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Sugya Introduction

Concepts that will be discussed in this topic

INTRODUCTION TO RIBBIS IN COMMERCE:

The study of Ribbis as it relates to commerce is a
difficult and arduous journey. The general complexity
of the halachos of ribbis, when coupled with the
many varied forms of business transactions, presents
a challenge for even the most seasoned professional.
In this segment, we endeavor to look at some of the
core areas Where the halachos of ribbis coincide with
common business practices.

The first two segments deal with various sale
arrangements that involve ribbis.

PESIKA:

It is generally forbidden to prepay a merchant for
goods that will be delivered at a later date, because
the price may rise in the interim, and the lower rate
would be ribbis in return for the earlier payment.
This prohibition would not apply if those goods are
already available at that price on the open market, or
if the seller already has it in stock.

SE’AH B’SEAH:

It is forbidden to borrow items or commodities, i.e.
anything other than currency, as a measure-for-
measure arrangement. For example, one may not
borrow a pallet of merchandise in order to return an
equal amount at a later date. This prohibition also
has exceptions, such as if the borrower already owns
even a small amount of that item.

CASH VS. CREDIT:

One may not charge a higher price to a customer
buying on credit than he would charge if he were

to pay upon delivery. The difference in price would
be considered a ribbis payment to the seller for the
option of paying later. According to most Poskim,
this is true even if the credit price reflects the
actual value, and the cash price is a discount for
the immediate payment. We will see, however, that
there is a fundamental difference between sales and
rentals. It is permissible for a landlord to charge more
for tenants who will only pay at the end of the rental
period.

TARSHA:

The converse of Pesika, a merchant may provide
merchandise on credit for a higher price than he
would for a cash payment if certain criterias are met.
For example, the two prices cannot be specified,
there cannot be an established market price or
known value, and it cannot be so significantly high
that the rise in price is made obvious.

FINANCE AND RIBBIS:

The final two segments focus on business financing.
Among the topics discussed are the following:

e  Whetheraborrower from a non-Jew with interest
can pass along that loan to another Jew.

e |If a Jew may be a guarantor or cosigner for
another Jew who is borrowing from a non-Jew.

e Money borrowed from a non-Jew on behalf of a
partnership.

e Investing money in a bank or other financial
institution that will be lending to Jews with
interest.

e Borrowing from banks or unions that have Jewish
owners, managers, or shareholders.
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QUESTIONS ON
Ribbis in Commerce

Below are some practical scenarios that will apply to the material

| want to rent a bungalow for the summer and | found one that is
available. The owner says that | can reserve the bungalow if | sign a
lease and prepay now, while it is still wintertime. Is this a problem

of pesika?

| am a vendor who sells One of two partners
merchandise to a large, Jewish- takes a loan in his
owned store. Common practice name on behalf of

is to present an invoice upon the partnership. Since
delivery, with payment due in 60 the company will be
days. | want to offer them a 2% paying interest on that
discount if they pay within 10 loan, do the partners
days. Is this permitted? need a heter iska?

| heard that taking out loans from a credit union can be more
problematic than taking out a loan from a bank. What should someone
do if he already has a loan taken out from a credit union? Is there any
way to remedy the problem?

Join BHD and receive a 3-5 minute video post
derived from the current Yorucha topic.

JOIN “BUSINESS HALACHA DAILY” TODAY!

For answers to these questions, and for more Q&A topics like these, visit baishavaad.org/daily
To sign up to the Business Halacha Daily WhatsApp group messages @ 732.232.1412
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The Mishna differentiates between raising the price of a rental for delayed

payment, which is permitted, as opposed to raising the price of a credit
sale which is forbidden. The Gemara explains: rent money isn’t technically
due until the end of the rental term. Therefore, the later price is the actual
price, and the lower price for paying upfront is merely a discount. Whereas
payment for a sale is really due upon delivery, and the higher credit price is

viewed as ribbis for the delayed payment.

