8. HilEs XL UVENE

8. 1 FHEE/EDIEGED 5 DFE 5

FEEREIX, FEHE L AERIC L o TR LSNTEITE WO FiZ2 Tl ThH v | R TH
DTHMEDHFETH D, FEIRITORIL, B LW E S ENE LMY — AT 7B ATE
72D 72 20 HARHIBHIC IR b7y, DL IFRMITK D 5T, TIXRE HARD 554
15 B THRIZID TNDDIEA D I,

ZOHBET, HIZHNF U ARREHMTOB S L) Z & Tk, 55784 BIXBUF O BUR
RSOV Z THIG L TEX 72 L TR LD TH S, eI 1950 F4%, Irgds
K ORE DY — R &85 E & EHE, RIS 272 0ICB L & Tz, YRR, B E Xy
BB D A DO EIFE A D Tz, 1970 FRUTITTTBAE O T O R s 13 E
Eo— IR o T, ZIUTBIRORFBREBORIZN > T- b D Th o7z, MIBIFECHEEr — 1%
BRF OB B ARDEMEL ¥ — A E I E 2 T,

1990 AERWIBHE TO HARDEALL P —AF, ZAE =T Tt rOonFIcHx X, Bl
FERL V=LA ERTFERLV—LORAHIZ LSO TE I, TUIT72bb, R/NROREMEE
F & RETEOBEREOFRE, BB EALOSRERE, FREZROMS &0 ) HMe2 A7
Do FEEEIZZ S Lkl U — AR R OFEL L LTX T,

ZOREAEL P — AME 1990 FERLIB A B ER L O — A~ B LT, HEAE— e 2%,
AAEAE RS E S K > TR L, BURIIHEE P — A0 PR A L=, JEIERET#H O
HERICE Y BEFEOFAHEIIRLE L ooz, FRERET VG, LHENTETHGICHAA
Noivad, 2 Loo2H% (FHE 2008) . HAD A CEERO B2 SEA T, A% O
MHEATNDHH T, SRR SRR MNTIIONIIGIC H D B & M B OIS EE 3 58 %
M ZLXETETHLI RTINS,

T AEEIL 2 9 L= Lo b 5, 2011 IS &35 & E 0k + 5 —
HOMIEEZE, ZTOMEE S L2 2014 £ 2025 FEIZMIT72A) EAEY a VREICE->
7o JIBEEIL, FHTETE DT TN D LT H bW L ETEOEGAEE LA S Mz
BACT D42 OB E D RIS T D0, W A a2 A LT\ b,

T X A A E DAL L Y — DO T TR A IO TE T2, LUT DR T718) 4 Ji D Ak
gz,
CHEEDFBDE=HORE L) —F—OR N FEE L84 EO BRI E IR R %
AL, FESEBREIXE IS CHHHEO=—XTESWEEE LTV 5,

- B ORF ORMEA  FEEHILERT LR EE OX ST DEB A2 WD, ZOEEK
DBV T SRR CRBMT O MBEIELE . AKBNOmEA b6 LTWD,

_98_



8. LESSONS LEARNT AND RECOMMENDATIONS

8.1. MAJOR LESSONS LEARNT FROM ROKIN BANKS" EXPERIENCE

Rokin Banks seem to be quite unique in the world, as they are a rare case of banks founded by trade
unions and consumers’' cooperatives. Establishing labour banks was commonly seen in the early 20th
century, when poor workers could not access affordable financial services. Most of them failed. Then
why do Japanese Rokin Banks thrive till today?

It is not just because of good governance and management skills. Rokin Banks were successful at
adjusting themselves constantly to government policies and social needs. Rokin Banks were founded
to provide savings and credit services to the workers and their trade unions as well as to lend to
consumers’ cooperatives in the 1950s. Workers borrowed relatively small amounts for their living
expenses from Rokin Banks at that time. The housing loan became Rokin Banks' main loan product
in the 1970s, along with the government’s policy to promote house ownership. The Zaikei savings
product and housing loan were in line with the government policies and Japanese welfare regime.
The Japanese welfare regime was said to be a mixture of liberal regime and conservative regime
according to Esping-Andersen’s classification until the early 1990s, which was characterized as
minimized welfare state, developed employer-led welfare system, workplace-based social security
system and strong family-based assistance. Rokin Banks went along with that welfare regime as a
framework for its operations. That regime has shifted to liberal regime since the 1990s; social welfare
services were commercialized by the basic welfare structure reform; the government cut down budget
on social services; the growing number of non-regular workers made employer-led welfare system
unstable; the family-based assistance model is also changing as women started to enter the labour
market (Ito 2008). Under the dominant atmosphere of individual responsibility and advancing isolation
among people, it is getting harder for diverse profiles of vulnerable workers to find a way to unite
themselves.

