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1. INTRODUCTION

Rokin Banks are unique financial institutions owned and controlled by trade unions and related
organizations in Japan. They have been established nearly 70 years ago by trade unions and consumer
co-operatives to enable their members to access finance at a time workers were excluded from the
financial sector. They have evolved into union-based cooperative financial institutions that provide a
wide range of financial products and services to their member organizations and the constituent
workers. Over the years, they have constantly adapted to the changing socio-economic environment
and the workers’ needs (from housing loans and savings plans, consumption and education loans,
debt consolidation, to financial literacy and debt counselling and advocacy for adequate financial
regulations...). In 2018, Rokin Banks form a network of 13 banks, serving over 51,000 members and
11 million individual indirect constituents, and operating all across Japan through 627 branches.

Being co-operative organizations?, Rokin Banks focus on promoting the interests of their member
organizations and constituent workers. They have set up a member promotion scheme in which they
collaborate very closely with trade unions to raise workers' awareness on their products and services
at the workplace and to collect workers’ feedback on the same. This scheme has contributed to
enhancing member participation and improving the performances of Rokin Banks.

In addition, conscious that access to finance could not address all workers' needs, Rokin Banks are
an integral part of a network of public and private organizations that work toward improving the
overall workers' wellbeing.

Despite its longevity, Rokin Banks are facing challenges. The shrinking and aging of the population,
the increasing poverty and inequalities, the greater number of non-regular and non-unionized workers,
the stiffer competition in the financial sector and the advent of fin-tech, the frequent climate-related
disasters, are directly impacting its operations and are questioning its capacity to pursue its original
mission, which is to serve vulnerable workers. Rokin Banks have already taken initial steps to address
these challenges and improve access to finance for less privileged workers in collaboration with unions,
other cooperatives and non-profit organizations. Additional efforts are nevertheless needed to upscale
the initiatives and tackle efficiently the challenges posed by the changing world of work.

It is not realistic to replicate the Rokin Banks model in other countries due to the different socio-
economic environment and the historical path dependence, however Rokin Banks’ experience is a true
inspiration for trade unions and other organizations around the world that wish to improve their

members’ access to finance and combat with social exclusion.

2 A cooperative is defined as an "autonomous association of persons united voluntarily to meet their common
economic, social and cultural needs and aspirations through a jointly owned and democratically controlled
enterprise” (ILO 2002).
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This report starts with the brief history of Rokin Banks from its foundation in the early 1950s.
Section 3 describes the institutional framework of Rokin Banks. Sections 4 and 5 elaborate on Rokin
Banks’ organizational structure and business operations. Section 6 highlights the contributions of
Rokin Banks to social finance, the United Nations' Sustainable Development Goals and the ILO's Future
of Work discussions. The challenges facing Rokin Banks are discussed in section 7. Finally, section 8
presents the major lessons to learn from Rokin Banks' experience and some recommendations to trade

unions around the world.

2. BRIEF HISTORY OF ROKIN BANKS

2.1. ORIGIN OF ROKIN BANKS

The history of Rokin Banks goes back to 1950 but other financial cooperative models were already be
in place in Japan, serving mainly small and medium-sized enterprises (SMEs). The Industrial Co-
operative Act was enacted in 1900 following German Raiffeisen model to finance farmers who suffered
from usurious lending. The Act was amended in 1917 to allow the establishment of urban credit co-
operative societies. Then, a separate Urban Credit Co-operative Societies Act was enacted in 1943 to
regulate specifically the urban credit cooperative societies and enhance the mobilization of savings
under the wartime economy.

After the country’s defeat in the World War II in 1945, Japan was in a rush to rebuild its economy,
and much of the savings that financial institutions mobilized from clients and members was invested
in the nationalized industries and private corporations, leaving none to be lent to workers. Workers
and individuals had no recourse but to borrow from loan sharks and pawnshops at high interest rates
and had a hard time with interest burdens and harsh collection methods.

