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P R E F A C E

A BUSINESS-ORIENTED BUSINESS LAW TEXT

Business Law: Principles and Cases in the Legal Environment, Seventh Edition, offers stu-
dents a business-oriented introduction to the legal and ethical topics that affect busi-
ness. This perspective may seem obvious. After all, isn’t a business law textbook by its
very nature oriented toward the practice of business? While it might seem that they
should, not all business law textbooks adopt such an orientation. Textbooks that typi-
cally teach the law, often clearly and in great detail, can fail to show students how the
law will affect their future careers in the business world. Our goal as business law and
legal environment instructors is not to train lawyers, but rather to train future busi-
nesspeople to anticipate and avoid legal problems. If legal problems arise, it is critical
to know how to recognize the nature of these problems and work with a lawyer to
achieve solutions. Legal problems, even lawsuits, are business problems that can be
managed.
Our strategy in revising this, our seventh, edition is threefold:

e To present, in an accessible style, a current and comprehensive introduction to
the legal topics relevant to business

e To demonstrate how these topics apply to the practice of business

e To provide an approach to legal analysis—often termed critical thinking—for
addressing legal problems encountered in the practice of business

We also support more fully the teaching and learning process associated with using the
text. Our association with West Legal Studies in Business allows us to offer a wide array
of supplementary materials for instructors and students.

NEwW COVERAGE IN THE SEVENTH EDITION

As we mentioned, our first goal is to present, in an accessible style, a current and com-
prehensive introduction to the legal topics relevant to business. Toward this goal, the book
is divided into 10 parts based on traditional topical areas of undergraduate business law.
We have made the following content changes and updates to the seventh edition.

Part | Foundations of Law. Part 1 presents an overview of law and the legal system.
The seventh edition provides extended coverage of ethics and international law topics. In
particular, Chapter 1, “Introduction to Law,” provides a more detailed discussion of the-
ories of jurisprudence and a new exhibit outlining these theories. Chapter 2, “Business
Ethics,” has an increased focus on the application of ethical theories in the practice of
business, including the introduction and discussion of some additional ethical theories
and a new exhibit comparing a number of these theories.

Part 2 The American Legal System. Part 2 examines the court system and the legal
system used in the United States. We have moved the coverage of constitutional regu-
lation of business to this section. This encourages a discussion of fundamental consti-
tutional law principles while maintaining the focus on business and the application of
the legal system to business problems and concerns. The material on dispute resolution
has been reorganized into one chapter for this edition. This chapter combines the
materials in two chapters of the previous edition and is designed to show the similar-
ities and the differences in the various types of dispute resolution. We examine a civil
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trial and then look at a number of Alternative Dispute Resolution (ADR) approaches to
the same problem. This section concludes with an examination of torts and business
crimes, respectively. The criminal law coverage includes computer crimes. Simply put,
the material in Part 2 has been rearranged to improve the flow of topics.

Part 3 Contracts. Part 3 examines the primary importance of contract law to business.
The chapters contained here have been substantially updated, and some of the cover-
age has been relocated among the chapters. Chapter 9 is an introduction to contracts,
discussing contract theories and the various areas included in contract law. Chapter 10
covers offer and acceptance, and Chapter 11 discusses consideration. Chapter 12 deals
with voidable contract areas, “Contractual Capacity,” while Chapter 13, “Legality of
Subject Matter and Proper Form of Contracts,” examines void agreements and unen-
forceable contracts, respectively. Chapter 14 discusses the rights of third persons and
contract interpretation. The contract section ends with Chapter 15, “Contractual Dis-
charge and Remedies.”

Part 4 Sales and Leases. Part 4 introduces the Uniform Commercial Code (UCC) in sig-
nificant detail and examines the law of sales from an international perspective. Part 4
now offers comparisons of Article 2 contracts with Article 2A contracts and the similar-
ity in treatment between contracts for the sale of goods and contracts for the leasing of
goods. Part 4 also provides a detailed examination of the international sale of goods,
including increased coverage of the UN Convention on Contracts for the International
Sale of Goods (CISG), Incoterms, and ISO 9000. There is also a brief discussion of sev-
eral proposed United Nations Conventions that may soon be ratified and that will also
affect international sales and other international business transactions.

Part 5 Negotiables. Part 5 discusses UCC Articles 3 (Revised), 4 (Revised), 4A, and 7. In
addition, it includes a discussion of electronic fund transfers. This new coverage reflects
the changes in negotiable instrument law with the revision of Articles 3 and 4 of the UCC.

Part 6 Debtor-Creditor Relations. Part 6 examines secured transactions under Article
9 of the UCC and the federal protections available under the Bankruptcy Reform Act
of 1994. A new chapter has been added to this part. Chapter 28, “Other Credit Trans-
actions,” discusses various types of consumer debt besides secured transactions and
bridges the gap between secured transactions and bankruptcy. In addition, this part
includes increased coverage of the Bankruptcy Reform Act of 1994 and looks at the pro-
posed Bankruptcy Reform Act of 1999, which Congress has not yet approved.

