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Before addressing our topic, we must clarify several points.  This article was written in Israel.  The prohibition of interest applies only between Jews and therefore if one buys or sells to gentiles or gentile–owned and controlled companies, there is no problem of installment plans or any other forms of buying on credit.  Although many corporations in Israel have a "heter iska," which generally helps circumvent the prohibition of "ribit" (usury), I do not think it should be relied upon (when buying on credit) for the following reasons: 

1) Any loan for purposes of consumption and not investment is a difficulty for the "heter iska," since the latter is predicated on a legal fiction of an investment and not a loan.

2) Even those authorities who allow loans for consumption with a "heter iska" permit it only if money is given over which theoretically could be invested.  Of course, if the object that one buys on credit is business-related, a "heter iska" is probably warranted.

Now let us deal with the potential problems involved in buying something on credit.  The mishna (Bava Metzi'a 65a) states:

We add to wages, but we do not add to sales; how so?  If one leased to another a courtyard and said to [the tenant], "If you give it to me now, it is yours at ten sela'im per annum, but if you pay monthly, it is a sela per month," this is permitted.  [However,] if one sold a field to another and said to [the buyer], "If you give it to me now, it is yours at one thousand zuz, but if by the harvest, it is twelve hundred zuz," this is forbidden.

We must note that by Torah law, there is no issue of usury in the area of buying, leasing, or any other transaction besides loans.  However, rabbinically, there is a prohibition of "agar natar," literally, "pay for waiting for the money," better known as credit.  In order to understand the law of the mishna, we must dissect this concept of agar natar and understand the required components:

1.
"Natar" (credit): this is forbidden, even on the rabbinical level, only when there is credit extended, but if payment is given on time there is no credit.  In the case of the lease, there is legally no concept of credit extended, despite the fact that the renter ends up paying a total of two sela'im extra when it is a monthly payment, since the lease is paid at the conclusion of its time, i.e., the tenant did not delay the payment of rent.  In a sale, on the other hand, the agreement to raise the price in exchange for delay of the payment is forbidden, as the time of payment in the case of a sale is the time of the acquisition of the object.  Therefore, there exists a problem of credit (in whole or in part), and the situation is economically equivalent to that of a loan.  

2.
"Agar" (pay): it is permitted to lend money, whether by Torah or rabbinical law.  The prohibition lies in the collection of the additional payment for the credit.  However, the prohibition exists exclusively when there is an additional payment or supplement for the extension of credit.  Hence, there is no problem with credit-card payments, as there is no interest charge.  There are two ways to determine if there is a payment (beyond the cost of the object naturally) for the credit:

a)
"Explicit": if the seller states explicitly two different prices, one for immediate (cash) payment and a second, higher one for installment or deferred payment, it is forbidden to pay the higher deferred payment.  We must stress that there is no difference as regards the regular price in installments and the discount price in cash or vice versa.  Legally, the time of the payment is the time of the acquisition of the object, and a deviation from this time is defined as credit and the difference in price is interest (see Pitechei Teshuva 5).  There is an opinion among the posekim (Responsa Imrei Yosher I 150) that if the entire market is accustomed to give credit or to expect a delayed payment for a certain product, then there is no usury as regards this item.  In general, most consumer products' payment is expected with delivery.  Sometimes credit is offered, but payment on time is a usual occurrence.  In certain commercial settings, the standard payment is almost always delayed and then the Imrei Yosher's dispensation can be used.

b)
The price is known" (see Bava Metzi'a 63b; Tosafot ibid.  s.v. "Ve-amar;" Tosafot Rosh ibid.; Ritva 65a s.v. Sekhirut): if there is a set and accepted price for a certain object, and a higher price is set as part of the installment plan, this is also forbidden.

We should note that a purchase on credit is forbidden only because it "looks like usury," and any purchase in which the credit charge is not noticeable is permitted even if two prices were explicitly stated.  

The following is the ruling of Shulchan Arukh (ibid.): "If the seller raises it excessively, until it is obvious that it is for the waiting for money that it is being raised, it is as if it were explicit, and it is forbidden." 

From the Shulchan Arukh it is clear that the prohibition exists only when the supplement is evident to all, and consequently even if there is a serious price increase, but the person on the street does not realize it, this sale would not be defined as usury.  The measurement of "excessive" is apparently not set by a universal standard, but it is instead determined by the nature of the object.  The Shakh (1) writes that since there is no "ona'a" (price-gouging) for real estate, land would have no measure of excessiveness.  The price of real estate is at times inflated a great deal in order to acquire a certain piece of property, and hence an increase in the price of the land is defined as "not evident," freeing it of the normal standards of ona'a.  The Mekor Mayim Chayim (to Shulchan Arukh ibid.) understands that according to the Chavat Da'at the supplement is dependent on the standards of ona'a, but the Chavat Da'at himself (4) does not seem to say this; the prohibition applies "specifically to a large amount which is not appropriate given the multitude of years [that the property will be usable].  So too, the prohibition of 'the price has gone out,' is only when it is a well accepted price which is not likely to change."  From these explanations it seems that there is a lower boundary for ona'a in our application, but in most cases it would be much higher than a sixth-part deviation, the standard measure of ona'a (see Brit Yehuda 22:15).  

