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Banks, Credit Unions and
Corporations in Halacha

INTRODUCTION

One of the most difficult and complex areas in Halacha involves
defining and classifying the Halachic status of a corporation. From a legal
petspective, a corporation has an identity of its own. It protects its owners
from lawsuits. In some cases, it not only limits the obligations of the
owners, butalso limits the owners rights as well. Once assets are placed in a
corporation, the owners can only exercise control of their assets according
to the terms of incorporation. A corporation can have many shareholders,
or just one; in all cases, it offers protection to its owners from lawsuits and
other liabilities.

The Halachic ramifications of a corporation are many. One area
of Halacha that needs to be explored is the subject of Ribbis - more
specifically, whether a corporation can offer a solution to avoid the issur of
ribbis. This has to be explored from the perspectives of both the lender and
the borrower. Another area of Halacha involves the issur of chametz. Can
a corporation protect its owners from violating the issur of chametz? And
furthermore, even if a corporation does not offer protection with regard
to the issur of chametz, one needs to determine whether chametz that was
owned by a corporation over Pesach is subject to the penalty of chametz
sheavor alav hapesach. We maintain that chametz sheavor alav hapesach is
assur because of a knas that renders the chametz assur b’hanaab forever,
and therefore no benefit - neither physical nor monetary - can be derived
from the chametz. However, since the issur of chametz sheavor alav hapesach
is only m'drabanan, it is therefore subject to specific leniencies.
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The basic difference between a bank and a credit union is as follows:

A bank is owned by its shareholders, whereas a credit union is owned by
its members.

In order to become a member of a credit union, one usually needs to open
an account and keep a specified nominal amount of money on deposit.
Membership entitles the member with the right to borrow funds from
the credit union, and also allows the member to vote on the appointment
of board members and other major decisions concerning the credit union.

Additionally; in a bank, the amount of shares one owns determines how
many votes the shareholder has, and how influential he will be with regard
to the bank’s decisions. In a credit union, all members have equal rights
— irrespective of how much money they have deposited in their accounts,
and any member can run for election to the board.
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