


This is an electronic version of the print textbook. Due to electronic rights restrictions,
some third party content may be suppressed. Editorial review has deemed that any suppressed 
content does not materially affect the overall learning experience. The publisher reserves the right 
to remove content from this title at any time if subsequent rights restrictions require it. For
valuable information on pricing, previous editions, changes to current editions, and alternate 
formats, please visit www.cengage.com/highered to search by ISBN#, author, title, or keyword for 
materials in your areas of interest.

Important Notice: Media content referenced within the product description or the product 
text may not be available in the eBook version.

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



The Legal 
Environment 
of Busi ne ss
14th Edition

Roger E. Meiners
University of Texas at Arlington

Al. H. Ringleb
Consortium International MBA

Frances L. Edwards
Clemson University

Australia ● Brazil ● Canada ● Mexico ● Singapore ● United Kingdom ● United States

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Last three editions, as applicable: © 2018, © 2015, © 2012

Copyright © 2023 Cengage Learning, Inc. ALL RIGHTS RESERVED.

No part of this work covered by the copyright herein may be  
reproduced or distributed in any form or by any means, except  
as permitted by U.S. copyright law, without the prior written  
permission of the copyright owner.

Unless otherwise noted, all content is Copyright © Cengage  
Learning, Inc.

The names of all products mentioned herein are used for identification 
purposes only and may be trademarks or registered trademarks of 
their respective owners. Cengage Learning disclaims any affiliation, 
association, connection with, sponsorship, or endorsement by such 
owners.

Library of Congress Control Number: 2021913573

ISBN: 978-0-3574-5172-4

Cengage 
200 Pier 4 Boulevard 
Boston, MA 02210 
USA

Cengage is a leading provider of customized learning solutions with 
employees residing in nearly 40 different countries and sales in more 
than 125 countries around the world. Find your local representative at 
www.cengage.com.

To learn more about Cengage platforms and services, register or 
access your online learning solution, or purchase materials for your 
course, visit www.cengage.com.

The Legal Environment of Business,  
Fourteenth Edition
Roger E. Meiners
Al. H. Ringleb
Frances L. Edwards

SVP, Higher Education Product Management:  
Erin Joyner

VP, Product Management, Learning  
Experiences: Thais Alencar

Product Director: Joe Sabatino

Product Manager: Abbie Schultheis

Product Assistant: Nick Perez

Learning Designer: Elizabeth Berry

Senior Content Manager: Meaghan Tomaso

Digital Delivery Quality Partner:  
Mark Hopkinson

VP, Product Marketing: Jason Sakos

Director, Product Marketing: Danaë April

Portfolio Marketing Manager:  
Anthony Winslow

IP Analyst: Ashley Maynard

IP Project Manager: Kumaresan Chandrakumar, 
Integra Software Services

Production Service: MPS Limited

Designer: Erin Griffin

Cover Image Source: hallojulie/Shutterstock 
.comGilmanshin/Shutterstock.com

Interior image Source:  
Issue Spotter: paffy/Shutterstock.com 
Pulling It Together: Mehaniq/Shutterstock.com 
Lighter Side of the Law: BrAt82/Shutterstock 
.com 
Chapter opener/columns: Christina  
Krivonos/Shutterstock.com 
Chapter opener/buildings: eskystudio/ 
Shutterstock.com

For product information and technology assistance, contact us at 
Cengage Customer & Sales Support, 1-800-354-9706  

or support.cengage.com.

For permission to use material from this text or product, submit all 
requests online at www.copyright.com.

Printed in the United States of America 
Print Number: 01    Print Year: 2021

Notice to the Reader
Publisher does not warrant or guarantee any of the products described herein or perform any independent analysis in 
connection with any of the product information contained herein. Publisher does not assume, and expressly disclaims, 
any obligation to obtain and include information other than that provided to it by the manufacturer. The reader is  
expressly warned to consider and adopt all safety precautions that might be indicated by the activities described  
herein and to avoid all potential hazards. By following the instructions contained herein, the reader willingly assumes 
all risks in connection with such instructions. The publisher makes no representations or warranties of any kind,  
including but not limited to, the warranties of fitness for particular purpose or merchantability, nor are any such  
representations implied with respect to the material set forth herein, and the publisher takes no responsibility with 
respect to such material. The publisher shall not be liable for any special, consequential, or exemplary damages  
resulting, in whole or part, from the readers’ use of, or reliance upon, this material.

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

WCN: 02-300



Dedicated to Callie, Billy, Joe, and Molly.
The ones who matter most.

