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Introduction to Business Law

Business law, also known as commercial law, is a body of laws that govern the rights, relations, and conduct
of individuals and businesses engaged in commerce, trade, and sales. Understanding business law is
essential for entrepreneurs, business owners, and managers to ensure compliance with legal requirements
and protect their interests. This glossary provides a comprehensive overview of key terms and concepts in
business law.

1. Agency

An agency relationship is created when one party (the principal) authorizes another party (the agent) to act
on their behalf and make decisions or enter into contracts on their behalf. The agent has the authority to
bind the principal legally, and the principal is responsible for the actions of the agent within the scope of
their authority.

Related Terms: Principal, Agent, Authority, Scope of Authority
2. Arbitration

Arbitration is a method of dispute resolution where parties agree to submit their conflicts to a neutral third
party (arbitrator) for a binding decision. Arbitration is often used as an alternative to litigation in court to
resolve disputes quickly and cost-effectively.

Related Terms: Alternative Dispute Resolution (ADR), Arbitrator, Award, Submission Agreement
3. Breach of Contract

A breach of contract occurs when one party fails to fulfill their obligations under a valid contract. The non-
breaching party may seek remedies such as damages, specific performance, or cancellation of the contract
to address the breach and enforce the terms of the agreement.

Related Terms: Contract, Damages, Specific Performance, Repudiation
4. Business Ethics

Business ethics refers to the moral principles and values that guide the behavior and decision-making of
individuals and organizations in the business context. Acting ethically involves considering the impact of
business practices on stakeholders, society, and the environment.

Related Terms: Corporate Social Responsibility (CSR), Ethical Dilemma, Code of Conduct, Whistleblowing
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5. Contract Law

Contract law governs the formation, validity, and enforcement of agreements between parties. A valid
contract requires an offer, acceptance, consideration, intention to create legal relations, capacity, and
legality of purpose. Breach of contract can lead to legal remedies or damages.

Related Terms: Offer, Acceptance, Consideration, Intention to Create Legal Relations, Capacity
6. Corporate Governance

Corporate governance refers to the system of rules, practices, and processes by which a company is
directed and controlled. Effective corporate governance ensures transparency, accountability, and ethical
behavior in the management of a corporation.

Related Terms: Board of Directors, Shareholders, Transparency, Accountability
7. Intellectual Property

Intellectual property (IP) refers to creations of the mind, such as inventions, literary and artistic works,
designs, symbols, names, and images, that are protected by law. IP rights include patents, trademarks,
copyrights, and trade secrets to safeguard intangible assets.

Related Terms: Patent, Trademark, Copyright, Trade Secret, Infringement
8. Legal Person

A legal person is an entity that has legal rights and obligations, such as individuals, corporations,
partnerships, and associations. Legal persons can enter into contracts, own property, sue and be sued, and
engage in legal transactions.

Related Terms: Natural Person, Corporation, Partnership, Association
9. Negligence

Negligence is the failure to exercise reasonable care or duty of care, resulting in harm or injury to another
party. To establish negligence, the plaintiff must prove that the defendant owed a duty of care, breached
the duty, and caused damages through their actions or omissions.

Related Terms: Duty of Care, Breach of Duty, Causation, Damages
10. Tort Law

Tort law deals with civil wrongs that result in harm, injury, or loss to individuals or their property. Common
torts include negligence, defamation, trespass, nuisance, and intentional infliction of emotional distress. Tort
law aims to compensate victims for damages caused by wrongful actions.

Related Terms: Civil Law, Damages, Defamation, Intentional Tort, Strict Liability

Read online: https://certificates.Isba.org.uk/glossaries/516084/ London School of Business and Administration - 20 Jun 2026
introduction-to-business-law



LSBA GLOSSARY

LONDON SCHOOL OF BUSINESS
AND ADMINISTRATION

11. Unfair Competition

Unfair competition refers to deceptive, unethical, or anti-competitive practices that harm consumers,
competitors, or the marketplace. Examples of unfair competition include false advertising, trademark
infringement, trade secret misappropriation, and price-fixing schemes.

Related Terms: Antitrust Law, Deceptive Trade Practices, Price Discrimination, Monopoly
12. Vicarious Liability

Vicarious liability holds one party legally responsible for the actions of another party, such as an employer
for the actions of an employee. This legal doctrine imposes liability on a superior party for the acts or
omissions of a subordinate party in the course of their employment or agency relationship.