It is in this context that consumer cooperatives and trade unions initiated the creation of banks to
serve specifically workers and consumers. The Co-operative League of Japan (CLJ) was set up in
November 1945 by gathering the pre-war cooperative leaders. In just a few years, CLJ made strenuous
efforts to establish the institutional framework for the development of consumer cooperatives, through
getting trading licenses for food rationing and wholesaling which had been mostly limited to
authorized enterprises, obtaining financial resources and the passing of the Consumer Co-operative
Act (enacted in 1948). Despite its campaigning efforts, CLJ did not succeed in having the Act include
a provision for consumer cooperatives to engage in credit activities and get access to the public
treasury (Trust Fund for fiscal investment and loan). As a result, CLJ approached the trade unions to
create jointly workers’ banks. On the workers' side, the Trade Union Act of 1945 enabled workers to
organize and raise their voice about the challenges that they were facing in this post war period,
including hyperinflation and ensuing deflation after the austerity policy, delay in paying wages and
massive unemployment. The Confederation of Trade Unions (CTU) started campaigns to establish
autonomous workers' insurance and workers’ banks in 1949. In its inaugural conference in 1950, the
General Council of Trade Unions, as a successor of the CTU, resolved to raise funds for strikes and

establish workers' banks.
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It was under these circumstances that the Consumer Co-operative Union in Okayama Prefecture
and the Confederation of Trade Unions in Hyogo Prefecture made separate calls for establishing banks
for workers, leading to the establishment of the first two workers’ banks in Okayama and Hyogo
prefectures in 1950. Trade unions in other prefectures followed suit under the favourable attitude of
local governments’ labour offices encouraged by the Ministry of Labour (today’s Ministry of Health,
Labour and Welfare). On the cooperative side, the financial base of consumer cooperatives was still
building up in the 1950-1965 period and they were not in a position to support the Rokin Banks and
use them as their own main banks.

At first, the workers’ banks were set up as credit cooperatives in accordance with the Small and
Medium-Sized Enterprise Co-operatives Act. By 1951, six workers' banks set up the National
Association of Labour Banks (NALB) as a trade association and campaigned for a more appropriate
legislation. The Japanese Consumer Co-operative Union (JCCU) as a successor of the CL joined the
campaign and collaborated in drafting and passing the bill. As a result, the Labour Bank Act (LBA)
was enacted in 1953 to be regulated by the Ministry of Labour (later the Ministry of Health, Labour
and Welfare) and the Ministry of Finance (later Financial Services Agency).

Following the enactment of the LBA, the credit cooperatives became Rokin Banks. In addition the
National Federation of Rokin Banks (Rokinren) was set up as a central bank for Rokin Banks in 1955.

By 1966, Rokin Banks were established in all 47 prefectures.

2.2. CREATION OF WORKERS" WELFARE ORGANIZATIONS

At the same period, a number of other workers’ welfare organizations were established, promoted by
trade unions and the cooperative movement. In 1949 the Central Council for Securing Worker's Goods
was set up to coordinate industrial union’s welfare activities beyond affiliated centrals, promote workers'
welfare by activating mutual aid functions and push public policies for establishing social security
systems for workers. It was renamed as National Council of Workers” Welfare (Rofukukyo).

Aiming at protecting workers against the risks (old age, poverty, diseases, disability, death, accidents
etc), the predecessor of Rofukukyo resolved to promote the establishment of worker's insurance
cooperatives, called Rosai, in 1951. The JCCU proposed the guidelines of cooperative insurance
business in 1952. Trade unions then started to organize Rosai and the first Rosai for fire insurance
was founded in Osaka Prefecture in 1954. In the formative period, Rosai had to overcome difficulties
caused by big fires when they had not yet accumulated necessary funds to make the payment of the
insurance claims to victims. Such events made apparent the need to have a larger pool of resources
against risks and led to the creation of the National Federation of Rosai (Rosairen) as a reinsurance
agent in 1957. Rosairen accelerated the formation of Rosai in each prefecture in 1964 except for
Okinawa which was still under the US rule and where Rosai was set up in 1971 to complete the
nationwide deployment. Rosairen was then composed of 40 prefectural Rosai and was renamed to

Zenrosai in 1976.
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Rokin Banks started lending for workers’ housing in the 1950s and created the Workers’ Housing
Foundation in 1958. In parallel, the cooperative movement encouraged the setup of housing
cooperatives based on the Consumer Co-operative Act and following the ILO’'s recommendation on
workers’ housing (1961). The National Federation of Housing Co-operatives (Zenjuren) was established
in 1969. However these housing cooperatives had to reduce their activities due to the volatile land
price. In 1971 the Government enacted the Worker's Property Accumulation Promotion Act. Based
on the West German model, the Act intended to help workers build assets (Zaikei) through savings
for general purpose, pension and housing deducted from wages and deposited onto workers' personal
account. The accounts were tax-exempt up to ¥5.5 million. Rokin Banks and Rofukukyo strongly
advocated for improvements in the scheme. When some of their requests were incorporated, Rokin
Banks decided to promote the scheme by starting a nationwide product named “Rainbow Saving” in
1972 . As a result Rokin Banks became the most successful promoters of Zaikei saving in the country.