Roger Meiners

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



 v

Preface  xix

Chapter 1	 Today’s Business Environment: Law and Ethics	 1

Chapter 2	 The Court Systems	 20

Chapter 3	 Trials and Resolving Disputes	 41

Chapter 4	 The Constitution: Focus on Application to Business	 66

Chapter 5	 Criminal Law and Business	 88

Chapter 6	 Elements of Torts	 111

Chapter 7	 Business Torts and Product Liability	 133

Chapter 8	 Real and Personal Property	 154

Chapter 9	 Intellectual Property	 178

Chapter 10	 Contracts	 199

Chapter 11	 Domestic and International Sales	 230

Chapter 12	 Business Organizations	 259

Chapter 13	 Negotiable Instruments, Credit, and Bankruptcy	 284

Chapter 14	 Agency and the Employment Relationship	 312

Chapter 15	 Employment and Labor Regulations	 336

Chapter 16	 Employment Discrimination	 365

Chapter 17	 The Regulatory Process	 391

Chapter 18	 Securities Regulation	 411

Chapter 19	 Consumer Protection	 435

Chapter 20	 Antitrust Law	 462

Brief Contents

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Chapter 21	 Environmental Law	 484

Chapter 22	 The International Legal Environment of Business	 509

Appendix A	 Online Legal Research	 534

Appendix B	 Case Analysis and Legal Sources	 536

Appendix C	 The Constitution of the United States of America	 543

Appendix D	 The Uniform Commercial Code (Excerpts)	 556

Appendix E	 National Labor Relations Act (Excerpts)	 574

Appendix F	 Title VII of Civil Rights Act of 1964 (Excerpts)	 579

Appendix G	 Americans with Disabilities Act (Excerpts)	 582

Appendix H	 The Antitrust Statutes (Excerpts)	 585

Appendix I	 Securities Statutes (Excerpts)	 589

Glossary			   593

Index			   626

vi	 Brief Contents

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Contents

 vii

Preface  xix

Chapter 1

Today’s Business Environment: Law and Ethics	 1
Law and the Key Functions of the Legal System  2
Sources of Law in the United States  4

Davis v. Baugh Industrial Contractors  9 
Classifications of Law  10
Business Ethics and Social Responsibility  13

Issue Spotter: OK to Grease Palms?  14
Issue Spotter: Effective Ethics Codes  15
Lamson v. Crater Lake Motors  16

Chapter 2

The Court Systems	 20
The Court Systems  21

Martin v. Smith  22
The Federal Courts  23
The State Courts  26
Jurisdiction  28

Schoenbeck v. Masterlink Concrete Pumping, LLC  31 
Relations between the Court Systems  32

Issue Spotter: Can Your Firm Be Reached?  33
Erie Railroad Co. v. Tompkins  35

Venue  37

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



viii	 Contents

Chapter 3

Trials and Resolving Disputes	 41
Basic Trial Procedures  42

McGill v. BP Exploration & Prod.  48 
Clark v. Enchanted Hills Community Ass’n.  54 

Alternate Dispute Resolution  57
Issue Spotter: Are There Limits on the Terms of Arbitration?  59
Epic Systems Corp. v. Lewis  60

Chapter 4

The Constitution: Focus on Application to Business	 66
The Commerce Clause  67

Katzenbach v. McClung  68
Hughes v. Oklahoma  71

The Taxing Power  72
ISSUE SPOTTER: Unconstitutional Business Activity?  74

Business and Free Speech  74
Consolidated Edison Company v. Public Service Commission of New York  75
Central Hudson Gas and Electric Corporation v. Public Service Commission of  
New York  76

Other Key Parts of the Bill of Rights  78
Horne v. Department of Agriculture  81

Fourteenth Amendment  83
Adam and Eve Jonesboro, LLC v. Perrin  85

Chapter 5

Criminal Law and Business	 88
Crime  89
Crime Categories  89
Crimes and Elements of Crime  90

Elonis v. United States  91
Defenses  93
Prosecution Process  93
White-Collar Crime  96

United States v. Aboshady  98
Issue Spotter: Internal Fraud  100
Bridge v. Phoenix Bond & Indemnity Co.  101

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



	 Contents	 ix

Sentencing Guidelines and Compliance  105
United States v. George  106

Pulling It Together  110

Chapter 6

Elements of Torts	 111
Torts and the Legal System  112
Negligence-Based Torts  112

Squish La Fish v. Thomco Specialty Products  114
Palsgraf v. Long Island Railroad Company  115
ISSUE SPOTTER: Effective Liability Releases  118
Schuemann v. Menard, Inc.  119 

Intentional Torts against Persons  120
Fuerschbach v. Southwest Airlines  121
ISSUE SPOTTER: Dealing with Drunks  123
Harder v. Edwards  124
Lawler v. Montblanc North America, LLC  125
ISSUE SPOTTER: Dealing with Older Adults and Their Heirs  126
Brown v. Showtime Networks, Inc.  127
ISSUE SPOTTER: Say Good Things about a Good Employee?  129
Schwarz v. St. Jude Medical, Inc.  129

Chapter 7

Business Torts and Product Liability	 133
Tort Law and Business  134

Siavage v. Gandy  135
Techno Lite, Inc. v. Emcod, LLC  137
ISSUE SPOTTER: Hiring Employees from Competitors  138

Product Liability  138
MacPherson v. Buick Motor Company  139
ISSUE SPOTTER: Understanding Product Problems  141
Greenman v. Yuba Power Products  142
Parish v. Icon  145
Shih v. Starbucks Corp.  147
ISSUE SPOTTER: Cheaper Can Be More Expensive  149

