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Preface

The American legal scene has changed tremendously
during the last quarter century, and even more
changes are expected as we approach the 21st cen-
tury. As a result, the effect of the legal environment in
which business operates has changed dramatically.
The Legal, Ethical and International Environment of
Business, Fourth Edition, was written with two goals
in mind—to present to the student the breadth of the
legal, ethical, and international environment of busi-
ness 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 private and public regula-
tion of business. Unit I gives students an introduc-
tion to law. This unit includes chapters on the judicial
system and alternative dispute resolution procedures.
The chapters on constitutional law, administrative
agencies, and criminal law introduce students to the
regulatory issues. Unit I covers business and private
law. Topics include torts; contracts; sales law; nego-
tiable instruments; international law; rights of con-
sumers, debtors, and creditors; consumer protection;
and property and computer law. Unit III examines
the formation of business entities and agency and
employment law. Unit IV sets out the various aspects
of government regulation, which includes securities,
antitrust, and labor and employment law; equal op-
portunity; and environmental law.

This fourth edition includes revised chapters on
sources of the law, employment and labor law, and
property law, which now includes intellectual prop-
erty law. Every chapter includes both ethical and
international considerations. Because faculty and stu-

dents now have access to the World Wide Web, many
sites are provided in this text. Students are provided
an opportunity to study the historical development of
the U.S. legal system along with a general discussion
of how constitutional issues affect businesses. The
text integrates the American Assembly of Collegiate
Schools of Business (AACSB) curriculum standards
to cover ethical, global, political, social, legal, regula-
tory, environmental, and technological 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 appli-
cation 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 fed-
eral or state reporter (if available), the West reporter,
and, when possible, a World Wide Web citation. The
Background and Facts focuses on the setting in which
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the case arose and identifies the plaintiffs and defen-
dants. Text from an actual court case is then pre-
sented in an abbreviated form. Finally the Decision
and Remedy clearly states who prevailed in the case
and why. When appropriate, we include a Comment
section that presents additional material not avail-
able from the case itself or that indicates future
trends.

CHAPTER FEATURES

Each chapter includes one or more of the following
special sections, which are designed to be instructive
as well as interesting.

Quotations

Each chapter opens with a brief quotation that is ap-
propriate 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 summaries;
and others illustrate forms used in the legal or busi-
ness world, such as a sample credit sale contract.

Legal Highlights

All chapters have legal highlights that present prac-
tical advice, such as how to check on a social secu-
rity account, or examples of how the law was applied
in an unusual situation.

Ethical Considerations

The emphasis on ethics in academic studies is re-
flected in the standards set by the American Assem-
bly of Collegiate Schools of Business (AACSB). The
new standards require that ethics be integrated into
the study of business, and this text likewise inte-
grates ethics into each chapter. Chapter 2 covers eth-
ical theories and provides a basis for class discussion
of the ethical problems set out at the beginning of

each chapter. A model is provided in Chapter 2 to as-
sist students in resolving ethical issues.

International Considerations

The economic future of the United States is depen-
dent upon international trade. People involved with
international business will need a working knowl-
edge of how international trade functions and the
legal problems that may arise. The AACSB also is
concerned with integrating global issues into the
academic studies of business. Each chapter has an
International Consideration that discusses interna-
tional aspects of the chapter’s subject matter. Chap-
ter 13 covers various aspects of doing business in the
global environment.

Facing a Legal Issue

Toward the end of each chapter is material entitled
Facing a Legal Issue. In each discussion we have at-
tempted to present a factual situation that a business
person could confront in his or her career. These sit-
uations concern problems that are collateral to the
rest of the material contained within the chapter.
They provide students with practical advice on how
to apply the law.

Using the World Wide Web

Each chapter has a variety of references to World
Wide Web sites on the Internet. This edition inte-
grates into the text references to World Wide Web
sites relating to cases, statutes, regulations, and or-
ganizations. Students can use these references to find
more information on the issues discussed in the chap-
ter. At the end of each chapter is a research problem
involving the use of the World Wide Web.