Related Terms: Employer Liability, Agent Liability, Respondeat Superior, Scope of Employment
13. Business Judgment Rule

The business judgment rule is a legal principle that protects corporate directors and officers from personal
liability for decisions made in good faith and in the best interests of the company. Under this rule, courts
defer to the business judgment of directors unless there is evidence of fraud, self-dealing, or gross
negligence.

Related Terms: Corporate Director, Officer, Duty of Care, Duty of Loyalty
14. Capacity

Capacity refers to the legal ability of individuals or entities to enter into contracts, make decisions, or
engage in legal transactions. Capacity requirements vary based on age, mental competence, and legal
status, and contracts entered by parties lacking capacity may be voidable or unenforceable.

Related Terms: Minor, Mental Incapacity, Legal Status, Voidable Contract
15. Consideration

Consideration is something of value exchanged between parties to a contract, such as money, goods,
services, promises, or forbearance. Consideration is necessary to create a legally binding agreement and
distinguishes a contract from a gift or donation.

Related Terms: Offer, Acceptance, Intention to Create Legal Relations, Promissory Estoppel
16. Damages

Damages are monetary compensation awarded to a party to compensate for losses, injuries, or harm
suffered due to a breach of contract, tort, or legal wrong. Types of damages include compensatory, punitive,
nominal, and liquidated damages based on the nature and extent of the harm.
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Related Terms: Compensatory Damages, Punitive Damages, Nominal Damages, Liquidated Damages
17. Employment Law

Employment law governs the rights, duties, and responsibilities of employers and employees in the
workplace. Areas of employment law include hiring, termination, discrimination, harassment, wages,
benefits, and health and safety regulations to protect workers' rights.

Related Terms: At-Will Employment, Wrongful Termination, Equal Employment Opportunity (EEO),
Occupational Safety and Health (OSH)

18. Force Majeure

Force majeure is a legal clause that excuses parties from fulfilling contractual obligations due to unforeseen,
uncontrollable events beyond their control, such as natural disasters, wars, strikes, or government actions.
Force majeure provisions allocate risk and liability in case of force majeure events.

Related Terms: Act of God, Impossibility, Frustration of Purpose, Material Adverse Change
19. Good Faith

Good faith is a legal principle that requires parties to act honestly, fairly, and without deceit in their business
dealings and contractual relationships. Operating in good faith fosters trust, cooperation, and integrity in
commercial transactions and legal disputes.

Related Terms: Bad Faith, Fair Dealing, Good Faith Estimate, Good Faith Negotiation
20. Indemnity

Indemnity is a contractual obligation by one party to compensate another party for losses, damages,
liabilities, or expenses incurred as a result of specified risks, claims, or events. Indemnity clauses allocate
risks and liabilities between parties in a contract.

Related Terms: Hold Harmless Clause, Indemnitor, Indemnitee, Third-Party Indemnity
21. Joint Venture

A joint venture is a business arrangement where two or more parties collaborate to pursue a specific
project, venture, or business activity for a limited duration. Joint ventures combine resources, expertise, and
risks to achieve mutual goals and share profits or losses.

Related Terms: Partnership, Collaboration, Limited Liability Company (LLC), Strategic Alliance
22. Lien

A lien is a legal right or interest that a creditor has over a debtor's property as security for a debt or
obligation. Liens enable creditors to recover unpaid debts by seizing and selling the debtor's property or
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assets subject to the lien.
Related Terms: Mechanic's Lien, Mortgage, Attachment, Judgment Lien

23. Offer

An offer is a proposal or expression of willingness to enter into a contract on specific terms and conditions
with another party. An offer must be clear, definite, communicated to the offeree, and capable of
acceptance to create a binding agreement.

Related Terms: Acceptance, Invitation to Treat, Counteroffer, Revocation
24. Partnership

A partnership is a business structure where two or more individuals or entities join together to carry on a
business for profit. Partnerships can be general partnerships, limited partnerships, or limited liability
partnerships based on the extent of liability and management responsibilities.

Related Terms: General Partner, Limited Partner, Partnership Agreement, Dissolution
25. Quasi-Contract

A quasi-contract, also known as an implied-in-law contract, is a legal fiction created by courts to prevent
unjust enrichment when there is no formal contract between parties. Quasi-contracts allow courts to impose
obligations and remedies to avoid unfair outcomes.

Related Terms: Unjust Enrichment, Quantum Meruit, Restitution, Estoppel
26. Regulatory Compliance

Regulatory compliance refers to the adherence to laws, rules, and regulations imposed by government
agencies, industry standards, or professional associations to ensure business activities comply with legal
requirements and ethical standards. Non-compliance can result in penalties, fines, or legal sanctions.