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



x	 Contents

Chapter 8

Real and Personal Property	 154
Real Property  155

Four B Properties, LLC v. Nature Conservancy  159
Nielsen v. Gold’s Gym  164

Public Control of Real Property  164
Issue Spotter: Would Tighter Leases Help?  165
RDNT, LLC v. City of Bloomington  166 

Torts against Property  167
Smith v. Kulig  168
San Diego Gas & Electric Co. v. San Diego Regional Water Quality Control Bd.  169
Issue Spotter: Protecting Company Property  171

Torts against Property Owners  171
Issue Spotter: Duties to Older Customers  172
Reyes v. Brookshire Grocery Co.  172
Davis v. Hollins  174
Issue Spotter: Protecting Customers’ Kids  175

Chapter 9

Intellectual Property	 178
Trademarks  179

ISSUE SPOTTER: Establishing Your Name  179
RDX Media, LLC v. IP Application Dev. LLC  181
Luxottica Grp., S.P.A. v. Airport Mini Mall, LLC  184
ISSUE SPOTTER: Knock Off the Knock-Offs?  186

Copyright  186
ISSUE SPOTTER: Fair Sharing of Educational Information?  188
Katz v. Google Inc.  189 

Patents  190
Bowman v. Monsanto Co.  191

Trade Secrets  192
Walmart Inc. v. Cuker Interactive, LLC  193
United States v. Jin  195
ISSUE SPOTTER: Protecting Valuable Information  196

Chapter 10

Contracts 	 199
Contract Law  200
Elements of a Contract  200

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



	 Contents	 xi

Lee v. Chmielewski  204
Caley v. Gulfstream Aerospace Corp  207
Universal Truckload, Inc. v. Dalton Logistics, Inc.  208
Crowley v. Empire Fire & Marine Ins. Co.  211
Radon Constr., LLC v. Land Endeavor 0-2, Inc.  213
ISSUE SPOTTER: Liars’ Contest?  214
Deschamps v. Treasure State Trailer Court, Ltd.  215 

Performance, Discharge, and Breach of Contracts  216
ISSUE SPOTTER: Do You Have to Eat the Loss?  220

Remedies  220
Derosier v. Utility Systems of America, Inc.  221
Jones v. Four Corners Rod & Gun Club  225

Pulling It Together  229

Chapter 11

Domestic and International Sales	 230
Introduction to the UCC  231

Venable v. SunTrust Bank  233
Erie Ins. Co. v. Amazon.Com, Inc.  234

Forming a Sales Contract  235
Crest Ridge Construction v. New court  236
Griffith v. Clear Lakes Trout  239
Issue Spotter: Gouge the Wholesaler  241

Performance and Obligations  241
Villalobos v. Atlanta Motorsports Sales, LLC  243 

Sales Warranties  243
Issue Spotter: How Much Advice Should Retailers Give?  245
Lee v. R & K Marine  246 

Remedies and Damages  247
QVC, Inc. v. MJC America, Ltd.  249 

International Sales  250
Issue Spotter: What Law Applies, and Where, to Your Contract?  252
VLM Food Trading International, Inc. v. Illinois Trading Company  253

Chapter 12

Business Organizations	 259
Sole Proprietorships  260
Partnerships  260

Norris v. Besel  261 

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



xii	 Contents

Limited Partnership  263
Eagles Landing Development, L.L.C. v. Eagles Landing Apartments, L.P.  264
ISSUE SPOTTER: Sisterly Love?  265

Corporations  265
Advantage Mktg. Grp. v. Keane  269 

Limited Liability Companies  271
In re 1545 Ocean Avenue, LLC  272

Key Organizational Features  273
State Ex Rel. Yost v. Leonard  275
ISSUE SPOTTER: Keeping Things in Order  276

Franchises  277
ISSUE SPOTTER: The Road to Riches?  278
Dunkin’ Donuts Franchised Restaurants LLC v. Sandip, Inc.  280

Chapter 13

Negotiable Instruments, Credit, and Bankruptcy	 284
Negotiable Instruments  285

Whitaker v. Wedbush Securities, Inc.  287
Credit  290
Credit with Security  292

ISSUE SPOTTER: Helping a Dream?  293
General Electric Business Financial Services v. Silverman  294
Fordyce Bank and Trust v. Bean Timberland  297
ISSUE SPOTTER: Lean on a Lien?  299
CIT Bank, N.A. v. Heirs  300

Bankruptcy  301
Tetzlaff v. Educational Credit Management Corp.  303 

ISSUE SPOTTER: Credit for the Bankrupt?  304
In the Matter of Kmart Corporation  306

Pulling It Together  310

Chapter 14

Agency and the Employment Relationship	 312
Agency Relationships  313

Cove Management v. AFLAC, Inc.  316
Lang v. Lions Club of Cudahy Wisconsin, Inc.   319
Beef Belt, LLC v. Campbell Burgess  321

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



	 Contents	 xiii

The Essential Employment Relationship  322
France v. Southern Equipment Co.  323
Guz v. Bechtel National  326
Issue Spotter: Can You Be Too Encouraging to Employees?  329