Key Terms

Each chapter ends with a list of key terms first iden-
tified by boldfaced type in the text.

Questions and Case Problems

At the end of each chapter, there are ten Questions
and Case Problems. The problems are a mix of hy-
pothetical questions and problems taken from ac-



tual cases for which full citations are given. The last
question involves a problem to be researched on the
World Wide Web.

Complete answers to all of the Ethical Consider-
ations and the Questions and Case Problems are
found in a separate manual entitled Answers to Eth-
ical Considerations and the Questions and Case
Problems.

Appendices

This book can serve as a reference because we have
included a set of appendices. They are as follows:

>

The Constitution of the United States of America
The Uniform Commercial Code (Excerpts)
Restatement of Torts, Second (Excerpts)

The Sherman Act (Excerpts)

The Clayton Act (Excerpts)

The Federal Trade Commission Act (Excerpts)
National Labor Relations Act (Excerpts)

The Federal Civil Rights Laws (Excerpts)

The Uniform Partnership Act (Excerpts)
International Top-Level Domains (ITLDs)
Critical Thinking

Selected World Wide Web Government Addresses

M 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 reinforces
what the text has presented. The Study Guide con-
sists of descriptions of general principles discussed in
each chapter, chapter summaries in sentence outline
form, and true-false, fill-in-the-blank, and multiple-
choice questions to test students” comprehension.

Instructor’s Manual

The Instructor’s Manual was written by Larry D.
Strate of the University of Nevada at Las Vegas. Each
chapter includes a chapter overview, chapter outline,
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case comments, discussion questions, ethical and in-
ternational considerations comments, and instruc-
tional suggestions.

Test Bank

The Test Bank was written by Wayne Wells and
Janell Kurtz of St. Cloud State University. Each chap-
ter of the Test Bank has approximately 25 true-false
questions and 75 multiple-choice questions; many
chapters have more items.

The Test Bank is available on Thomson World
Class Testing Tools™, which offers computerized
testing for IBM-PC and compatible microcomputers.
Thomson World Class Testing Tools™ allows in-
structors to create new tests, modify existing tests,
change the questions from the Test Bank, and print
tests in a variety of formats. Instructors can add ques-
tions of their own to the Test Bank. Instructors should
contact their West Educational Publishing sales repre-
sentative to inquire about acquiring Thomson World
Class Testing Tools™.

Answers to Ethical Considerations and the
Questions and Case Problems

The Answer Manual provides solutions to the ques-
tions and case problems found in the text. Also in-
cluded are the answers to the Ethical Considerations
that begin each chapter.

Transparency Acetates

The supplements package contains a set of approxi-
mately 30 transparency acetates.

Acknowledgments

Many people are involved in the production of a
textbook. The initial impetus for The Legal, Ethical
and International Environment of Business, Fourth
Edition, came from Rob Dewey, our editor, who has
been a strong supporter of this project. A hearty
thanks to Amy Hanson, our production editor, who
kept the project moving in a timely manner, and to
Jan Lamar, our developmental editor, who coordi-
nated all the reviews and provided expert analysis.
We also acknowledge the important contribu-
tion of Professor Arthur Gross Schaefer from Loyola



xxviii B Preface

Marymount University in Los Angeles. His creden-
tials as an attorney, certified public accountant, and
Rabbi, along with his work in the development of
ethical audits for profit and nonprofit organizations,
make him a unique individual with a very broad
background. Moreover, his work as an ethicist with
practicing attorneys and judges has provided him
with a critical outlook on dealing effectively with
real-life situations. He has used these perspectives to
create the ethics decision model, the ethics cases
within each chapter, and model answers found in the
Answers to Ethical Considerations and Questions
and Case Problems. This material is an integral part
of our book and greatly impacted the book’s overall
presentation.