In addition, the Japan Worker's Credit Fund Association (Roshinkyo) was set up as a public
corporation in 1980 to enable Rokin Banks to avail housing loans to non-unionized workers. The
guarantee mechanism later expanded its function to both unionized and non-unionized workers. It

now provides guarantee for all Rokin Banks' housing loans.

2.3. LIBERALIZATION OF THE FINANCIAL INDUSTRY AND ROKIN BANKS" CONSOLIDATION

Since the 1980s, the Japanese government pursued the liberalization of the financial industry and the
internationalization of Japanese Yen to meet the globalization and deregulation trend. The Banking
Act drastically amended in 1981 allowed domestic banks to expand the scope of businesses including
securities business and introduced provisions for foreign banks' branches and companies incorporated
abroad. It resulted in the stiffer competition in the financial market. The BIS?® regulations on capital
adequacy ratio (Basel I) was applied since 1988. Under such circumstances, the Financial System
Research Council of the Ministry of Finance published a report on cooperative financial institutions
that recognized the cooperative structure and specialty as their raison d'étre in 1989. The large-scale
reform of the financial system called Japan-style “big bang” was introduced to shift from traditional
finance ministry-led “convoy system” to pro-competition system based on “free, fair and global
principles” since 1996. However the financial crisis in Japan led major banks and securities firms to
bankrupt in 1997-1998. During this tormented period, Rokin Banks managed to maintain a healthy

financial position as they did not engage in speculative lending.

3 Bank for International Settlements
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Rokin Banks formulated a policy “Rokin’s Reform towards the 21st Century and its Vision” in 1996
proposing to carry out five main tasks: strengthen relationship with trade unions through a member
promotion scheme, develop timely products and services to meet diversified workers' needs, develop
professional human resources, install new management information systems and consolidate Rokin
Banks to reach an economy of scale. In the meantime, Rokin Banks invested in the modernization of
banking infrastructure by joining the Data Telecommunication System of All Banks in 1984, installing
ATM systems in 1985, joining the MICS (Multi Integrated Cash Service) in 1990, and starting the
internet banking in 2001. Rokin Banks also carried out mergers to establish the following eight
regional banks:

Kinki Rokin Bank in 1998 (Osaka, Kansai, Kyoto, Hyogo, Shiga, Nara, Wakayama)
Tokai Rokin Bank in 2000 (Aichi, Mie Gifu)
Chuo Rokin Bank in 2001 (Gunma, Tochigi, Ibaraki, Saitama, Chiba, Tokyo, Kanagawa,

Yamanashi)

Shikoku Rokin Bank in 2001 (Kagawa, Ehime, Tokushima, Kochi)

Kyushu Rokin Bank in 2001 (Fukuoka, Saga, Nagasaki, Kumamoto, Oita, Miyazaki, Kagoshima)
Hokuriku Rokin Bank in 2001 (Ishikawa, Toyama, Fukui)

Tohoku Rokin Bank in 2003 (Aomori, Iwate, Akita, Yamagata, Miyagi, Fukushima)

Chugoku Rokin Bank in 2003 (San-in, Okayama, Hiroshima, Yamaguchi)

Rokin Banks in Hokkaido, Niigata, Nagano, Shizuoka and Okinawa remained independent, bringing
the nationwide total from 47 prefectural banks to the current 13 banks (eight regional banks and five
prefectural banks). Each Rokin Bank runs as an independent entity however they use the same
management information system (MIS), they belong to the same network of ATMs, and they share

their data and performances with the NALB and benefit from the central financing facility of Rokinren.