Tort Liability for Employers and Principals  330
Issue Spotter: Use of Company Cars  331
Anderson v. Mandalay Corporation  332

Chapter 15

Employment and Labor Regulations	 336
Public Policy Limits to At-Will Employment  337

Marshall v. Montaplast of North America, Inc.  337
Zambelli Fireworks Manufacturing Co. v. Wood  339

Substance Abuse  340
Issue Spotter: What Stance Should Be Taken toward Drinking  
and the Office?  341
Issue Spotter: How Does an Employer Handle an Employee  
Who Flunks a Drug Test?  342

Worker Health and Safety  342
Manua’s Inc. v. Scalia  343 

Workers’ Compensation  345
Issue Spotter: Reducing Risks and Improving Looks  346
Long v. Superior Senior Care, Inc.  347 

Family and Medical Leave  348
O’Rourke v. Tiffany & Co.  349 

General Regulation of Labor Markets  350
Issue Spotter: Adapting to Modern Ways of Working  351
Issue Spotter: Hiring Documentation and Discrimination  353

Major Labor Relations Acts  353
The National Labor Relations Board  355
Unionization  356

Dolgencorp, LLC v. NLRB  358
Issue Spotter: Moves to Help Keep Unions Out  359

Collective Bargaining  360

Chapter 16

Employment Discrimination	 365
Origins of Discrimination Law  366

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



xiv	 Contents

Title VII of the 1964 Civil Rights Act  366
Bostock v. Clayton County  368
Harris v. Forklift Systems  370

Bringing a Discrimination Charge  372
Burlington Industries v. Ellerth  375
Issue Spotter: Effective Sexual Harassment Policy  376
Chaidez v. Ford Motor Co.  377 
Issue Spotter: Inadvertent Discrimination?  379

Affirmative Action  381
Disability Discrimination  382

Keith v. County of Oakland  384
Issue Spotter: Accommodating Disabilities  386

Pulling It Together  390

Chapter 17

The Regulatory Process	 391
Administrative Agencies  392
Administrative Law  393

Taylor v. Huerta  394
Chevron U.S.A., Inc. v. Natural Resources Defense Council, Inc.  396

Enforcing Rules  397
Black Beauty Coal Company v. Federal Mine Safety and Health Review Commission  399
ISSUE SPOTTER: Contest a Regulatory Order?  401

Judicial Review  401
Summers v. Earth Island Institute  403
N.M. Farm & Livestock Bureau v. United States Department of Interior  405

Controls on Agencies  406

Chapter 18

Securities Regulation	 411
The Elements of Securities  412
What Is a Security?  413
Offering Securities to Investors  414

Latta v. Rainey  415
Issue Spotter: What Are You Selling?  417
Issue Spotter: Can New Start-Up Firms Issue Securities?  419

Regulation of Securities Trading  419

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



	 Contents	 xv

Securities Fraud  421
Smallen v. Western Union Co.  423 

Insider Trading  425
United States v. Kosinski  426
Issue Spotter: Can You Exploit the Gossip?  427

The Investment Company Act  428
The Investment Advisers Act  429

ACAP Financial, Inc. v. United States Securities and Exchange Commission  430 
Stock Market Regulation  431

Chapter 19

Consumer Protection	 435
The FDA: Food and Drug Regulation  436

Merck Sharp & Dohme Corp. v. Albrecht  439
ISSUE SPOTTER: How Much Can You Hype Health Supplements?  440

The FTC and Consumer Protection  441
FTC v. Consumer Defense, LLC  442
POM Wonderful, LLC v. Federal Trade Commission  445
ISSUE SPOTTER: How Aggressive Can You Be in Advertising?  447
KS Trade LLC v. International Gemological Inst., Inc.  449 

Consumer Credit Protection  449
ISSUE SPOTTER: Dealing with Customer Records  456
Chuway v. National Action Financial Service  457 
ISSUE SPOTTER: How Should You Handle Unpaid Accounts?  458

Chapter 20

Antitrust Law	 462
Antitrust Statutes  463

United States v. Joyce  466 
Monopolization  467
Horizontal Restraints of Trade  469

Todd v. Exxon Corporation  471
Issue Spotter: Share and Share Alike  473

Vertical Restraint of Trade  473
Leegin Creative Leather Products v. PSKS  475 

The Robinson-Patman Act  478
Issue Spotter: Who Do You Sell What to, and for How Much?  479
Spartan Concrete Products, LLC v. Argos USVI, Corp.  479

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



xvi	 Contents

Chapter 21

Environmental Law	 484
Environmental Regulation  485
Pollution and the Common Law  485

Whalen v. Union Bag and Paper  486 
Clean Air Act  487

Sierra Club v. EPA  491 
Clean Water Act  492

Decker v. Northwest Environmental Defense Center  494
Issue Spotter: Does Obeying EPA Regulations Eliminate Litigation?  495
Lost Tree Village Corporation v. United States  496

Land Pollution  497
Species Protection  501

Sierra Club v. United States DOI  503
Global Environmental Issues  504

Issue Spotter: Picking a Sweet Spot  504
Massachusetts v. Environmental Protection Agency  505