This raises an opposite question: if rent isn’t really due until the end of the
term, why isn’t the discounted price for paying upfront a form of ribbis

being granted to the renter for prepayment?
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Rav Elchonon Wasserman explains that although rent isn't technically due
until the end of the term, if one does pay at the beginning of the term
it is still viewed as a current payment for the rights-of-use and not a
“prepayment” which would be viewed as ribbis.
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The prohibition of adding to a sale price for a credit sale applies even m mX nean 'ba aan P4
where the credit sale price reflects the current market price and the seller 1,35 1 71w nxa MPRAW 1193 18X K17 11 XS 0bwnw "mb mpnn by oo MovX

is merely offering a discount for those who pay upfront. Because the seller
is ready to accept the lower price, that is considered to be the true rate of
the sale and any additional money given for delayed payment would be
considered ribbis.
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It is permitted to retain the extended services of a worker at a low rate,
even though the price may rise, provided that the worker begins to work
immediately. Tosafos extend this to the renting of real estate as well - one
may only lock in a low price if the rental term begins immediately.
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The Tur rules as above that one may offer a rental at a lower rate to one who
pays upfront if the rental period begins immediately. Bais Yosef adds that
if the lower price was already agreed upon and a kinyan was effected, they
may not change the deal and accept a higher rate for delayed payment, as
this would clearly constitute ribbis.

Bais Yosef further cites the Rashba who permits the rental of real estate
at a lower rate for an immediate payment even if the rental period will not
begin until later, unlike the opinion of Tosafos.
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Before a kinyan has been effected for a rental, one may offer a lower rate
to a renter who pays upfront. The same would apply to hiring workers,
who may provide services at a lower rate to those who pay immediately.
However, once a kinyan has been made, or if the money is already owed,
one may not raise the rate for a delayed payment.

Taz adds that a real estate rental may be offered at a lower price for
immediate payment even if the renter will not be taking possession
immediately, because the kinyan is completely effective. Whereas, a
worker cannot be hired for less if the work will not commence until later,
because until then he isn't fully committed.
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It is permissible to provide merchandise on credit for a high price [Tarsha]
if the seller does not specify that he would provide it at a lower price for

acash sale.
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Merchandise that has a known and established market price may not be
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sold for a higher price to one who accepts it on credit. If, however, there =~ MW AMNDY PR OX 5aX MOX 15 pamnw Sawa way mww ann anra Amno 1omn
is no known price because the items are unique and thus have unique >[N Yapa X5 PIpw] Y1 Www X, [V A2 M 1ann Anwn X S3w] A
valuations, e.g. animals, and the market price hasn't yet been established, ~ .mn22 1> 1 71 DOW? DXW 1> Y151 WK DX MYHA NINNKA TYA IR momd Immn
one may sell it at a more expensive rate to those who take it on credit, 10K WIHNI N My nannn 51awa 19 Awyw 137w T 1270 15PN OX DInX
provided that a lower rate for a cash sale is not stipulated. The Tur adds
that it would be forbidden to raise the price of a credit sale significantly to
the point where it is obvious to all that the buyer is paying more because

he is taking it on credit.
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After a credit sale has been completed, the seller can offer a discount to
the buyer if he pays earlier. Beforehand however, if he provided such an
offer he may no longer accept the higher price for a credit sale.

Pischai Teshuva cites the Tiferes L'Moshe who prohibits variable pricing
even if the true value is the credit price and the seller is merely offering
a discount for cash upon delivery. Several other Acharonim maintain this
opinion as well.
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Machane Efraim assumes that it would be permitted to offer variable
pricing if the credit price reflects the true value and the cash price is
discounted. Practically, most Poskim disagree with the Machne Efraim.
This is particularly relevant to what is commonly known as 2/10, net 30.
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Further lyun: The Meiri clearly takes the position of the Machne Efraim that
one may offer a credit price that is the actual value and an alternative offer
of a discount for a cash sale.
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Rav Moshe argues that the market price isn’t relevant when the parties
themselves stipulate that there is variable pricing. Consequently, variable
pricing for rentals would be permitted as above, but a higher credit price
for sales would be forbidden, regardless of the market prices. He adds that
this Halacha would not change even in a place where the custom is to pay
for rentals upfront.
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Ribbis in Commerce: Part 1l Shiur
CREDIT SALES AND SERVICES