A number of reviewers were kind enough to give
us their ideas and comments on various drafts of the
manuscript. They are listed below for the four edi-
tions.

Reviewers for the Fourth Edition:

Patricia Billow, University of Akron
Frank Cavaliere, Lamar University
Howard Ellis, Millersville University
George Generas, University of Hartford
Cliff Koen, University of New Orleans

A. Robert Lamb, The University of the
Incarnate Word

Alan Schlact, Kennesaw State University
Mark E. Smith, University of Louisville

Reviewers for the Third Edition:

Gamewell D. Gantt III, Idaho State University

Arthur Gross Schaefer, Loyola Marymount
University

A. Robert Lamb, Sr., Incarnate Word College
Michael Litka, University of Akron

Michael G. Walsh, Villanova University

Kay Wilburn, The University of Alabama at
Birmingham

Raymond A. Zimmerman, The University of
Texas at El Paso

Reviewers for the Second Edition:

Thomas M. Apke, California State University,
Fullerton

Thomas D. Brierton, University of the Pacific
Frank J. Cavallere, Lamar University
Michael Litka, University of Akron

Paul Lyons, Frostburg State University
Charles W. McGuire, DeVry Institute

Dinah Payne, University of New Orleans
Jeffrey R. Pittman, Arkansas State University

Martha Sartoris, North Hennepin Community
College

Darryl L. Webb, University of Alabama
Kay Wilburn, The University of Alabama at
Birmingham

Reviewers for the First Edition:

David L. Baumer, North Carolina State
University

Katherine Beebe, Salt Lake Community College
Thomas H. Brucker, University of Washington
Mark A. Buchanan, St. Cloud State University
Daylin J. Butler, Kansas State University

Lawrence S. Clark, Louisiana State University
in Shreveport

Gamewell D. Gantt III, Idaho State University
John Geary, Appalachian State University
Amy Zoe Gershenfeld, University of Kentucky
Martin F. Grace, Georgia State University
Gerard Halpern, University of Arkansas
Marsha E. Hass, College of Charleston

James P. Hill, Central Michigan University

E. C. Hipp, Clemson University

David D. Jaeger, University of Cincinnati

Marianne M. Jennings, Arizona State
University

Jack E. Karns, University of North Dakota

Nancy P. Klintworth, University of Central
Florida

Paul Lansing, University of Iowa
Andrew Laviano, University of Rhode Island

F. Raymond Lewis, Northeastern Illinois
University

Nancy R. Mansfield, Georgia State University
S. Scott Massin, Emory University



John E. McDonald, Jr., University of North
Carolina at Charlotte

Sheel P. Pawar, Idaho State University
Jordan B. Ray, University of Florida
Lim Razook, University of Oklahoma

Daniel L. Reynolds, Middle Tennessee State
University

Rene Sacasas, University of Miami Florida
Scott Sibray, California State University, Chino
Lou Ann Simpson, Drake University

S. Jay Sklar, Temple University

Lucy L. Spalding, Illinois State University
Larry Strate, University of Nevada at Las Vegas
Donald J. Swanz, St. Bonaventure University
Irvin Tankersley, Memphis State University
Bernard F. Thiemann, Bellarmine College
Daphney Thomas, James Mason University
Wayne R. Wells, St. Cloud State University

Preface M xxix

We thank our colleagues who encouraged us, sup-
ported us, and spent hours reviewing our rough
drafts: Professors Luis Aranda, Marianne Moody
Jennings, Ethan Lock, Peter Reiss, and the late Claude
Olney of Arizona State University. They were ex-
tremely helpful with our initial drafts and with giving
us their creative ideas and thoughts. They also gave us
the motivation to keep going on all four editions.

As careful as we have attempted to be, there are,
no doubt, errors in this text for which we take full
responsibility. We welcome comments from all users
of the text, for it is by incorporating such comments
that we can make this text even better in future edi-
tions.