Chapter 22

The International Legal Environment of Business	 509
International Law and Business  510
U.S. Import Policy  512

Rubies Costume Co. v. United States  513
Issue Spotter: Starting an Import Business  515
Issue Spotter: Making the Deal Stick  516

Business Structures in Foreign Markets  518
Foreign Corrupt Practices Act  519

United States v. Chi Ping Patrick Ho  521
International Contracts  522

Issue Spotter: Where to Produce?  528 
International Dispute Resolution  528

OBB Personenverkehr AG v. Sachs  529

Pulling it Together  533

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



	 Contents	 xvii

Appendix A	 Online Legal Research	 534

Appendix B	 Case Analysis and Legal Sources	 536

Appendix C	 The Constitution of the United States of America	 543

Appendix D	 The Uniform Commercial Code (Excerpts)	 556

Appendix E	 National Labor Relations Act (Excerpts)	 574

Appendix F	 Title VII of Civil Rights Act of 1964 (Excerpts)	 579

Appendix G	 Americans with Disabilities Act (Excerpts)	 582

Appendix H	 The Antitrust Statutes (Excerpts)	 585

Appendix I	 Securities Statutes (Excerpts)	 589

Glossary			   593

Index			   626

Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Copyright 2023 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



 xix

Preface

This textbook presents the legal environment as relevant to professionals who are not lawyers. 
Only a few students who take this course will become lawyers, although some students will take 
additional classes that cover specific legal areas. This course provides the opportunity for people 
with various interests to learn key points of the law from the standpoint of a working professional.

Over the years, we have received excellent feedback from faculty who have used the 13 previ-
ous editions of this book and have pointed out shortcomings and strong points and given good 
advice for improvements. We have taken these comments into account in preparing this edition 
to make the book even more helpful and practical as we study the complex legal environment 
that business professionals face.

Our reviewers agree that this text focuses on practical aspects of the law. As we update the 
text, we try to keep to a minimum the legal minutia, such as uncommon exceptions or rules 
peculiar to only a few states. We focus on primary rules and issues that arise most often. We use 
business situations and examples to highlight legal principles in practice. In selecting cases that 
appear in the text, the focus is on practical situations in business that students can best relate 
to and are realistic in a business career. The holdings are straightforward applications of the law 
to the facts. However, some major cases are included so students can get a sense of how courts 
announce major rules and the evolution of law can be discussed.

Essential Organization
In the legal environment of business course, there is the problem of many possible topics to cover 
but not enough time. There is agreement that the key elements of the legal system must be cov-
ered. This is done in Chapters 1–5. Chapters 6–13 focus on the major areas of the common law 
that apply to business and some statutory law oriented at business functions. Chapters 14–16 
address a part of the business environment that applies to everyone, the ever-growing area of 
employment law, ranging from traditional agency to discrimination and social media issues. 
Chapters 17–22 cover the major regulatory laws that managers of a variety of firms may face and 
finishes with key points of international business law.

New to This Edition
The new edition is about five percent shorter than the previous edition. This encourages more 
students to finish assigned reading by focusing on the most important matters and striking 
material not as critical to understanding the legal environment. As more students read the text 
online, we take into consideration the differences in how information is absorbed online com-
pared to traditional print reading.

More dated text material has been deleted and more information on issues that arise more 
commonly now, such as mass torts, money laundering, and cryptocurrencies, has been added.
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xx	 Preface

Many new cases freshen the 14th edition. As before, many cases arise from normal business 
operations that students can relate to. For example:

●● Chapter 6 (Torts), Schuemann v. Menard concerns a customer who injures his back at a store 
trying to load a heavy box into his pickup.

●● Chapter 6 (Torts), Schwarz v. St. Jude Medical concerns a dismissed employee who claims 
defamation when negative information about her job performance is shared within the 
employing organization.

●● Chapter 10 (Contracts), Jones v. Four Corners Rod & Gun concerns an employee paid less 
than minimum wage because he was provided free housing.

●● Chapter 12 (Business Organization), Norris v. Besel concerns a spouse being sued as a part-
ner in her spouse’s business because she provided assistance on posting company matters on 
the Internet.

●● Chapter 15 (Employment), Marshall v. Montaplast of North America concerns an employee 
dismissed for revealing to other employees true information about a supervisor being a con-
victed sex offender.

●● Chapter 19 (Consumer Protection), KS Trade v. International Gemological Institute concerns 
a small diamond trading company suing the IGI for deceptive business practices by falsely 
rating diamonds higher than is justified so as to promote higher retail prices.

�Some cases are at a “higher” level of business operations but present new guidance to manag-
ers. For example:

●● Chapter 8 (Property), Four B Properties v. Nature Conservancy shows how courts apply tradi-
tional rules enforcing easements in cases of conservation easements.

●● Chapter 11 (UCC), Erie Insurance v. Amazon concerns a defective product bought from 
Amazon that caused a house fire. The court explains why Amazon’s arrangement with sellers 
under the UCC shields the company from liability.

