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In January 2005 the European Bank for Reconstmietitd Development (EBRD) provided a loan to thentGer
Schwarz Group company for the strategic expansiotihe® Kaufland supermarket chain in Poland. The EBR
granted the EUR 110 million loan in spite of theowvering — by a parallel investigation carried bytthe National
Labour Inspectorate — of Kaufland’s contempt foligto employment law Although the EBRD claimed it
undertook a specific action plan that helped toe@ynthe company's shortcomings, another labourstigation
undertaken by the National Labour Inspectorate yast revealed Kaufland Polska’s continuing non-plisnce
with Polish legislation and International Laboug@nisation standards.

On January 23, 2007 the EBRD’s board of directdlsvate on whether or not to provide a EUR 100limii loan
for Kaufland's operations in Romahién the light of Kaufland Polska’s scandalous relcof employing children,
discriminating in the workplace and restrictingeftem of association, is the EBRD now prepared tp aéeport
bad business practices and workplace discriminaidomania and, perhaps, beyond?

Believing is seeing

In February 2005, the Polish National Labour Inspexte (PNLI) revealed the results of inspectiomsdu cted in
over sixty Kaufland supermarkets across Poland. dituation for workers in Kaufland shops was fouadbe
shocking, with Polish law regularly violated in @lst every supermarket. The chain’s staff did ndtpged for
overtime, there was no proper evidence of work tiamel Kaufland’s management fired anyone who exettite
right of freedom of association and collective lz@nghg and dared to establish a trade union.

In its publicly available documents, the EBRD répoin brief on the activities it undertook to rergeithe
shortcomings of its client. It commissioned an exdkexpert on labour rights to conduct a monitgnirsit to the
stores, organised meetings with the PNLI and tragiens and claims that it helped Kaufland Polskaetase its
operational and management systems. However, ihageway to examine the details of the actionsauntadken by
the company or to see the results of the monitorifige EBRD has declined to disclose both the indeemet
labour review and the annual environmental repmrtipced by Kaufland.

After trying for months to get a hold of the enviroental information on Kaufland that is in the pessson of the
EBRD, Polish Green Network/CEE Bankwatch Netwolidia complaint to the EBRD’s compliance mechanism
The EBRD Independent Recourse Mechanism (IRM) dised the complaint on the grounds that the IRMbtsan
mechanism for dealing with the disclosure of infatimn and the bank’s compliance with its own Public
Information Policy. Faced with this informationahdaprocedural dead end, it appears that Polisheoisi are
expected to simply accept the EBRD’s official deafemn that Kaufland now complies with the requissis set
out by the PNLI.

Kaufland revisited

From June 2005 to December 2006, the PNLI undertvek 30 further inspections in Kaufland’s superkets. It
found evidence of extensive non-compliance withdPoémployment law still prevailing across Kauflapalska’s
operations.

Contrary to declarations from both Kaufland and B®RD, the PNLI official inspection notethat there have
been no improvements in procedures for the recgrdind verification of working hours, overtime and
remuneration. The recording system was found tdldgous in every store inspected; employees coatialbe
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cheated on remuneration for overtime work, theyraregiven enough days off (especially Sundays) emaligh
rest between shifts. It is still common in Kauflahdiska for employees to be denied their holidays far safety
and hygiene standards to be violated.

The most shocking of the recent findings revealftéaa Polska's illegal employment of children ametlictance to
provide appropriate work conditions for pregnantwem and disabled employees.

When the Nationwide Trade Union “Inicjatywa Pracdsza” submitted an official complaito the EBRD IRM

in September 2005 regarding Kaufland's violationtbé EBRD Environmental Policy, the complaint was
dismissed on the grounds that a trade union “iohdself an affected group” and therefore doesammply with
the IRM formal procedures for filing a complgintwith the EBRD’s client openly contemptuous ofparate
social responsibility and the international finarciself displaying allergies to the principlestaednsparency and
accountability, Kaufland’'s Polish workforce effaly has no choice but to accept nineteenth cenitagking
conditions.

Gimme some more

The EBRD'’s client has been repeatedly caught bngattie bank’s Environmental Policy and the recelsicB
Book on Kaufland and Lidl in Europe shows that SatevGroup daughter companies have been jettisoning
employees’ rights all around Eurdpget the EBRD is still considering to provide tSehwarz Group with an
additional loan of EUR 100 million to help fund thepansion of Kaufland’'s operations in Romania.

The International Finance Corporation and the EBRe already fed Schwarz Group with nearly EUR 250
million® of public loans. As the evidence against Kauflanwalpractices mounts, it is about time that th&@BB
with a ‘no loan’ decision, served notice to thismmany and other violators of workers rights thathspractices are
completely unacceptable. The standard EBRD juatific for lending in such circumstances is thatheit the
bank’s influence over the client such practicesld¢de much worse. As the Polish case graphicallpatestrates,
the EBRD has no leverage over the Kaufland group.
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