Rokin Banks are adapting to such changes. In 2011, the NALB conducted a series of study meetings
on the Rokin Banks' future that led to the formulation of the Rokin Banks’ vision towards 2025 in 2014.
Rokin Banks now have a clear view on how to meet ever-changing social needs, in particular promoting
solidarity among all workers, independently of their status.

While Rokin Banks have thrived under the unique welfare regime in Japan, the following features
clearly contributed to their success:

Management and leadership commitment to the cause of the workers: Trade unions have a
strong influence on decision-making of Rokin Banks, and Rokin Banks' staff always work based

on workers’ needs at their workplace.

Unique regulatory framework: Rokin Banks are supervised by both Financial Services Agency
(FSA) and Ministry of Health, Labour and Welfare (MHLW). While this dual supervision is
complex, it brings together the financial performances required by a financial institution and

the public interest purpose.
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Integration in the national welfare system: Rokin Banks are key actors of the workers’ mutual
assistance system, working with Zenrosai, consumers’ cooperatives and civil organizations
under the network of Rofukukyo. This workers” mutual assistance system aims to complement

and/or offer an alternative to the standard corporate fringe benefit system.

Strong partnership with trade unions: Rokin Banks reach out to workers through their
engagement with trade unions. Trade union leaders are on the Rokin Banks' board of directors

in order to keep the Rokin Banks' initial mission alive.

Convenience and human touch: Rokin Banks provide banking services at the workplace and
face-to-face consultations to the workers. The member promotion committees play an
essential role in bridging Rokin Banks to trade unions and keep direct communication between

Rokin Banks, trade unions and workers.

Constant adaptation of products and services to the changing needs of workers.

8.2. RECOMMENDATIONS

Rokin Banks throve because of the specific background of financial exclusion of the workers in the
1950s, the existence of workers’ welfare movement and a unique welfare regime — this combination
of factors does not allow for an easy replication or generalization in the contemporary circumstances.

However, many trade unions started to offer financial services for their member workers in many
countries, such as Dominican Republic, Costa Rica and Honduras (ILO 2016). A teachers’ union in
Tanzania recently founded a worker's bank. A 2013 ILO survey reported that two thirds of unions
requested assistance to start or improve the provision of financial services. In this context, what
recommendations can be generated from the Japanese Rokin Banks?

The first point is to create or build on a network of organizations that support workers all through
their lives. In the course of their working lives, workers may face multiple and sometimes complicated
issues related to housing, education, employment, healthcare and household finance. Trade unions
can help workers to address those issues, closely working with financial institutions, cooperatives,
mutual aid societies and non-profit organizations. The collaboration in the workers' welfare movement
in Japan was key to the success of the Rokin Banks. In addition, the tighter a trustful relationship
between trade unions and member workers is, the stronger win-win partnership between trade unions
and worker's banks will be achieved.

The second point is to diversify its membership beyond trade unions by reaching out to
cooperatives and non-profit organizations to indirectly support workers' lives. A worker's bank could
hence provide financial services to cooperatives, nursing homes, hospitals, childcare centres, schools,
recreational facilities as well as civil society organizations, like European social banks. Japanese Rokin
Banks’ experience implies that it requires much effort to build trust with consumers’ cooperatives and

non-profit organizations.
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On the other hand, there are many cooperative banks and credit unions in developed countries.
While these banks originally served poor craftsmen and peasants who were excluded from high street
banks, they adapted to social change and became quite similar to traditional banks after some time.
Isomorphism seems to be inevitable for financial institutions, given the maturity of the financial industry
and the high penetration of financial services. However, some cooperative banks try to reactivate their
original missions in a modernized way, such as providing microloan fund to entrepreneurs via
microfinance institutions. Thus, trade unions and worker's banks should always keep in mind their
original missions and thrive to enhance inclusive finance for vulnerable workers (including retired
workers) and to alleviate poverty despite the evolution of the financial sector.

There are several points to consider when designing a new worker’s bank.