Part 7 Agency. Part 7 explains the agency relationship and its importance in conduct-
ing a business enterprise. Special emphasis is given to the liability of both the princi-
pal and the agent for contracts entered into by the agent and to the liability of both the
employer and the employee for torts and crimes committed by the employee. Policy
reasons for the rules are addressed. Protection of the employer’s confidential informa-
tion and covenants not to compete are also discussed.

Part 8 Business Organizations. Part 8 treats the various types of business organizations
in a unique manner. Rather than have separate chapters dealing with the various organ-
izations, the text treats the organizations in a compare-and-contrast fashion within the
chapters. The emphasis is no longer on how the various types of business organizations
should be implemented, but rather on why a particular form should be chosen. The cov-
erage includes an examination of the limited liability company (LLC) and the limited lia-
bility partnership (LLP), as well as the traditional business organizations: proprietorship,
partnership, limited partnership, and corporation. Coverage of the Revised Uniform Part-
nership Act is increased, since it has been adopted by more states. We also include thor-
ough discussions of franchising in Chapter 37 and securities regulation in Chapter 38.



Part 9 Government Regulation of Business. Part 9 addresses the regulatory issues reg-
ularly faced by businesses, including coverage of antitrust law, consumer protection,
environmental protection, and labor and fair employment law. Chapter 40, “Consumer
Protection,” is devoted entirely to consumer law and stresses concepts that relate back
to Chapter 28, “Other Credit Transactions,” from Part 6. There is also one chapter
devoted to environmental law—Chapter 41, “Environmental Protection”—that addresses
most of the major environmental statutes. This coverage includes a discussion of some
of the policy reasons behind the statutes and the penalties to be faced for violations. The
final chapter in this section is “Labor and Fair Employment Practices,” a detailed exam-
ination of the rights and responsibilities of management and its employees.

Part 10 Property Protection. Part 10 examines real and personal property law and
“wealth protection.” Part 10 also offers updated coverage on intellectual property law.
The first chapter in this part discusses real property, government regulation of real prop-
erty, and the types of joint ownership. Transfer on death ownership has been added to
this edition. The second chapter examines personal property and bailments. The third
chapter addresses intellectual property, including a discussion of copyright law and of
computers and the law. The part and the text conclude with a consideration of techniques
for transferring wealth, including wills, estates, and trusts. Recent changes in transfer tax
laws are included.

NEW AND IMPROVED APPLICATIONS

Our second goal for this revision is to demonstrate how the legal topics presented here
apply to the practice of business. Toward this goal, Business Law offers the following
features, many of them unique to this text.

Court Cases

Each chapter contains three court cases primarily in the language of the court. Cases
are organized into the following parts:

Facts—the facts of the case

Issue(s)—the issues, in the form of questions, on which the decision hinges
Holding—the court’s answer to the issue(s)

Reasoning—the reasoning the court used in reaching its decision

We have made an effort in this edition to include more judicial language in the cases.
Our selection of cases includes both classic, landmark opinions and current, cutting-
edge cases. In addition, all of the court cases end with a Business Considerations ques-
tion and an Ethical Considerations question. These questions illustrate the impact of
court cases on business and how business decisions may lead to litigation. Ethical con-
siderations show how ethics constantly affect decision making. Limiting ethical concerns
to a cursory examination in an obligatory ethics chapter profits no one; rather, an
emphasis on ethics should be an integral part of business decision making.

Call-lmage Technology (CIT) Business Application Thread Case

We have included an integrated, continuous business “thread” case, or scenario,
throughout the text. This “thread” case profiles the experiences of a hypothetical video-
phone business, Call-Image Technology (CIT), owned and operated by a “local” family
known to the students. Each chapter begins with an Agenda that highlights the major
legal issues relevant to CIT. Within each chapter there are three CIT Application Boxes
that address particular legal issues and call for students to offer guidance to the firm.
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Each application box is categorized by the relevant functional area of business—
management, manufacturing, finance and accounting, sales, marketing, and interna-
tional business. Finally, application boxes include Business Considerations and Ethical
Considerations questions, asking the students to go beyond CIT’s problem to decide
how the type of problem faced might affect other business concerns. See page 2 for an
introduction to the CIT business application thread case.

Resources for Business Law Students

Resources for Business Law Students, included in every chapter, highlight World Wide
Web sites of particular relevance to the study of business law and legal environment.
For convenience, Web sites are listed by their name, the resources of particular interest,
and the address.

You Be the Judge Boxes

“You Be the Judge” boxes, included in every chapter, highlight newsworthy scenarios
involving legal or ethical problems. They illustrate the real-world legal problems of busi-
nesses. Students, using the material in the chapter, are asked to decide the outcome of
the scenario. Students have the opportunity to think critically and to discuss these prob-
lems in class; also, the problems provide potential writing assignments or team projects
for students. Finally, the You Be the Judge boxes include Business Considerations and
Ethical Considerations questions, asking the students to go beyond the given scenario
and decide how the type of problem faced might affect other business concerns.