Herbert M. Bohlman
Mary Jane Dundas



Preface xxv

UNIT I INTRODUCTION TO LAW

CHAPTER 1
Basics of the Law 2

CHAPTER 2
Ethics and Corporate Social Responsibility 29

CHAPTER 3
The Judicial System and Litigation 53

CHAPTER 4
Alternative Dispute Resolution Procedures 84

Contents in Brief

CHAPTER 5
The Constitution and the Regulation of
Business 111

CHAPTER 6
Administrative Agencies and the Regulation of
Business 139

CHAPTER 7

The Regulation of Business Through Criminal
Law 167

UNIT Il BUSINESS AND PRIVATE LAW

CHAPTER 8
Torts 194

CHAPTER 9
Contract Formation 223

CHAPTER 10
Contract Defenses and Remedies 253

CHAPTER 11
Sales Law and Product Liability 276

CHAPTER 12
Negotiable Instruments and Secured
Transactions 306

CHAPTER 13
International Business Law 347

CHAPTER 14

Rights of Consumers, Debtors, and
Creditors 381



viii B Contents in Brief

CHAPTER 15 CHAPTER 16
Consumer Protection 413 Property Law and Intellectual Property and
Computer Law 439

UNIT II1  BUSINESS FORMATION

CHAPTER 17 CHAPTER 19

Agency Law and Private Employment Law Corporate Law and Franchising Law 523
468

CHAPTER 18
Business Enterprises: Noncorporate Business
Entities 496

UNIT IV  BUSINESS AND GOVERNMENT REGULATION

CHAPTER 20 CHAPTER 23

Securities Law 552 Employment Law and Equal Opportunity
644

CHAPTER 21

Antitrust Law 586 CHAPTER 24

Environmental Law 670
CHAPTER 22

Legislative Control over Labor and Labor
Relations 617

APPENDICES

APPENDIX A APPENDIX F
The Constitution of the United States of The Federal Trade Commission Act (Excerpts)
America A-1 A-58
APPENDIX B APPENDIX G
The Uniform Commercial Code (Excerpts) National Labor Relations Act (Excerpts) A-59
A-11 APPENDIX H
APPENDIX € The Federal Civil Rights Laws (Excerpts)
Restatements of Torts, Second (Excerpts) A-60
A-53

APPENDIX |
APPENDIX D The Uniform Partnership Act (Excerpts) A-67
The Sherman Act (Excerpts) A-54

APPENDIX J
APPENDIX E International Top-Level Domains (ITLDs)

The Clayton Act (Excerpts) A-55 A-72



Contents in Brief B ix

APPENDIX K Glossary G-1
Critical Thinking A-74
Table of Cases T-1

APPENDIX L
Selected World Wide Web Government Index I-1
Addresses A-80

APPENDIX M

Spanish Equivalents for Important Legal
Terms in English A-85



Contents

Preface xxv

UNITI INTRODUCTION TO LAW

CHAPTER 1
Basics of the Law 2

ETHICAL CONSIDERATION: Ethical Attitudes 3
Introduction 3
Definition of Law 3
Schools of Legal Philosophy 3
Natural Law School 4
Analytical School 4
Historical School 4
Legal Realists School §
Economic School §
Sources of American Law §
Constitutions 6
Statutes and Ordinances 6
Case Law 6
LEGAL HIGHLIGHT: Common-Law Writs 7
Stare Decisis or Precedent 8
Classifications of Law 13
Substantive Law versus Procedural Law 13
Public Law versus Private Law 13
Civil Law versus Criminal Law 13
LEGAL HIGHLIGHT: Equitable Maxims 14
Courts of Law versus Courts of Equity 14
Distinctions 15
Locating the Law 17