Related Terms: Compliance Officer, Regulatory Environment, Compliance Audit, Data Protection Regulation
27. Shareholder Agreement

A shareholder agreement is a contract between shareholders of a corporation that governs their rights,
obligations, ownership interests, voting rights, management roles, and dispute resolution mechanisms.
Shareholder agreements protect shareholders' interests and define the rules for company governance.

Related Terms: Shareholder, Board of Directors, Corporate Governance, Dividend Policy
28. Trade Secret

A trade secret is confidential, proprietary information that provides a competitive advantage to a business
and is not generally known to the public. Trade secrets can include formulas, processes, customer lists,
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designs, or methods that are protected from unauthorized use, disclosure, or misappropriation.
Related Terms: Intellectual Property, Confidentiality, Non-Disclosure Agreement, Economic Espionage
29. Ultra Vires

Ultra vires is a Latin term meaning "beyond the powers," referring to actions or decisions of a corporation
that exceed its legal authority as defined in its articles of incorporation or bylaws. Ultra vires acts are void
and unenforceable unless ratified by the corporation.

Related Terms: Corporate Capacity, Articles of Incorporation, Bylaws, Shareholder Resolution
30. Void Contract

A void contract is an agreement that lacks legal effect or enforceability from the outset, typically due to
illegality, impossibility, or violation of public policy. A void contract is treated as if it never existed, and
parties are not bound by its terms or obligations.

Related Terms: Voidable Contract, Unenforceable Contract, Illegal Contract, Public Policy

This glossary provides a comprehensive overview of key terms and concepts in business law, offering a
valuable resource for students, professionals, and anyone interested in understanding the legal principles
that govern commercial activities. By familiarizing yourself with these terms, you can navigate legal issues,
negotiate contracts, and make informed decisions in the business world. Understanding business law is
essential for compliance, risk management, and protecting your rights and interests in the competitive
marketplace.

**Q - Organizational Structure**
**Specific Term:** Organizational Structure

**Concept:** Organizational structure refers to the framework that outlines how activities are organized,
controlled, and coordinated within an organization. It defines the hierarchy, reporting relationships,
communication channels, and division of responsibilities within the organization.

**Related Terms:**

- Chain of Command: The line of authority within an organization, specifying who reports to whom.

- Span of Control: The number of subordinates that a manager can effectively supervise.

- Centralization vs. Decentralization: Centralization involves decision-making authority being held at the top
levels of the organization, while decentralization involves distributing decision-making authority to lower
levels.

**Explanation:** Organizational structure plays a significant role in determining how efficiently an
organization operates. It impacts communication, decision-making, and overall effectiveness. There are
various types of organizational structures, including functional, divisional, matrix, and flat structures. Each
structure has its advantages and disadvantages, and organizations may choose a structure based on their
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size, industry, and strategic goals.

**Example:** A large multinational corporation may have a divisional structure, where different divisions are
responsible for specific products or regions. Each division operates semi-independently, with its own
resources and decision-making authority. This structure allows for better focus and expertise in each area
but can lead to duplication of efforts and lack of coordination between divisions.

**Practical Application:** Understanding organizational structure is crucial for managers to effectively lead
their teams and make decisions. By knowing the reporting relationships and communication channels within
the organization, managers can navigate the hierarchy and collaborate with other departments more
efficiently.

**Challenges:** One of the challenges of organizational structure is ensuring that it remains flexible enough
to adapt to changing market conditions and business needs. As organizations grow or face new challenges,
they may need to reevaluate their structure to maintain competitiveness and agility. Additionally, resistance
to change from employees accustomed to a certain structure can hinder organizational effectiveness.

**P - Partnership**
**Specific Term:** Partnership

**Concept:** A partnership is a type of business structure in which two or more individuals or entities agree
to share profits, losses, and management responsibilities. Partnerships are governed by a partnership
agreement that outlines the terms of the partnership, including each partner's contributions, rights, and
obligations.

**Related Terms:**

- General Partnership: A partnership in which all partners share equally in the profits, losses, and
management of the business.

- Limited Partnership: A partnership that consists of both general partners, who have unlimited liability, and
limited partners, who have limited liability and are typically passive investors.

- Partnership Agreement: A legal document that outlines the terms of the partnership, including capital
contributions, profit-sharing arrangements, decision-making processes, and dispute resolution mechanisms.