●● Chapter 16 (Employment Discrimination), Bostock v. Clayton County, where the Supreme 
Court simplified the definition of sex discrimination to include discrimination arising from 
homosexuality or transgender status.

●● Chapter 19 (Consumer Protection), FTC v. Consumer Defense, where the court explains why 
scam operators can be enjoined relatively quickly, under a lower standard of evidence and 
simpler proceedings than would be required otherwise.

●● Chapter 22 (International Business), U.S. v. Chi Ping Patrick Ho illustrates how the Foreign 
Corrupt Practices Act can be applied to citizens of other countries who pay bribes to foreign 
officials.

Supplementary and Support Materials
Cengage Infuse
Cengage Infuse for The Legal Environment of Business is the first-of-its-kind digital learning 
solution that uses your Learning Management System (LMS) functionality so you can enjoy 
simple course set-up and intuitive management tools. Offering just the right amount of auto-
graded content, you’ll be ready to go online at the drop of a hat. 

Seriously Simple Course Setup
Get up and running quickly and easily. Search content organized by chapter and infuse publish-
er-provided readings and assessments straight into your course in just a few clicks.
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Leverages the Functionality of Your LMS 
No need to learn a new technology; utilize the familiar functionality your LMS* provides, 
enabling you to use content as-is from day one. 

Just the Right Amount of Auto-graded Content
Let us take care of the basics so you can focus on teaching. Infuse textbook chapter readings, 
comprehension checks or end-of-chapter quizzes personalized to your text of choice. 

Suport at Every Step
Access  award-winning support 24/7, or take advantage of on-demand resources including user 
guides and more.

Instructor Resources
Additional instructor resources for this product are available online. Instructor assets include 
an Instructor’s Manual, Educator’s Guide, PowerPoint® slides, and a test bank powered by 
Cognero®. Sign up or sign in at www.cengage.com to search for and access this product and its 
online resources. for the MindTap lives here so the instructor can see what assets each chapter 
contains.

Case Collection
Now, within MindTap, instructors can search Case Collection—a library of cases from previous 
editions of different Cengage textbooks—by relevant criteria and then incorporate those cases in 
the Learning Path for students.

This exciting repository allows instructors to personalize their course and truly engage stu-
dents, helping them to reach higher levels of critical thinking.

●● Easily search by topic, and then refine the search by subtopic, to find case examples of a 
specific legal concept.

●● Search by court or state to bring a local flavor or interest to the classroom.
●● Enjoy over 1,200 cases at your fingertips. All new edition omitted cases will be added every 

year, allowing the archive to continually grow.

Mix and match cases from all textbooks, whether you are currently using it in class or not. 
This allows you to provide longer cases with more information from other resources, which is 
especially helpful if your text didn’t show the court’s decision.

Key Features
Edited Cases
A primary way to learn law is to read real cases that the courts had to resolve. Each major case 
presented in the text has the background facts and legal proceedings summarized by the authors 
under the heading Case Background. Then the court’s holding, legal reasoning, and explana-
tion of the law as it applies to the facts at hand are presented from the published opinion in the 
words of the judge in the Case Decision. Since most decisions are long, we present only the key 
portions of the holding. When there is a long deletion of material from a holding, you see aster-
isks (***). When there is a deletion of a smaller part of a decision there are ellipses (…). Finally, 
a Question for Analysis is offered for the reader to consider or for class discussion. (Answers are 
provided in the Instructor’s Manual.)
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Issue Spotter
More than 50 Issue Spotter features are scattered throughout the text. Each briefly presents a 
business situation that requires application of legal elements just covered in the text. These chal-
lenges are a way for students to self-test their retention and ability to reason as they apply newly 
learned principles to practice. They also remind readers that the material learned in this course 
is practical to everyday issues in business. (Discussion points to these features are provided in 
the Instructor’s Manual.)

Lighter Side of the Law
These highlights add a light touch to the topic at hand by discussing an unusual legal situation. 
While law and business are serious, odd things happen that remind us that trouble can come 
from unexpected places, that the results of the legal process can be surprising, that scoundrels 
are among us, and that truth can be stranger than fiction.

Summary
The text of each chapter is summarized in bullet format that provides a quick review of the 
major points of law and rules covered and serves as a self-test of points that will be covered in 
examinations.

Terms to Know
After the Summary, there is a list of key terms from the chapter. The reader should know what 
the terms mean because they are an important part of the vocabulary and substance of the con-
cepts covered in the chapter. Besides being explained in the chapter, each term is also defined in 
the Glossary in the back of the book.

Discussion Question
Every chapter has a question for general discussion that picks up on major ideas from the chap-
ter. The purpose is to make sure the student understands the concepts of the chapter well enough 
to be able to discuss a topic that was covered and should be expanded upon.

Case Questions
Most problems are solved out of court, but some end up in court where judges decide the reso-
lution based on legal principles. Real case problems are summarized in each case question. Using 
the knowledge from the chapter, and perhaps some instinct about how a court is likely to resolve 
a dispute, try to decide which party to a dispute is likely to prevail and why.

