
Preface

The law governing business associations is voluminous and expanding. Over the
past several decades, new business associations (limited liability companies and
limited liability partnerships) have been developed and have gained widespread
acceptance in the business world. The law relating to corporations underwent a
dramatic reconsideration during the hostile takeover era of the 1980s, and the
repercussions of those changes continue to be worked out by courts, legislatures,
and regulators. Modern business developments—particularly, the globalization
of the economy and the increasing importance of joint ventures, venture capital,
franchising, and cross-border governance structures— inevitably impose stress
on legal rules designed to address the problems of a different time. Finally, there
has been an explosion in agency law, as fundamental principles of the common
law are adapted to the modern regulatory state.

Despite the complexity surrounding business associations, we believe that
(with limited exceptions) the legal principles central to the law of business
associations are actually quite straightforward. Most issues in this course arise
simply because one person has acted on behalf of another person. Whenever
this occurs, there is a risk that the actor will not behave in accordance with the
other person’s wishes. Hence the adage, ‘‘If you want something done right you
have to do it yourself.’’ But doing everything by oneself is an onerous burden on
all but the smallest of small business operators. In the business world, therefore,
people attempt to structure their relationships in way that minimizes the risk of
having others deviate from their wishes. The law relating to business associations
may be viewed as providing legal rules to accomplish this goal.

Much of the difficulty (and fascination) for students, practicing attorneys, and
scholars lies in applying the fundamental principles to complex factual situa-
tions, and in understanding the business contexts in which those legal principles
operate. Becausemany students come into the basic course with little knowledge
of business and finance, one of the major goals of this casebook, in addition to
exploring the applicable legal principles, is to increase the business sophistica-
tion of the students. That goal significantly informs our pedagogical approach,
which may be summarized in the following three principles:
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First, we share a conviction that students learn this subject best by wrestling
with real-world situations and materials. As a result, we have included discussion
problems based on actual problems faced by identified companies, as reported
in decided cases or in the business press, althoughwe oftenmask their identities.
Moreover, we include at various points excerpts from transactional and litiga-
tion documents. The premise underlying this approach is that ‘‘the law of busi-
ness associations’’ is more than the words of the statutes or the holdings of the
cases, but includes the practices of those who work in the field. One side benefit
to this approach is that such materials provide an excellent opportunity to
explore ethical issues faced by practicing attorneys.
Second, we have found that most students in the basic Business Associations

course are uninterested in reading law review articles exploring the nuances of
legal theory, but that they are nevertheless interested in constructing a concep-
tual framework to assist in understanding the law. As a result, we emphasize
fundamental concepts in the textual materials that introduce the cases. We
hope most students will find it unnecessary to use outside materials to under-
stand the issues presented here, although we do encourage reading a good
business newspaper daily to supplement your learning. In addition, we have
structured the materials in a manner that is designed to evoke comparisons
between the various sections on a conceptual level. More specifically, the mate-
rials relating to each major section explore formation, management, financial
attributes, fiduciary duties, and termination/dissolution.
Third, we find that the law governing business associations is most fascinating

when viewed from many perspectives. In writing text and selecting cases
and materials, therefore, we have consciously included historical, economic,
progressive, comparative/international, sociological, and psychological
perspectives.
This book begins with a section on the law of agency, which at one time was

considered a fundamental common law topic (of nearly equal magnitude with
contract law, property law, and tort law) and remains an area of heavy traffic
among modern courts. Mysteriously, the law of agency is largely neglected at
most modern law schools. The remainder of the casebook covers partnerships
(including limited liability partnerships), limited liability companies, and
corporations.
The laws governing business associations come from courts, legislatures, reg-

ulatory agencies, and business practice. While some of the cases in the book are
‘‘classics,’’ many are recent cases that apply the legal principles being studied to
modern business structures or ‘‘hot’’ industries to engage the students and
increase their business sophistication. Although this book is full of cases,
it needs to be supplemented by a book of statutes and regulations. In most
cases, judges endeavor to interpret the statutes and regulations. This book,
therefore, may not be used effectively without delving into the statutes.
We believe that the law of business associations is one of the most important

subjects taught in law schools. We hope that you will find these materials engag-
ing, informative, and, at times, provocative.

Gordon Smith and
Cynthia Williams
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