle waste inks, solvents, oils, and vapors
created in the printing process. We also recycle plastics of all kinds,
wood, glass, corrugated cardboard, and batteries, and have eliminated
the use of styrofoam book packaging. We at West are proud of the
longevity and the scope of our commitment to our environment.

Production, Prepress, Printing and Binding by West Publishing Company

COPYRIGHY:&1989 By WEST PUBLISHING COMPANY
cor HT ©1993 By, WEST PUBLISHING COMPANY
’ 618 'Opperman Drive
P.O. Box 64526
St. Paul, MN 55164-0526

All Rights reserved

Printed in the United States of America
00 99 98 97 96 95 94 93 8 7 6 S 4 3 2 1 0

Library of Congress Cataloging-in-Publication Data

Bohiman, Herbert M.
The legal, cthical and international environment of business / Herbert
M. Bohlman, Mary Jane Dundas. — 2nd Ed.
Includes index.
ISBN 0-314-00905-1 (hard)
1. Industrial laws and legislation—United States. 2. Commercial
law—United States. 3. Business enterprises—United States.
I. Dundas, Mary Jane. II. Title.
KF1600.B64 1992
346.73'07—dc20
(347.3067]



The American legal scene has changed tremendously during the last
quarter century and even more changes are expected as we approach
the 21st century. As a result, the effect of the legal environment in
which business operates has changed dramatically. THE LEGAL,
ETHICAL AND INTERNATIONAL ENVIRONMENT OF BUSI-
NESS, SECOND EDITION was written with two goals in mind—to
present to the student the breadth of the legal, ethical and international
environment of business and to provide a legal foundation that can be
used in his or her business or government career.

To accomplish these goals, we have presented materials that cover
both the private and public regulation of business. Legal topics discussed
in the first area include contracts, sales, secured transactions, negotiable
instruments, property, agency, partnerships, and corporations. Legal
topics covered in the second area—public regulation—are labor law,
securities law, antitrust, consumer rights, and environmental law. The
second edition includes revised chapters on ethics and international
law and integrates into all chapters both ethical and international con-
siderations. The text integrates the American Assembly of Collegiate
Schools of Business (AACSB) curriculum standards to cover ethical,
global, political, social, legal, regulatory, environmental, and tech-
nological issues.

Total Learning/Teaching Package

This text constitutes what we believe to be a total learning/teaching
package. It contains numerous pedagogical aids and high-interest
additions.

Case Selection and Presentation

Each chapter has several cases to illustrate the application of the law
to specific business problems. We have tried to create a balance between
classic cases that are well recognized and recent cases that have changed
the law significantly. Each case starts with the citation that includes
the court, the date, the federal or state reporter (if available), and the
West reporter. The Background and Facts focuses on the setting in
which the case arose and identifies the plaintiffs and defendants. The
actual court case is presented in an edited manner. Finally, the Decision
and Remedy clearly states who won the case and why. When appro-
priate, we have a Comment section that presents additional material
not available from the case itself or that indicates future trends.
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Features of Each Chapter

Each chapter has an example of one or more of
the following special sections that are designed to
instruct as well as to interest the student.

Quotations

Each chapter opens with a brief quotation that is
appropriate to the chapter material.

Exhibits

Most chapters have at least one exhibit to illustrate
important aspects of the law. Some exhibits are
charts, such as the one setting out the federal court
system; others focus on classifications or sum-
maries; and others set out forms used in the legal
or business world, such as the one presenting a
sample credit sale contract.

Legal Highlights

Nearly all chapters have legal highlights in which
the student is presented with practical advice, such
as how to check on a social security account, or
with examples of how the law was applied in an
unusual situation, such as the one on the cross-
cultural conflict on the Texas Gulf Coast.

Ethical Considerations

Disclosures of criminal activity by businesses shook
the business world and public confidence. Old,
established Wall Street brokerage houses were found
guilty of securities law violations, the savings and
loan institutions were destroyed by those who looted
them, businesses were found guilty of criminal
violations of environmental laws. As public con-
fidence waned, businesses turned to incorporating
ethics into their daily activities. The emphasis on
ethics in academic studies is reflected in the stan-
dards set by the American Assembly of Collegiate
Schools of Business (AACSB). The new standards
require that ethics be integrated into the study of
business. This text likewise integrates ethics into
each chapter. Chapter 2 covers ethical theories
and provides a basis for class discussion of the
ethical problems set out at the end of each chapter.

PREFACE

International Considerations

The economic future of the United States is de-
pendent upon international trade. People in-
volved with international business will need a
working knowledge as to how international trade
functions and the legal problems that may arise.
The AACSB is also concerned with integrating
global issues into the academic studies of business.
Fach chapter has an International Consideration
that discusses international aspects of the chapter’s
subject matter. Chapter 24 covers various aspects
of doing business in the global environment.