Ethics and Social Question
Each chapter ends with an ethics question that poses a problem related to the legal area covered 
in the chapter. Remember that ethical issues are different than legal issues, so we go beyond legal 
reasoning in considering the problem.

Pulling It Together
At intervals throughout the text, case questions are posed that bring together more than one 
legal issue covered in more than one chapter. Many situations involve more than one legal issue, 
so the cases here serve as a refresher to go back to earlier chapters and pull in the concepts and 
legal principles covered in these chapters.
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Glossary
At the back of the book is a list of about a thousand key terms covered in the text. While they 
are covered in the text when they first appeared in substantive use, the terms are defined here 
too to help give a clear understanding of a legal concept that has a specific application in law.

Appendices
Appendix A, Online Legal Research, gives readers a guide to legal research sources. It reviews 
premier sites that provide many resources including cases. Increasingly, students have access to 
Lexis or West-Law, which greatly simplifies search assignments. Appendix B covers Case Analysis 
and Legal Sources. It explains the structure of court opinions and how they are often briefed by 
law students and lawyers to give a short summary of a complex matter. The case reporter system 
and other major legal resources are also reviewed. Appendix C is the full text of the United States 
Constitution. Appendices that follow give key portions of major statutes, including the National 
Labor Relations Act, Title VII of the Civil Right Act of 1964, the Americans with Disabilities 
Act, the Antitrust Statutes, and Securities Statutes.
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 1

Today’s Business Environment:  
Law and Ethics

Chapter 1

J
ob recruiters may puff up the qualities of a position. A job billed as “character-building” may be  
one of unending stress. One claiming to have a “teamwork environment” may just mean people  
jammed in cubicles. One person reported that, when being recruited, she was shown a  
nice office and met a supervisor she liked. When she started work two weeks later, she was 

stuck in a tiny back room, the supervisor was replaced by someone less agreeable, and worst of all, 
the assignments she was given were not of the quality discussed.

Suppose that happens to you. Can you sue the recruiter who brought you to the employer? Can you 
sue the company that hired you? Do you have the right to demand a better office? What is your legal 
status? We will explore some of these legal issues.

In the situation just posed, the new employee probably has little choice but to take the job as is or 
leave. The employer is unlikely to have violated any legal obligation. What about the ethical obligation 
to be honest with potential employees? Overstating the quality of a position may be unethical but not 
a violation of the law. 

Business is complex. Ethical, legal, social, political, and international issues can impact company 
operations. As Exhibit 1.1 indicates, whether your field is human resources, sales, banking, advertis-
ing, or software development, you must be familiar with a wide range of subjects to have the skills 
needed to be aware of possible problems and opportunities that someone with a limited view may 
miss. The topics covered in this book help to fit one large piece into the complicated puzzle called the 
business world.

The study of the legal environment of business begins with an overview of the nature of law 
and the legal system. Composed of law that comes from different sources, the legal environment 
is influenced by the needs and demands of the business community, consumers, and government. 
This chapter helps us understand the functions of law in society, the sources of U.S. law, and the 
classifications of law. It then considers some major ethical issues that play a role in the business 
environment.
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	 1-1	 Law and the Key Functions of the Legal System
There is no best definition of law. It refers to the rules, standards, and principles that define the 
behavioral boundaries for people and business activities. Law can be thought of in abstract terms. 
According to Justinian’s Institutes, a summary of Roman law published in 533 in Constantinople, 
“The commandments of the law are these: live honorably; harm nobody; give everyone his due.”

A bit more specific, a century ago Oliver Wendell Holmes, a Supreme Court justice, offered 
the following definition: 

Law is a statement of the circumstances, in which the public force is brought to bear . . . through 
the courts.

In his 1934 book, Growth of Law, the famed jurist Benjamin N. Cardozo defined law this way:

A principle or rule of conduct so established as to justify a prediction with reasonable certainty that 
it will be enforced by the courts if its authority is challenged.

Also consider these two modern definitions from Black’s Law Dictionary, the authoritative 
legal dictionary:

1.	 Law, in its generic sense, is a body of rules of action or conduct prescribed by [the] controlling 
authority and having binding legal force.

2.	 That which must be obeyed and followed by [members of a society] subject to sanctions or legal 
consequences is a law.

In sum, law may be viewed as a collection of rules or principles intended to limit and direct 
human behavior. Enforcement of the rules provides greater predictability and uniformity to  
the boundaries of acceptable conduct in a society. Nations have both formal rules, that are  

Exhibit 1.1 	 Overview of a Business’s Legal Environment
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commonly called laws, and informal rules that come from history, customs, commercial prac-
tices, and ethics.

Law and the legal system serve several key roles in society. The most important functions 
include: (1) influencing the behavior of the members of a society, (2) resolving disputes within 
society, (3) maintaining important social values, and (4) providing a method for assisting  
social change. 

	 1-1a	 Improving Social Stability by Influencing Behavior
The legal system helps to define acceptable social behavior. The law limits activities that damage 
the public interest. It restricts business practices held to be outside the ethical and social norms 
of a society. The law also requires business practices that further social or political goals.

