1. FBEEDEEY HHRE

TG ENEI T AT I 4o, (1) @b AnEd.,  (2) #EERICIIWSLGIC
HLEIHEOHEIMERR,  (3) HEROKT & @seEosBEON N, (4) SITRIOBS
Wik <cH s,

7.1 BEEEA O
X 9. HEBIN AR

TFA %
140,000 70
120,000 60
100,000
80,000 50
60,000 40
40,000
20,000 30
0 H N 20
2010 2015 2020 2025 2030 2035 2040 2045 2050 2055 2060 2065
o 0~ 147% e 157% ~647%
e 6575 ~ 745K 75

e A FE WA (15~ 647K = S 5 A (657% L L)

HIBR - NBIRT [2018 ARk it A 3]

AADANBEH 9 DX 5IZ, fEkEibn L, BD$5 LA TS, miliv(b & AR
DI EEOREICAOREE Lo, FEeREER AT 28 EBIILATL D bk HiA
LThHAI, SHIT, @D NZ DEF=— X0 EE D | SFEBEREITRELOY— B A2 RET W
HAHTLS 5759,

7.2 HBAICFFOTIHIZH BE)HEDIENE BEFH

T ITFEANILK, HBMICTRNIIGICH DB E MY — A~ T 7t A B ET
HZETHRIILCE Tz, HEERIIREECTESE THMME T HELAHEL LI AE
TNEFENCET-, 29 LB E T, TG TIERICAN LR T EEn — o REILE Ol
& (BB, BEEL) WV -opmEaSLEL LT\, T0%, KBICEMERIY—E A%
HEIIER L Cnvole, £, FEHoHR bk L Thoiz,



7. CHALLENGES FACING ROKIN BANKS

There are four major challenges facing Rokin Banks: (1) aging and shrinking population, (2) increasing
number of vulnerable workers and poverty, (3) declining unionization rate which shrinks membership

basis of Rokin Banks, and (4) increasing competition among banks.

7.1. AGING AND SHRINKING POPULATION

Figure 9. Population by age in Japan
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Source: Cabinet Office (2018) White paper on aging society in FY2018.

As shown in Fig.9, Japan’s population is estimated to decrease and to age in the future. Aging and
shrinking population will have negative impacts on the management of Rokin Banks. The number of
workers who could potentially use Rokin Banks’ products will grow less than before. In addition, the
financial needs of the aging members will also evolve, requiring Rokin Banks to revisit its products and

services.

7.2. INCREASING NUMBER OF VULNERABLE WORKERS AND POVERTY

Since its establishment, Rokin Banks have thriven to improving living conditions of vulnerable workers
through access to financial services. Rokin Banks have built their model on the fact that workers had
lifelong jobs in large enterprises, were unionized, and needed certain types of products such as housing
loans, consumption loans (car, education, etc.) that they could not access on the market. Over time
the financial sector has grown and expanded its services to workers. The world of work has evolved,

too.
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The percentage of non-regular workers has grown from 16.4 per cent in 1985 to 37.5 per cent in
2015. The relative poverty rate has also grown from 12.0 per cent in 1985 t015.6 per cent in 2015.
The average hourly wage is ¥1,937 for regular workers, whereas ¥1,081 for non-regular part-time
workers as of FY2017. Given the limited opportunities to become regular workers, as many as 2.7

million of workers keep working as non-regular workers.

Figure 10. Households receiving public assistance
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Source: report from Ministry of Health, Labour and Welfare (MHLW)

The growing number of non-regular workers is one of major factors of deepening poverty. Working
families receiving public assistance increased in percentage since 2001 (Fig.10). Rokin Banks recognize
the increasing number of vulnerable workers with diverse forms of employment, and the increasing
poverty among workers, including young workers. The first challenge for Rokin Banks is to reach out
to these wvulnerable workers who have short-term employment contracts, face periods of
unemployment in between, and are as a result less likely to be unionized. The second challenge for
Rokin Banks is that its standard products and services are not always adapted to the needs of those
vulnerable workers. Rokin Banks have tested on a small scale basis the offer of specific products for
non-regular workers. Nevertheless, in order to serve effectively a growing number of vulnerable
workers as a proportion of its total indirect members, Rokin Banks would need to revisit its operating

model.
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7.3. DECLINING UNIONIZATION RATE

The estimated unionization rate has kept decreasing since 1950, to as low as 17.1 per cent in June
2017 (Fig.11). While the total number of workers increased from 53 million in 1998 to 58 million in
2018, the number of unionized workers decreased from 12 million to 10 million during the same
period. Part-time workers are less likely to be unionized: only 7.9 per cent of them join trade unions,
although the rate gradually increased in recent years. This declining unionization rate is a challenge
for Rokin Banks because their business model is based on a strong and close relationship with trade
unions. Mimura (2014) pointed out a long trend of decreasing number of indirect members of Rokin

Banks who belong to trade unions.

Figure 11. Estimated unionization rate in Japan (%)
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There has been much discussion for decades on both positive and negative sides of Rokin Banks’
unique membership model: organization-based membership principle (Ouchi et al. 1987; Mimura 2014).
There also has been much effort to mitigate the limitations of organization-based membership model,
sometimes by directly listening to individual workers, advertising via mass media, or by organizing
retired workers (former trade union members). However, a major remaining issue is that Rokin Banks'’
marketing channels are likely to be affected by the understanding and the attitudes of trade union
leaders towards Rokin Banks. In other words, trade union leaders' thoughts on Rokin Banks critically
matter. The reasons of existence of Rokin Banks were obvious for trade unions at their start-up,
because no commercial banks lent to workers. Commercial banks’ entry into the retail banking market
blurred the difference between Rokin Banks and other banks. Moreover most trade unions took the
stance of harmonious labour relations in the 1970s, and did not need to provide life support to the
workers during the strikes. As time went on, elder trade union leaders were taken over by a younger
generation of leaders who are less or not familiar with the Rokin Banks. As an example, only 40 per
cent of indirect members of Chuo Rokin Bank use the bank’s products because trade union executives
and members do not appropriately understand the difference between Rokin Banks and other banks.
Those changes diluted the relationship between Rokin Banks and trade unions. While trade union
leaders used to see a Rokin Bank as a partner of workers' welfare movement in the past, most trade
union leaders now see a Rokin Bank as a vendor of financial services among many others.

In addition, Rokin Bank leaders have long recognized the issue of non-unionized workers and
discussed how to organize those workers. In the 1950s Rokin Banks formed consumers’ credit
cooperatives for non-unionized workers but most of those cooperatives failed to survive. In the 1980s
Rokin Banks welcomed the service industry workers, who were increasing in numbers and who were
less likely unionized, to utilize the Rokin Banks' financial products. Although much effort is being
made to approach non-unionized workers to sell their products, it has been pointed out that
approaching them still remains an issue to be addressed (Ouchi et al. 1987; Muroya 2003; Mimura
2014).

7.4. INCREASING COMPETITION AMONG BANKS

Another challenge for Rokin Banks is the severe competition among banks. Until today, Rokin Banks
have been able to remain attractive to workers thanks to their face-to-face and human-touch services
offered through the promotion committees at the workplace. Endless competition with high street
commercial banks towards lower interest rates will however deprive Rokin Banks of management

vitality in the long run.
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