2.4. PROMOTING SOCIAL FINANCE

Rokin Banks have been involved in social finance in a variety of fields. When a great earthquake hit
Kobe in 1995, millions of volunteers rushed to the devastated area to rescue victims and help
rehabilitation. It is later recalled as a volunteer revolution, but they lacked institutional and
organizational support to continue their activities. Therefore, the Act on Promotion of Specified Non-
profit Activities was enacted with unanimous votes from all political parties in 1998. Then, non-profit
organizations (NPOs) mushroomed to reach 50,000, but due their small size, they faced challenges in
accessing loans from commercial banks. After careful preparations and based on the government
instruction, Tokyo Rokin Bank, Gunma Rokin Bank (later on merged into Chuo Rokin Bank) and Kinki

Rokin Bank pioneered in financing NPOs in 2000 to support their development.

_27_



1990 FEARUC A AR TIIAPA R & . FEIEFEN OB E BRI L 72— T, B E 0%
IR ST, HEESMSSZ LYy M — RPN KR EEEZITO, #0252 L2 R/S
IZL727e®, < OEBENSEBEFICHKY . B OBEIBVIAEN D FEL o7, e
X TIZ 1983 N BIHEFRIE L L HICVWbw b T8 (MT7 ) —v T HHEFr—
DOELT) MRICEFHA TR Y, @S LOMBE~OBRAICE &1k Uiz, HEE I,
e L biTr LYy M — FOFHCTHE B Rl B4 5 RIBE ORI T 5 2 E
OEHLACEE L, Z OIGEIA 2006 FOEBHEIELEIZEN o7, FRaiE, 2o X9 eiEH)
ZiE U C, M EEAEOIEACIZ T 2 BfRE R O R — N =Yy 7 (ma v AT L) AT
Dl U CoBENE R LT,

2008 FEIZY —~ s va vy I BRI HERE N 7 v — L R e ERE ORI L ST
Wi, 7@ ABEI TRV TNA S 27R UTe, BRI ANA U R g U X — 2 OEFIRAER I
B LTELT, FV 7774 bn— il Bbo TV RPN LTHD, 7o, RO
WIZKEOEFHDGIE S, RETHFENEA L, FEEEIXBUF & EEE L, KEFEX
TELH LWEFEAE RO 5720 OfE (GHRZ E &SRS & RIRE SARESmE) 2177
2011 AFIZH B ARKRER S HA U, HALHT 00 JRG 72 sl A3 JOBUAR 70 IS & diz 1z B b 7= BRI
. IR & EIEHEO T OIRESR ORE 21T 5 72, 26 OLER72 S EhpE o
FEIZ OV TIIARREZFEDHE 5 - 6 TR D,

3. HEEEDFIERLHEA

55 IR SORER L | BRI G HAAR 2 — RSB L CWO A TEDY . EOREREBURIZIE > T
R A B4 D D IERICSIE S LT,

BUE, BFHA MBS BT DIERITZR VS, 84~ ORI Z B 25T 10 2
EFELTO D, HREEMEHIORERICRE T 2IERIZLL T O@EY TH 5,

o HEWEMIATE (1947 FEIEAES 132 )

o UNRESWIERLATE (1949 4L 181 B) BLUOWRMAIZ L 2 &mFEICET 51k
(1949 AR 183 5)

o [EH4&NEE (1951 FEiLEAE 238 &)

® rE&JE: (1953 FEIEAE 227 &)

_28_



In the lingering recession since the 1990s, the non-regular employment has dramatically increased
while worker's income has been restrained. The consumer finance and credit card companies made a
massive publicity to ease borrowing while a large number of workers fell into over-indebtedness and
personal bankruptcy. Rokin Banks had already joined the campaigns against the so-called Sara-Kin
(providers of consumer loan for salaried workers) together with consumer organizations in 1983, and
they have continued efforts to tackle the issue of loan sharks. They joined the national campaign for
eliminating problems connected with the use of credit cards and consumer loans together with
Rofukukyo and led to the revised Money Lending Business Act in 2006. Through these activities,
Rofukukyo has play a role of catalyst of joint actions creating an ecosystem for workers’ welfare.

When the Lehman shock brought the world economy to the brink of global financial meltdown in
2008, Rokin Banks had demonstrated strong resilience since they had not invested in high-risk high-
return financial derivatives nor involved in the subprime loans. However, a large number of workers
were laid off and lost employment due to the economic downturn. Rokin Banks provided loans to
help the unemployed persons to train and find jobs under the government scheme (loan for stabilizing
jobs and for supporting job-seekers). When the East Japan Earthquake and Tsunami hit a large part
of Tohoku region in 2011, they provided low-interest loans to rehabilitate housing and normalize life.