Facing a Legal Issue

Located at the end of each chapter is material
entitled Facing a Legal Issue. In each discussion,
we have attempted to present a factual situation
which a business person could confront in his or
her career. These situations concern problems that
are collateral to the rest of the material contained
within the chapter. They are an attempt to give
students practical factual advice on how to apply
the law.

Key Terms

Fach chapter ends with a list of key terms first
identified by bold-faced type in the text.

Questions and Case Problems

At the end of each chapter, five to ten Questions
and Case problems are set out. The questions are
a mix of hypotheticals and problems taken from
actual cases for which full citations are given.
Complete answers to all of the Questions and Case
Problems are found in a separate booklet entitled
Answers to Questions and Case Problems.

Appendices

So that this book can serve as a reference, we have
included a full set of appendices. They are as
follows:

A The Constitution of the United States of
America
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B The Uniform Commercial Code (Excerpts)

C Restatement of Torts, Second (Excerpts)

D The Sherman Antitrust Act (Excerpts)

I The Clayton Act (Excerpts)

F The Federal Trade Commission Act (Excerpts)

5 National Labor Relations Act (Excerpts)

H The Federal Civil Rights Laws (Excerpts)

I The Uniform Partnership Act (Excerpts)

| Spanish Equivalents for Important Legal Terms
in English

Supplements

Study Guide

The Study Guide was written by Thomas Brierton
of the University of the Pacific. Each chapter rein-
forces what the text has presented. The Study Guide
consists of descriptions of general principles dis-
cussed in each chapter, chapter summaries in sen-
tence outline form, and true-false, fill-in-the-blank,
and multiple-choice questions to test students
comprehension.

Instructor’'s Manual with Test Bank

The Instructor’s Manual and Test Bank was writ-
ten by Larry D. Strate of the University of Nevada
at Las Vegas. Each chapter includes a chapter
overview, chapter outline, case comments, dis-
cussion questions, ethical and international con-
siderations comments, and instructional sugges-
tions. Each chapter of the Test Bank has a
minimum of 15 true-false questions and 50
multiple-choice questions with many chapters
having more items.

The Test Bank is available on WESTEST,
which offers computerized testing for IBM-PC and
compatible microcomputers or the Macintosh.
WESTEST allows instructors to create new tests,
modify existing tests, change the questions from
West's original Test Bank, and print tests in a
variety of formats. Instructors can add questions
of their own to the Test Bank. Instructors should
contact their West sales representative to inquire
about acquiring WESTEST.

Educational Legal Software

LEGAL CLERK®—A Software Package for Re-
search and Learning is the highly acclaimed West

Publishing LEGAL CLERK® Research Software
System. LEGAL CLERK® is a user-friendly, in-
teractive software package that simultaneously in-
troduces students to the rudiments of computer-
aided legal research and reinforces the underlying
concepts of business law. LEGAL CLERK® pro-
vides a valuable learning tool to help your school
meet AACSB recommendations for using micro-
computers in business legal courses.

LEGAL CLERK® enables students with ac-
cess to IBM-PC and compatible personal com-
puters to retrieve specific cases found in THE
LEGAL, ETHICAL AND INTERNATIONAL
ENVIRONMENT OF BUSINESS, SECOND
EDITION, for extensive study. To provide in-
structors with maximum flexibility, LEGAL
CLERK® covers three major subject areas of busi-
ness law and legal environment—UCC Article 2
Sales; Government Regulations and the Legal En-
vironment of Business; and Contracts. Instructors
may select one or all three versions for their classes.
Cases appearing in LEGAL CLERK® are clearly
identified in the text with a computer logo. The
logos are color coded to help users easily identify
which version of LEGAL CLERK® contains spe-
cific cases.

% Uniform Commercial Code Article 2
Sales—Version 1.0

__‘f Government Regulation and The Legal
=) Environment of Business—Version 1.0

‘ % Contracts—Version 1.0

A site license for all three versions of LEGAL
CLERKS® is free to qualified adopters. Each ver-
sion is accompanied by an Instructor’s Resource
Guide and, for student purchase, a Student User’s
Guide.

Answers to Questions
and Case Problems

This manual provides solutions to the questions
and case problems found in the text. It is available
free to adopters of the text.

LEGAL Review

For those who would not utilize the legal research

capabilities of LEGAL CLERK®, West Publish-



xxvifi

PREFACE

ing now offers LEGAL Review. It provides ref-
erence material from the tutorial portion of LEGAL
CLERK®. This software is divided into three topic
menus: UCC, Contracts, and Legal Environ-
ment. A Student User’s Guide contains questions
for the topic areas. The software can be used to
learn the answers.

West's Book of Forms

West's Book of Legal Forms, prepared by Robert
McNutt, California State University at North-
ridge, is also available for student purchase. It
provides 40 samples of often-used business forms.

Transparency Acetates

The supplements package contains a set of ap-
proximately 40 transparency acetates.
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