Discussion Questions, Case Problems and Writing Assignments

Each chapter concludes with 10 discussion questions, five legal case problems, one busi-
ness applications case, one ethics applications case, and one critical thinking case. The
legal case problems ask students to test their understanding of principles and terms cov-
ered in the chapter, and the business applications, ethics applications, and critical think-
ing problems ask students to apply these concepts to business situations. All the end-of-
chapter materials can be used as study tools in reviewing the material, as class or
small-group discussion material, or for writing assignments.

SUPPLEMENTAL RESOURCES

The seventh edition of Business Law now has a site on the World Wide Web devoted to
teaching and learning resources for the text (http://davidson.westbuslaw.com). Come
visit to see for yourself.

The following supplemental resources are available with the seventh edition:

e Study Guide to Accompany Business Law: Principles and Cases in the Legal Environ-

ment (0-324-04294-9).

Telecourse Study Guide (0-324-04297-3)

Instructor’s Manual (0-324-04298-1)

Test Bank (0-324-06169-2)

ExamView testing software (0-324-06170-6)

Microsoft PowerPoint Lecture Review Slides (download at

http://davidson.westbuslaw.com/)

e Telecourse Videos—30 half-hour telecourse videos, developed by INTELECOM
in conjunction with the third edition of Business Law, provide coverage for key
topics in business law. Contact your local Thomson Learning/West Legal Stud-
ies Sales Representative for more details.



e The New York Times Guide to Legal Studies in Business (ISBN 0-324-04160-8), by
Marianne Jennings and Jamie Murphy. More than just a printed collection of arti-
cles, this guide gives you access, via password, to an online collection of the most
current and relevant New York Times articles that are continually posted as news
breaks. Also included are articles from CyberTimes, the online technology section
of the New York Times on the Web. Correlation guides for all West/South-Western
legal studies in business texts are available on the South-Western/New York Times
Web site at http://nytimes.swcollege.com.

e InfoTrac College Edition. This online library contains hundreds of scholarly and
popular periodicals, including American Business Law Journal, Journal of Interna-
tional Business Studies, Environmental Law, and Ethics. A package can be created
that provides students access to InfoTrac College Edition when they purchase
this textbook. Contact your local Thomson Learning/West Legal Studies Sales
Representative to learn more.

e Videos. Qualified adopters using this text have access to the entire library of
West videos, a vast selection covering most business law issues. There are some
restrictions, and if you have questions, please contact your local Thomson
Learning/West Legal Studies Sales Representative or visit http://www.
westbuslaw.com /video_library.html.

A NOTE ON AACSB CURRICULAR STANDARDS

The AACSB curricular standards relevant to business law and the legal environment of
business state that curricula should include ethical and global issues; the influence of
political, social, legal and regulatory, environmental, and technology issues; and the
impact of demographic diversity on organizations. We believe Business Law: Principles
and Cases in the Legal Environment uniquely satisfies these standards.

First, global issues are treated in depth in two chapters: Chapter 3, “International
Law,” and Chapter 20, “International Sales of Goods: CISG” (more than any other cur-
rent business law text). Also, we have revised Chapter 2, “Business Ethics,” to reflect
more of the application of ethical theories than the theories themselves. Ethics questions
also appear following court cases, You Be the Judge boxes, CIT business application
boxes, and at the ends of chapters.

Second, we have revised the text with the intent of creating a book that is intuitive,
engaging, and oriented toward providing the legal skills students will need in the busi-
ness world. Hence, the contents of the book stretch beyond the mere presentation of “legal
topics” to encompass the spectrum of “political, social, legal, regulatory, environmental,
and technological issues.” The pedagogical features are designed to augment this content.

Finally, the attention to applications, evidenced in the Agenda, CIT business appli-
cation thread case, and the You Be The Judge cases uniquely contributes to a showing
of how demographic diversity affects organizations. In the CIT case, the Kochanowskis—
founders of a family business—must understand the cultural and political challenges
that a larger domestic and international market (and workforce) pose for them. These
include issues ranging from employee privacy to labor law, from employee use of CIT
computers to sexual harassment. By following the case, students are immersed in these
problems and are asked to offer advice as questions arise. This encourages sensitivity
and an understanding of other points of view.

On another level, the Kochanowskis (and, vicariously, the students) learn that suc-
cessful businesses today are often cross-functional. In this case, the Kochanowskis need
to recognize how the law applies to marketing, sales, management, finance and account-
ing, and manufacturing, and they must be able to act on this knowledge. The students,
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by assuming an advisory role with CIT, have a unique glimpse at the cross-functional
nature of many business activities today. Business Law supports the current trend toward
integrating business disciplines.
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