Publishing Court Decisions 17

Reporter System for Case Decisions 17

Statute Publications 20

Administrative Agency Regulations 20

Legal Research Using Computers 20
Analyzing Case Law 21

How to Brief a Case 21

INTERNATIONAL CONSIDERATION: Treaties,
Conventions, and Agreements 24

FACING A LEGAL ISSUE: A Manager’s Role in
Preventive Law 25

Chapter Summary 26

Using the World Wide Web 26
Key Terms 27

Questions and Case Problems 27

CHAPTER 2

Ethics and Corporate Social
Responsibility 29
Introduction 30
Theories of Ethical Conduct 30
Ethical Standards Based on Universal Duties 31
Ethical Standards Based on Consequences 31
A Scenario 32
Ethical Behavior and Legal Behavior 33



xii B Contents

Stakeholders 33
Shareholders 33
Government 36

LEGAL HIGHLIGHT: Dynamic Duo, Milton and
Chainsaw Al 37

Employees 37
Customers 39

LEGAL HIGHLIGHT: The Whistleblowers Who
Brought Down Big Tobacco 40

Suppliers 42
The Community 43
Strategy for Ethical Decision Making 45

A Sample Case: Using the Model for Ethical
Decision Making 46

Legal Ethics 47

LEGAL HIGHLIGHT: Caught Between a Rock and a
Hard Place! 49

INTERNATIONAL CONSIDERATION: Codes and
Guidelines That Emphasize Ethical Conduct 50

FACING A LEGAL IssuE: When Should You Blow the
Whistle? 50

Chapter Summary 51

Using the World Wide Web 51
Key Terms 52

Questions and Case Problems 52

CHAPTER 3

The Judicial System and
Litigation 53
ETHICAL CONSIDERATION: To Play or Not to Play
Hardball 54
Introduction 54
Jurisdiction 54
Jurisdiction over the Person 54
Jurisdiction over Property 57
Subject-Matter Jurisdiction 58
Venue 58
Court Systems in the United States 58
A Typical State Court System 58
LEGAL HIGHLIGHT: Using a Small-Claims Court 59
The Federal Court System 60
Jurisdiction of Federal Courts 63

Concurrent versus Exclusive Jurisdiction 63

LEGAL HIGHLIGHT: Go to the Library and Prepare
Your Divorce Papers 64

Writ of Certiorari 64

Judicial Procedures: Following a Case Through the
Courts 65

Procedure 65
A Sample Case 65
LEGAL HIGHLIGHT: The Friday Conference 66

LEGAL HIGHLIGHT: Singing the Courthouse
Blues 68

LEGAL HIGHLIGHT: Attorney-Client Privilege, or
What You Cannot Tell Your Attorney 74

Attorneys’ Fees and Other Costs 76
Attorneys’ Fees 76
Other Costs 77

The Judiciary 79
State Judicial Selection Procedures 79
Federal Judicial Selection Procedures 79
U.S. Magistrate Judges 79

INTERNATIONAL CONSIDERATION: Different Legal
Systems in Foreign Trade 79

FACING A LEGAL IssUE: How to Find an
Attorney 80

Chapter Summary 81

Using the World Wide Web 82
Key Terms 83

Questions and Case Problems 83

CHAPTER 4

Alternative Dispute Resolution

Procedures 84

ETHICAL CONSIDERATION: Full Disclosure in
Arbitration? 85

Introduction 85

Advocates of Alternative Dispute Resolution
Procedures 85

Negotiation, Conciliation, and Mediation 86
Negotiation 86
Conciliation 87
Mediation 87

LEGAL HIGHLIGHT: Code of Ethics for
Arbitrators 88

Arbitration 88



Comparisons between Arbitration and the Judicial
System 88

American Arbitration Association 91
Federal Legislation 91
State Legislation 92
Judicial Arbitration 93
Contractual Arbitration 95
Contractual Arbitration Procedure 95
Differences 100
Disadvantages of Arbitration 100
Other Forms of ADR 102
Hybrid Mediation and Arbitration (Med/Arb) 102