By Rav Yosef Kushner

A TRANSCRIPTION OF THE YORUCHA CURRICULUM WEEKLY SHIUR VIDEO

TARSHAH:

As we mentioned in Part 1 of this series, the Torah only
forbids ribbis in a transaction that is in the form of a loan, but
the Chachomim added onto the prohibition and forbid any
transaction that has the appearance of ribbis.

One application of the Rabbinic prohibition is known as
“tarshah,” which literally means “credit.”

According to halacha, when a sale is made, payment is due at
the time that the goods are given to the buyer. The prohibition
of tarshah applies when the buyer receives his item and the
seller agrees to grant him, for example, 60 days to pay, but says
that he will have to pay an additional amount in exchange for
the extra time. To illustrate, if a store sells an item for $100, but
offers the buyer a 60-day extension of payment, on condition
that he pays $120, this would constitute tarshah.

The problem with this transaction is that it bears a resemblance
to ribbis. When the seller grants the 60-day extension to the
buyer, the buyer now owes money to the seller, and it looks
as if the seller is a lender and the buyer is a borrower. If the
buyer is made to pay an additional fee for the time extension,
it looks like he is paying interest on a loan. For this reason, the
Chachomim forbid this type of deal.

RENT:

The Mishnah says that although tarshah is forbidden in a
case of a sale, it is permitted in the case of rent. If someone is
expected to pay either $1,000 a month at the end of the month
or $900 at the beginning of the month, the Mishnah says that
this would be permitted and the renter would be allowed to
pay either the $1,000 rent at the end of the month or the $900
at the beginning.

The obvious question is, why is the same practice forbidden by
a sale but permitted for rent?

The Gemara answers that rent is not really due until the end of
the month. According to halacha, a renter only has to pay after
he makes use of the rental; therefore, the true price of rent is
the end-of-month price, and the price the landlord agreed to
accept at the beginning of the month is simply a discount he is
offering. Accordingly, it is permitted for the renter to pay that
price. This is in contrast to a sale, where payment is due at the
time of the transaction. In such a case, if the buyer pays later,

he is paying an additional fee on top of the actual price, which
would be forbidden because it has the appearance of ribbis.

This leads us to another question:

If the end-of-month price is the actual cost of rent, then the
$900 discounted price would seem to be a prepayment. As we
explained in the first part of this series, it is forbidden to prepay
at a discount under the halacha of “pesika.” If so, why would it
be permitted for the renter to pay this discounted rent at the
beginning of the month?

A number of Acharonim, including the Kovetz He'aros, answer
this question. They explain that paying rent at the beginning of
the month is not considered “paying early.” While one is only
obligated to pay at the end of the month, the rental begins at the
start of the month and one can pay then as well. In essence, the
time of payment extends from the beginning of the month until
the end; therefore, paying at the beginning is not a prepayment
and is not subject to the law of pesika because it doesn’'t have
the appearance of a loan. When one purchases an item, the
time before the item is purchased is not a time for payment
at all. If one does pay then, he is prepaying, which looks like a
loan and is subject to the prohibition of pesika if one is given a
discount for doing so. But when one pays rent at the beginning
of a month, he is not prepaying, so there is no appearance of a
loan and no problem of pesika.

It must be noted that this would only be true if the rental has
alreadybegun. If oneislivinginthe apartment fromthe beginning
of the month, it can be said that it is already a time for payment,
and paying now would not be considered a prepayment;
however, if the rental has not yet started, a payment then may
be considered to be a prepayment. For example, if someone
books a wedding hall for his child’s chasuna that will be held in
three months, it is obvious that the rental has not yet begun. If
he pays upfront, that would be considered a prepayment, and
if he is given a discount for paying in advance, that may be a
big halachic problem. (Note: It would only be problematic to
prepay a significant portion of the cost. If one only gives a small
deposit, that would not be problematic, as this is just a small fee
to reserve the hall.)