It is logical to presume that this law of "obvious" would have additional ramifications.  For example, when the reason of the supplement is not clear, and therefore it is not "evident to all" why the price should be higher, presumably the supplement would not be considered usury.  We have said above that it is permissible to use credit cards since there is no supplement, and hence even if a "natar" factor is present, there is no "agar" (because the payment is not for waiting for the money).

What is the law if the seller gives a discount for payment by cash or check - would it be forbidden to do this transaction by credit card?  Apparently, there are two factors which result in a higher price:

a)
the convenience of paying by credit card as opposed to the commission the seller gives the credit card company;

b)
the delay of payment until the end of the month.

It is logical to assume that if the motivation of the extra charge is doubtful or unclear, this alone is sufficient to blur the appearance of usury, and hence this transaction would then be permitted, even if presumably a portion of this supplement is intended for the credit.  If the motivation of the extra charge is unclear, this would allow the transaction since there is no appearance of interest. The extra charge for paying with a credit card might be due to the commission and not necessarily the delay in payment (credit).  (We must note that just as it is forbidden to delay the payment for the sake of a supplement, so it is forbidden to advance the money for a discount [Bava Metzi'a 63b; Shulchan Arukh YD 173:7], as this is a situation in which, in practical terms, the buyer gives credit to the seller.)  

A similar situation, in which a discount is given for two different reasons, is a subscription to a periodical.  In general, there is a discount for longer subscription periods (i.e. if one subscribes for two years, one pays less per edition than one year subscription.)  In this situation, too, there are two reasons for the lower price per issue:

a.
a discount for quantity;

b.
advance payment.

Here, too, it seems the transaction is permitted since the reason of the discount is not clear enough and hence, it is not "obvious."  (Beit Efrayim YD 41 writes this in the case where the seller agrees to transport fruit to another place; see Brit Yehuda 22, n.  1.) 

A very thorny problem in many situations is setting the correct time for the installments, a deviation from which will be considered waiting for money and the extension of credit; until this point we have spoken of a deviation which delays payment, that the seller gives credit to the buyer.  (We should remember once again that advance payment for a discount is also forbidden [Bava Metzi'a 63b; Shulchan Arukh YD 173:7].)  

A difficult situation is the law of paying insurance.  There are two ways to view a one-year contract with the insurance company, namely:

a) a conditional obligation at the time of the agreement -  the company obligates itself from the time the contract is signed, on the condition that the damage be sustained is within the coming year;

b) the insurance is a service or coverage over the course of the year.

The practical difference between these two possibilities is the time of payment.  According to the first approach, the time for payment is at the beginning of the year, as with a sale.  According to the second, insurance is like a lease, which can be paid earlier or later with a supplement.  


An interesting point is that there are two conditions in car-insurance contracts which contradict each other (at least in Israel):

1)
If the owner sells the car during the course of the year, he or she is entitled to receive a refund of the portion of the premium remaining for the rest of the year (implying that this is a constant coverage).

2)
If the owner's car is damaged during the course of the year (and there is thus no longer a car left to be insured), he or she will not receive a refund of the premium for the rest of the year (implying that it is an immediate obligation).

In practical halakhic terms, it seems to me that car-insurance payments are a constant coverage and can be paid in installments, and so has my teacher, Rav Aharon Lichtenstein, concurred.  There is, however, room for doubt: is it permitted to pay with cash, or is this considered advance payment for the sake of a discount, in which case it would be forbidden?  With a lease, it is permitted to pay the entire amount immediately, and hence it is logical to assume that from the time that the coverage begins, it is possible to pay the full amount.

Another reason to be lenient in the case of advance payment is found in the Iggerot Moshe (III YD 41).  Rav Moshe Feinstein advances the halakhic innovation that it is possible to lend to a corporation, since there is no personal obligation on the members of the corporation, but rather on the assets of the corporate entity itself.  This suggestion is very novel and far-reaching, and Rav Shlomo Zalman Auerbach (Minchat Shelomo 28) asks many questions on this approach. (See also Minchat Yitzchak III 1, who suggests that it is perhaps not "set usury," since there is a possibility that the corporation will go bankrupt and default.)

The Iggerot Moshe permits even ribit ketzutza (usury on a Torah level), and in our situation (since, at worst, this is only ribit miderabbanan) it is possible that the proper time of payment is the beginning of the contract.  (We must stress that the Iggerot Moshe permits only to lend the corporation money, but it remains forbidden on the Torah level for an individual to borrow from a corporation, and this is considered set usury, as is explained in the responsum there.) 