**Explanation:** Partnerships are a popular choice for small businesses due to their simplicity and flexibility.
Partnerships offer shared decision-making, shared financial responsibilities, and shared risks. However,
partners in a general partnership are personally liable for the debts and obligations of the business, which is
a key consideration when choosing this business structure.

**Example:** Two friends decide to start a catering business together and form a general partnership. They
agree to share profits and losses equally, as well as the day-to-day management of the business. They draft
a partnership agreement that outlines each partner's roles and responsibilities, contribution amounts, and
profit-sharing arrangements.

Read online: https://certificates.Isba.org.uk/glossaries/516084/ London School of Business and Administration - 20 Jun 2026
introduction-to-business-law



LSBA GLOSSARY

LONDON SCHOOL OF BUSINESS
AND ADMINISTRATION

**Practical Application:** Partnerships are commonly used in professional services firms, such as law firms
and accounting firms, where partners collaborate to provide services to clients. Understanding the rights
and obligations of partners is essential for maintaining a successful partnership and resolving conflicts that
may arise.

**Challenges:** One of the challenges of partnerships is the potential for disagreements between partners
over business decisions, profit-sharing, or management responsibilities. Without a clear partnership
agreement in place, disputes can escalate and lead to the dissolution of the partnership. Effective
communication, mutual respect, and regular meetings can help partners address issues before they become
serious conflicts.

**Q - Quorum**
**Specific Term:** Quorum

**Concept:** Quorum refers to the minimum number of members required to be present at a meeting in
order for the meeting to be valid and make binding decisions. The quorum is typically set by the
organization's bylaws or governing documents.

**Related Terms:**

- Bylaws: Rules and regulations that govern the internal operations and decision-making processes of an
organization.

- Proxy Voting: A process that allows a member to delegate their voting rights to another member who will
be present at the meeting.

- Unanimous Consent: A decision-making process in which all members of a group must agree to a
proposal for it to be approved.

**Explanation:** Quorum ensures that decisions made at a meeting are representative of the organization's
members and prevents a small group of individuals from making decisions on behalf of the entire group.
Without a quorum, decisions made at a meeting may not be legally binding or enforceable.

**Example:** A nonprofit organization's bylaws state that a quorum consists of at least one-third of the
board members. If there are 15 board members, at least 5 members must be present at a board meeting for
the meeting to proceed and decisions to be made.

**Practical Application:** Understanding quorum requirements is essential for organizations to conduct
effective and legitimate meetings. By adhering to quorum rules, organizations can ensure that decisions
made at meetings are valid and binding.

**Challenges:** One of the challenges of quorum requirements is ensuring that a sufficient number of
members are present at meetings, especially for organizations with a large membership base or
geographically dispersed members. Organizations may face difficulties in achieving quorum, which can
delay decision-making processes and hinder the organization's operations.
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**R - Regulatory Compliance**
**Specific Term:** Regulatory Compliance

**Concept:** Regulatory compliance refers to the act of following laws, rules, and regulations set forth by
government authorities and regulatory bodies. Organizations must adhere to various compliance
requirements to ensure they operate legally and ethically.

**Related Terms:**

- Compliance Officer: An individual within an organization responsible for ensuring that the organization
complies with relevant laws and regulations.

- Regulatory Body: A government agency or authority responsible for overseeing and enforcing regulations
in a specific industry or sector.

- Compliance Audit: An assessment conducted to evaluate an organization's adherence to laws, regulations,
and internal policies.

**Explanation:** Regulatory compliance is crucial for organizations to avoid legal penalties, fines, and
reputational damage. Compliance requirements vary by industry and jurisdiction, and organizations must
stay informed of changes in regulations that may affect their operations.

**Example:** A financial services firm must comply with regulations such as the Dodd-Frank Act, which
imposes restrictions on banking practices and aims to prevent another financial crisis. The firm must ensure
that its operations, risk management practices, and reporting comply with the requirements of the act.

**Practical Application:** Compliance with regulations is a fundamental aspect of corporate governance and
risk management. Organizations must establish compliance programs, policies, and procedures to monitor
and address compliance issues proactively.

**Challenges:** One of the challenges of regulatory compliance is the complexity and volume of regulations
that organizations must navigate. Keeping up with changes in regulations, interpreting legal requirements,
and implementing compliance measures can be resource-intensive and time-consuming. Additionally,
regulatory requirements may conflict, leading to compliance dilemmas for organizations operating in
multiple jurisdictions or industries.
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