The laws in different jurisdictions reflect social norms. The business of raising and selling 
marijuana in Amsterdam (Holland) has long been legal because the government decided that 
legalizing marijuana would reduce crime in the drug trade and make it less likely that people 
would use more harmful drugs. In the United States, growing and selling marijuana is illegal 
under federal law and can be punished by long prison terms. Several states have legalized mari-
juana production and use, in conflict with federal law.

Similarly, the production and sale of alcoholic beverages to adults is legal in most of the 
country although it was illegal nationwide from 1919 to 1933. In Saudi Arabia, people have 
been executed for being involved in the alcohol business, as alcohol violates Sharia law. Some 
countries have few restrictions on its sale, even to minors. This illustrates how the law reflects 
different social norms.

	 1-1b	 Conflict Resolution
A critical function of the law is dispute resolution. Disagreements are inevitable. Karl Llewellyn, 
a famous legal theorist, stated the following:

What, then, is this law business about? It is about the fact that our society is honeycombed with 
disputes. Disputes actual and potential, disputes to be settled and disputes to be prevented; both 
appealing to law, both making up the business of law. . . . This doing of something about disputes, 
this doing of it reasonably, is the business of law.

Though most disputes are settled informally, a formal mechanism for dispute resolution is 
the court system that invokes rules of law. It is used for private disputes between members of 
society and for public disputes between individuals and the government. Our court system is 
intended to provide a fair mechanism for resolving these disputes. As we will see in Chapter 3, 
businesses are increasingly turning to formal private settlement techniques by alternate dispute 
resolution outside of the courts, often because the courts are expensive and slow.

	 1-1c	 Social Stability and Change
Every society is shaped by its values and customs. Law plays a role in maintaining the social 
environment. Integrity is reflected in the enforceability of contracts, respect for other people and 
their property is reflected in tort and property law, and some measures of acceptable behavior 
are reflected in criminal laws.

Over time, social attitudes change. Not many years ago, same-sex partners could be subject 
to criminal prosecution for a personal, voluntary relationship. Now, traditional marriage is avail-
able for same-sex partners, a change that seemed impossible a couple decades ago.

The legal system provides a way to bring about changes in “acceptable” behavior. For exam-
ple, in the past, some states required businesses to discriminate against Black employees and cus-
tomers. After a long struggle, those laws gradually disappeared. Grossly discriminatory behavior 
that was the social and legal norm is no longer acceptable. Next, we turn to the sources of law 
and how law is created.
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	 1-2	 Sources of Law in the United States
The U.S. Constitution and state constitutions created three branches of government— 
each of which has the ability to make law. Congress—the legislative branch of government—
passes statutes. The executive branch—the president and administrative agencies—issues 
regulations under those statutes. The courts also create legal precedents through their  
decisions and by ruling on the constitutionality of actions of Congress or the executive 
branch.

	 1-2a	 Constitutions
A constitution is the fundamental law of a nation. It establishes and limits the powers of gov-
ernment. Other laws are created through a constitution. The U.S. Constitution (see Appendix C) 
allocates the powers of government between the states and the federal government. Powers not 
granted to the federal government are retained by states or are left to the people. A constitution 
need not be a written document—the United Kingdom’s is not. In some countries, the consti-
tution is just for show. A document that looks much like the U.S. Constitution may exist but 
means little in practice under a dictatorship.

The U.S. Constitution
The U.S. Constitution is the oldest written constitution in force in the world. Although it 
contains some clear rules, such as the president must be at least age 35, it also has many general 
principles. It sets forth the organizational framework, powers, and limits of the federal govern-
ment. Specifically, the Constitution creates the legislative, executive, and judicial branches as the 
primary framework of the U.S. government.

This division of governmental power is referred to as the separation of powers. It arose out 
of the founders’ fear that too much power concentrated in one governmental branch would 
produce tyranny. The separation of powers means each branch of government has functions to 
perform that can be checked by the other branches. The government structure that has devel-
oped is illustrated in Exhibit 1.2.

As the highest legal authority, the U.S. Constitution overrides any state or federal laws that 
go beyond what the Constitution permits, as in Article VI:

This Constitution, and the Laws of the United States which shall be made in Pursuance thereof; 
and all Treaties made, or which shall be made, under the Authority of the United States, shall be 
the supreme Law of the Land; and the Judges in every State shall be bound thereby, any Thing in 
the Constitution or Laws of any State to the Contrary notwithstanding.

State Constitutions
The powers and structures of state governments are also based on written constitutions. Like 
the federal government, state governments are divided into legislative, judicial, and executive 
branches. Their constitutions specify how state officials are chosen and removed, how laws are 
passed, how the court systems run, and, in general terms, how finances and revenues are paid 
and collected.

On matters of state law, each state’s constitution is the highest form of law for that state 
although the federal Constitution can override the state constitutions. Some state constitutions, 
unlike the U.S. Constitution, are long and detailed because amending state constitutions is 
often easier than changing the U.S. Constitution.

	 1-2b	 Legislatures and Statutes
Congress and state legislatures are the sources of statutory law. Statutes created by legislation 
make up much of the law that affects business behavior. For example, Congress enacted the 
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