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In researching the prohibition of interest in corporations, we considered whether
it was possible to use the modern economic tool known as the “corporation’ or
“company, Itd.” to cope with the prohibition against charging interest. The findings
of the study indicate that a limited company is not a miracle cure for the problem of
taking interest. Yet, occasionally, when other lenient halachic explanations are
present, it is possible to attach to them the fact that it is a corporation and not a
private individual and thereby cope with the problem of interest in certain
circumstances.

The third topic, the halachic validity of the laws of the state, is a topic which
many have dealt with and about which many opinions have been voiced.
Nonetheless, we deemed it very important to also comment on it in the Keter
Institute. The question of the halachic validity of the laws of the state significantly
affects the position of halacha on many economic issues. Thus, for example, the
halachic questions regarding the validity of a contract may be resolved if it is
determined that there is halachic validity to the contracts law. The extent of the
responsibility born by one who causes damage to another according to halacha can
be decided very simply if it is determined that halacha gives validity to the law of
damages.

The question of the halachic validity of the laws of the state is not, obviously,
merely a practical question. It is also a weighty question from a theoretical
perspective: what is the meaning of the Hoshen Mishpat section of the Shulhan
Aruch, if according to halacha, the laws of the state are halachically valid. These
and other issues were clarified in our research into the matter. The research
coordinates the different relevant opinions and also draws practical conclusions
from them.



During the first three years of the Institute’s existence, far-reaching research was
conducted on a variety of issues.

This book, the first in a series of books entitled “Keter — Studies in Economics
and Law According to Halacha”, contains some of the fruits of the research. It
covers three topics:

1. Contracts According to Din Torah
2. The Prohibition of Interest in Corporations
3. The Halachic Validity of the Laws of the State

The contract is the basic tool in the life of the economy. It comprises all aspects
of life, from the contract made between a bus passenger and the bus company
guaranteeing that the passenger will reach his destination, as well as contracts with
various sections that are drawn up between giant companies. The wording of a
contract is of concern to every person buying or selling an apartment. The parties to
a contract usually take extra care in formulating the details of each section of the
contract in order to ensure that their legal rights are maintained.

However, many are not aware that even if the legal validity of a contract is not
in question, its halachic validity is totally unclear. This may result in either of the
following: either the parties will refrain from bringing the differences that may arise
between them to a rabbinical court and prefer to have the case heard in a civil court;
or they will nonetheless decide to have the case heard in a rabbinical court, but then
they may find themselves in a situation where they will be unable to implement all
the sections of the contract.

Undoubtedly, neither of these two possibilities is desirable. Therefore we saw fit
to research and clarify the principles according to which a contract can be drawn up
according to halacha and to present an example of one. This fomr of contract is
designed to ensure the rights of the parties if they opt to have the case heard in a
rabbinical court, while not detracting from their contractual rights according to
law.

The prohibition against charging interest is one of the most difficult halachic
problems in the modern economy. The cost of capital is a basic concept in economic
life today, but it may represent a serious Torah prohibition. This problem not only
affects the relation between the client and the bank, but also affects additional
areas. Thus, for example, the standard contract for purchasing an apartment may
be violating the prohibition of charging interest; those selling items for payment in
installments may also be engaging in a Torah prohibition.

We have resolved the problem of interest in a contract for purchasing an
apartment through our research on contracts according to halacha, by using the
appropriate wording in the contract itself.



FOREWORD

Rabbi Kook z"l, in describing the destiny of the Jewish people in the world and
the way to achieve this destiny, wrote:

“From the onset of the establishment of our people as a nation that knew how
to call out in the name of the Lord, there has been a yearning desire to establish a e
multitude of people who would undertake to watch over the ways of God to do
justice and righteousness... To fullfil this desire, it is necessary that this group have
within them the qualities of political and social sciences, along with national judicial
qualities at the highest cultural level, concurrently as the “godly ideal” rules from
above and places man in the center of its life. And let it be known, it is not only
individuals of high intellect who possess within themselves this aura of heavenliness,
but also entire nations, in all realms of the universe, entire nations who together
comprise the backbone of all humankind; from the highest spheres of art and
intellect, through the wider socio-economic and political stages, to the different
levels of the proletarians, even at their lowest degree.”

The path of every grand vision is a long and complex one that goes from a
descriptive stage to implementation of the smallest details in reality and day-to-day
life.

How much more so is this the case when referring to an all-encompassing vision
of the foundations of the world and the Jewish people as expressed in the vision of
the Rav z"l. This calls for much in-depth work based on a thorough study of the
halachot related to economic and commercial activity, while taking into account
and understanding new realities.

This challenge of linking the theories of Torah learned in batei midrash to the
actual reality of living is at the core of several institutes involved in Torah study and
research as it applies to various aspects of life.

The Keter Institute in Kedumim has also joined in this quest.

The Institute is the initiative of scholars and economists from the settlement of
Kedumim who have joined together to form a center that will clarify contemporary
issues of the business world through a Torah perspective.

The Institute engages renowned scholars and researchers who are knowledge-
able and actively involved in the real world. The Institute is presided over by HaRav
HaGaon Zalman Nechemia Goldberg, shlita, who provides the background for and
certifies the findings of the research.

Moreover, key Israeli economic figures and senior jurists are involved in the
Institute’s work.
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