Details on these various financial products will be given in subsequent sections 5 and 6 of this report.

3. INSTITUTIONAL FRAMEWORK OF ROKIN BANKS

After the Second World War the uniform Industrial Co-operative Act was replaced by separate
cooperative laws that were enacted mainly in line with the industrial policies. There is no general law
on cooperatives while more than ten special laws regulate single types of cooperatives. The laws
regulating cooperative banking institutions are as follows;

Agricultural Co-operatives Act (No.132 of November 189, 1947)

Small and Medium-Sized Enterprise Cooperatives Act (No.181 of June 1, 1949) and Act on

Co-operative Banking (No.183 of June 1, 1949)

Shinkin Bank Act (No.238 of June 15, 1951)

Labour Bank Act (No.227 of August 17, 1953)
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Table 1. Legal framework of banking institutions

Governing Labour Bank Agricultural SME Co-ops Shinkin Bank Act | Banking Act
law Act Co-ops Act Act, Act on Co-
op's Banking
Corporate Not-for-profit Not-for-profit Not-for-profit Not-for-profit Joint stock
status cooperative cooperative cooperative cooperative company
owned by owned by owned by owned by
members members
members members
Supervisor Premier (FSA Premier (FSA Premier (FSA Premier (FSA Premier (FSA
Commissioner) Commissioner) | commissioner) Commissioner) Commissioner)
and MHLW and Farm
Minister Minister
Operating Defined by Defined by Defined by Defined by Unlimited
area bylaws bylaws bylaws bylaws
Membership | Trade unions Farmers, Residents, SMEs | Residents, SMEs No
and other residents membership
organizations
Deposit Members in Members in Members in Unlimited Unlimited
principle* principle* principle*
Loan Members in Members in Members in Members in Unlimited
principle* principle* principle* principle*

* Non-member use is allowed up to 20-25 per cent of the whole or member’s trade.

The Labour Bank Act (LBA) is an organization law specified to the Rokin Banks. Its purpose is “to
establish the Rokin Bank's institution jointly organized by trade unions, consumer cooperatives and
other related workers’ organizations, and facilitate smooth financing for welfare and mutual aid
activities conducted by these organizations, thereby to promote Rokin Bank’s sound development and
contribute to the workers’ enhanced economic position.” The LBA provides for principles of not-for-
profit purpose, direct service to members and political neutrality. The law stipulates that the Rokin
Banks operate with licenses issued by the Financial Service Agency (FSA) Commissioner and the MHLW
Minister; their membership consists mainly of workers' organizations. Individual workers can become
members, but they don't have voting rights. In addition, the Rokin Banks are set up in each prefecture
and can merge with other Rokin Banks pending the regulators’ approval. They can form federations.
Rokin Banks distribute surpluses based on share (dividend) or trade (patronage refund) in accordance
with the provisions set by their bylaws including that of maximum rate of dividend. The governance
structure of each Rokin Bank is made up of the general assembly, the board of directors and auditors.

Rokin Banks are subject to external audits.
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The LBA enlists the banking activities that Rokin Banks can conduct: accepting members' deposit,
availing loans to members and discounting drafts for members. Thus, it provides that banking activities
are carried out to serve members in principle, however individuals belonging to them (including
workers, consumers, etc.) can access the financial services as indirect constituents. It also allows some
non-members (public interest corporations, social welfare corporations, etc.) to use the services up to
20 per cent of Rokin Banks' total deposits/loans. Apart from these organization -specific regulations,
the general business law for financial institutions is applied to Rokin Banks. In fact, a large number of
provisions in the Banking Act, the Financial Instruments and Exchange Act, the Insurance Business Act
etc. shall apply to the Labour Bank Act. It is also to be noted that exemptions or specific provisions
for cooperative organizations such as the Rokin Banks are included in at least two business laws. For
example, the Anti-Monopoly Act does not apply to cooperatives (Article 22 on Exemptions) and the
Corporation Tax Act provides for different tax rates in accordance with corporation’s status.
Cooperatives are taxed at lower rate as compared to conventional business organizations although
the difference in rates has been being reduced from 12.3 per cent to 4.4 per cent during 1984-2016
period. Rokin Banks are subject to the supervision by the Financial Service Agency (FSA) for the

banking business-related matters the MHLW for organization-related matters.
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