LEGAL HIGHLIGHT: Hurricane Andrew Whips Up
ADR 103

Fact Finding 103
Minitrial 103
Private Judge 105
Partnering 105

LEGAL HIGHLIGHT: Electrical Companies Zap the
Media 106

INTERNATIONAL CONSIDERATION: Arbitration in
International Situations 106

FACING A LEGAL ISSUE: Arbitration of Disputes
Involving “Lemons” 107

Chapter Summary 108

Using the World Wide Web 109
Key Terms 109

Questions and Case Problems 109

CHAPTER 5

The Constitution and the
Regulation of Business 111

ETHICAL CONSIDERATION: Good Advertising? 112
Introduction 112
Articles of the Constitution 112

Separation of Powers Clause 112

The Commerce Clause 116

LEGAL HIGHLIGHT: A Funny Thing Happened
on the Way to Amend the Articles of
Confederation 117

The Taxing Power 119
The Spending Power 119
The Supremacy Clause 119

Contents M xiii

Full Faith and Credit Clause 120
Privileges and Immunities Clause 120
Bill of Rights and the Other Amendments 120

LEGAL HIGHLIGHT: Twenty-Seven of 10,000
Proposed Amendments 122

Fourteenth Amendment 122

Delegated Powers 122
Bill of Rights in a Business Context 123
First Amendment 123

Freedom of Speech 123

Freedom of Religion 129
Fourth Amendment 129

Search and Seizure 129

LEGAL HIGHLIGHT: So Where Is My
Royalty? 130

Right of Privacy 131
Fifth Amendment—Self-Incrimination 131

Fifth and Fourteenth Amendments—Due Process
Clause 133

Equal Protection Clause 134

INTERNATIONAL CONSIDERATION: Must a Court
Recognize a Foreign Judgment? 134

FACING A LEGAL IsSUE: Stopping Employee
Theft 135

Chapter Summary 136

Using the World Wide Web 136
Key Terms 137

Questions and Case Problems 137

CHAPTER 6

Administrative Agencies and the

Regulation of Business 139
ETHICAL CONSIDERATION: Conflicts Between
Freedom of Speech and Ethics 140
Introduction 140
Areas of Regulation 140

Economic Regulation 140

Public Welfare 142
Features of Administrative Agencies 142
The Nature of Administrative Agencies 144

Line Agencies, Independent Agencies, Government
Agencies, and Quasi-Official Agencies 144

Enabling Legislation 144



xiv B Contents

Administrative Procedure Act 146
Three Areas of Power 146

LEGAL HIGHLIGHT: “Governmentese” and Plain
English 148

Limitations on Administrative Agencies’
Powers 153

Major Constitutional Limitations 153
Congressional Statutes 156
Sunset Laws 159
Judicial Review 159
Deregulation 161
LEGAL HIGHLIGHT: No Jargon, Please! 162

INTERNATIONAL CONSIDERATION: Use of
Administrative Law in Assisting International
Transactions 162

FACING A LEGAL IsSUE: Administrative Law:
Facing Zoning Problems 163

Chapter Summary 164

Using the World Wide Web 165
Key Terms 165

Questions and Case Problems 165

CHAPTER 7

The Regulation of Business
Through Criminal Law 167

ETHICAL CONSIDERATION: Beyond the Insurance
Policy 168

Introduction 168

Classification of Crimes 168

Criminal Statutory Law 169

Constitutional Safeguards 171
LEGAL HIGHLIGHT: Ford 172
Criminal Procedure 172
Basic Elements of Criminal Responsibility 173
Criminal Intent 173
Criminal Conduct 173
Attempts and Conspiracies 175
Crimes Affecting Business 175
Offenses against Property 175
White-collar Crime 176

LEGAL HIGHLIGHT: Beware of the Talk Show
Expert 177

LEGAL HIGHLIGHT: Ponzi or Pyramid, It Is Still a
Criminal Scheme 178

LEGAL HIGHLIGHT: Scams and Flimflams 179
Crimes Businesses Can Commit 179
LEGAL HIGHLIGHT: Cybercrime 185
Defenses 186
Double Jeopardy 186
Self-Defense 188
Entrapment 188
Incapacity 188
Intoxication 188