(1) A clear mission and vision: The mission and vision of a worker's bank must clearly define that the
bank is established by workers and for workers. These clearly stated mission and vision will enable
the worker's bank to differentiate itself from traditional banks and to keep its original ethos alive
after its founding members leave or retire. It implies that every staff and board member should be
well informed about the bank’s vision and mission. Moreover, it is important for a worker’s bank to
review its mission and vision as the time goes in order to take into account the changing needs of
its target groups and the evolving environment in which it operates. For example, Rokin Banks
revisited their mission in 1997, some 30 years after the original mission was defined.

(2) Good governance: A worker's bank must protect its mission through good governance. It is essential
for trade unions, cooperatives, non-profits and socially motivated individuals to be involved and to
remain involved over time in the decision-making process of the worker's bank. This good
governance will minimize the risk of moving away from the organization’s initial mission (=mission-
drift) that may happen for example when profit-seeking investors express interest in taking over the
bank and thereafter change its mission. However, it does not mean that the socially motivated core
stakeholders overly intervene in the management of the worker's bank. They may be involved in
the policy making of worker's banks as board members, advocating for workers' interest on behalf
of trade union members, nevertheless they should respect and rely on the views of the banking
experts when it comes to the financial management of the bank.

(3) A marketing strategy: A worker's bank should develop its marketing strategy based on its mission.
When Rokin Banks were established, they did not have to have a marketing strategy because there
were no competitors providing affordable financial services to low-income workers. However, Rokin
Banks had to differentiate themselves from other banks when the financial sector matured after the

1970s. Rokin Banks specialized in housing loans for workers, using a unique channel of trade unions.
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(4) Balance between mission and prudence: As a regulated financial institution, a worker's bank must
keep its managerial soundness and good risk management to protect its members’ or customers’
deposits. On the other hand, a mission-led bank should contribute to addressing workers’ financial
needs and interests, instead of prioritizing its own profit and risk-aversion. A worker’s bank is to
have clear guidelines and processes in place to assess loan applications, looking at both risk
management and the needs of the workers. The evolution of the world of work with a greater
number of workers engaged in non-standard forms of employment, increasing poverty and
inequality does not make it easy for worker's banks. Can a worker's bank lend to a
member/customer who failed to repay another loan because he or she lost his or her job? Can a
worker's bank provide a housing loan to a low-income part-time worker? These questions require
worker's banks to rethink the way they operate. If their main goal is to address workers' needs and
enhance financial inclusion, they are expected to create, balancing their mission and the required
prudence, innovative mechanisms to enable all workers, in particular, those with unstable and/or

low income, limited assets and no collateral (such as land or house) to access their services.

9. CONCLUSION

This report examined the experience of Rokin Banks, Japanese trade-union led cooperative financial
institutions, in providing financial services to workers since the 1950s. The analysis highlighted that the
success of Rokin Banks over the years lies in a number of factors including a conducive regulatory
framework, the capacity of Rokin Banks to adapt constantly in a fast changing socio-economic
environment, a strong involvement of trade unions at all levels including on Rokin Banks' board of
directors, to protect workers' interests, design adapted financial services and deliver them to the
workers, and key partnerships with cooperatives, mutual aid societies, non-profits and government
institutions. Rokin Banks have successfully overcome many challenges during its 70 years of existence,
yet more have appeared. In recent years, Rokin Banks have started to explore and test ways to address
the challenges caused by the increasing number of vulnerable workers in Japan. More and more
workers around the world live facing economic uncertainty. They are likely to be affected by economic
downturn, unstable job situations, natural disaster and any other personal situations such as illness.
Vulnerable workers who do not benefit from viable safety nets such as unemployment insurance,
health insurance, welfare and from an access to affordable finance tend to rely on high interest loans
to meet their financial needs. Consequently, they have a higher risk of falling into a debt trap—over-
indebtedness. Over-indebtedness is a tragedy that can be seen in many countries. Traditional financial
institutions, with their automated decision-making algorithms, are usually not flexible enough to
provide customized services to meet the needs of each and every one of their customers, and to
support the most vulnerable ones when it comes to over-indebtedness. Rokin Banks have
demonstrated that worker’s banks, with human-touch and a customized approach can be a bulwark

to serious indebtedness and insolvency.
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Replicating the Rokin Banks’ model does not seem to be realistic in today’s context. Nevertheless
the analysis showed that worker's banks as well as cooperative banks and credit unions have a key
role to play in providing affordable finance to support vulnerable workers' lives in both developed and
developing countries.

Rokin Banks’ unique experience can serve as a great inspiration to trade unions, financial institutions

and other organizations that wish to enhance access to finance for workers.
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