This would also be relevant to a case where someone rents a
bungalow for the summer. If he prepays at a discount during
the winter, well before he can move into the bungalow, it may
be a problem of pesika.

In this vein, Tosafos in Bava Metziah (86B) clearly says that it
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is only permitted to pay rent at a discount at the beginning of
a month if the renter has access to the house from that time.
Accordingly, receiving an early payment discount for a wedding
hall or a bungalow would be prohibited.

Others seem to disagree with Tosafos and say that the renter
does not have to actually be living in the house at the time of
payment for it to be permitted to prepay rent at a discount;
however, from the Shach and Neukdas Hakesef (Yoreh Deah
176:6) it seems that even this opinion agrees that the house
must be available to the renter. Although he doesn’t have to
actually live there yet, it has to be possible for him to do so.
In the case of the wedding hall and bungalow, it isn’t possible
for the renter to take control of the property at the time of
payment; therefore, even they would agree that prepaying at a
discount would be prohibited.

HIRING A WORKER:

The Gemara discusses a case where an employer hires a worker
and agrees to either pay him $100 at the beginning of his
employment or $120 at the end. The Gemara says that this is
permitted if the worker is paid after he starts working, but is
forbidden if he is prepaid before the job begins.

This is very relevant in a case where an individual hires a
musician to play at a simcha. If the musician says that his fee is
either $350 in advance or $500 on the day of the simcha, that
would be a problem, as the baal simcha is receiving a discount
to pay before the beginning of the job.

It would be possible to get around this problem if this stipulation
is not spoken out clearly. If a musician tells the baal simcha
that his fee is $350 and is due at the time of the booking, and
doesn’t mention that it will be more on the day of the simcha,
even though the one hiring him is aware of the fact that if he
doesn’t pay now he will be charged more later, because this
wasn't clearly stipulated there would be no prohibition, as it
does not appear that he is receiving a discount for paying early.

This halacha would also be relevant to camps that offer an early
bird special. If camps offer a price of $1,000 several months
before the summer, or $1,500 if the fee is paid at the beginning
of the summer, it would be a problem, because the discounted
rate is being paid before any work is done. Even though the
camp may already be working at preparing for the summer, this
is not the work that the parents are paying for, and would not
be relevant to them.

COMMON BUSINESS PRACTICE:

It is common practice that when a store receives a shipment,
they are presented with an invoice and given a due date to pay.
When this is done, the wholesaler is essentially lending money
to the store and expecting payment later. If they would agree
that the store can either pay $1,000 upon delivery or $1,200
sixty days later, that would be a prohibition of tarshah.

What if the item that was delivered is actually worth $1,200,
and the wholesaler offers the store a discounted price of $1,000
if they pay upon delivery? That is a matter of some controversy.

The Machaneh Efraim seems to permit this because the
$1,200 is the actual price and does not include any payment
that could be construed as ribbis. This could be compared to
the case of rent, where, as we explained, the entire time from
the beginning of the month until the end is the actual payment
period, so there is no appearance of a loan and no problem of
ribbis. So too, in this case, the time of delivery until the end
of 60 days is all considered the payment period, which would
negate any problems of pesika or tarshah.

The majority of Poskim, however, disagree with the Machaneh
Efraim and forbid this type of transaction. The Shulchan Aruch
Harav explains that according to halacha, the buyer is obligated
to pay at the time of delivery; therefore, the price offered for
that time always looks like the actual price. If the buyer would
have to pay a higher price at a later date, that would have the
appearance of ribbis and would be prohibited.

One should be aware of this pitfall and avoid such a problem
by either arranging a proper heter iska, paying at the time of
delivery, or only agreeing to have one price.

To watch the video or listen to the shiur given by the Dayan, visit:
www.baishavaad.org/yorucha-topics
Or signup to receive them via whatsapp: {9 732.232.1412
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