INTERNATIONAL CONSIDERATION: The World
Community versus International Criminals 189

FACING A LEGAL Issue: Bad Checks 189
Chapter Summary 190

Using the World Wide Web 191

Key Terms 191

Questions and Case Problems 192

UNIT II BUSINESS AND PRIVATE LAW

CHAPTER 8
Torts 194

ETHICAL CONSIDERATION: Media’s Responsibility
When Reporting about Families of Public
Figures 195

Introduction 195
Types of Torts 195
Intentional Torts 196

Wrongs against the Person 196

LEGAL HIGHLIGHT: McHamburger v.
McVeggies 199

Wrongs against Property 201

LEGAL HIGHLIGHT: Secondary Smoke—Is It
Battery? 202

Negligence 202
Breach of Duty of Care 202
Injury 205



Causation 205
Res Ipsa Loquitur 207
Defenses to Negligence 207

LEGAL HIGHLIGHT: McDonald’s Hot Coffee
Case 208

Strict Liability 209
LEGAL HIGHLIGHT: Mass Torts 210
Specific Torts Related to Business 210

Wrongful Interference with a Contractual or Business
Relationship 210

Infringement of Trademarks, Trade Names, Patents,
and Copyrights 211

Theft of Trade Secrets 215
Damages 215
Damages for Negligence 215
Damages for Intentional Tort 215
Current Tort Controversy 217
LEGAL HIGHLIGHT: Thou Shalt Not Steal 218

INTERNATIONAL CONSIDERATION: Combining
Criminal and Civil Law 218

FACING A LEGAL IssUE: Duties Owed to the
Insurance Company 219

Chapter Summary 220

Using the World Wide Web 221
Key Terms 221

Questions and Case Problems 221

CHAPTER 9
Contract Formation 223

ETHICAL CONSIDERATION: Finders Keepers:
Is There an Obligation to Disclose When a Deal Is
Unfair? 224

Introduction 224
Comparing Torts with Contracts 224
Sources of Commercial Law 224
The Law Merchant 225
Codification of Commercial Law 225
Uniform Commercial Code 225

LEGAL HIGHLIGHT: The Tow Truck and Mud
Wrestling 226

Contract Terms 226
Terms Used with Contract 226
Elements of a Contract: Part 1 230

Contents W xv

Requirements of the Offer 230

LEGAL HIGHLIGHT: Opera, Dinner, and
Court? 233

Termination of the Offer 233
Acceptance 236
Genuineness of Mutual Assent 238
Consideration 241
LEGAL HIGHLIGHT: Electronic Commerce 247

INTERNATIONAL CONSIDERATION: Variations in
Terms of Sale When Dealing Internationally 248

FACING A LEGAL IssUE: Making Sure You Are
Insured 249

Chapter Summary 250

Using the World Wide Web 251
Key Terms 251

Questions and Case Problems 251

CHAPTER 10

Contract Defenses and
Remedies 253

ETHICAL CONSIDERATION: The Value of a
Handshake: The Statute of Frauds as a
Sword 254

Introduction 254
Elements of a Contract: Part 2 254
Contractual Capacity 254
Legality 256
Writing 259
LEGAL HIGHLIGHT: Faxes and Computers 262
Other Contractual Issues 262
Assignments and Delegations 262
LEGAL HIGHLIGHT: Faxes and the Feds 263
Third-Party Beneficiaries 266
Discharge 267
Remedies and Damages 268

INTERNATIONAL CONSIDERATION: Selling Goods
Internationally 271

FACING A LEGAL Issuk: Contractual
Capacity 271

Chapter Summary 272

Using the World Wide Web 272
Key Terms 273

Questions and Case Problems 273



