Case Abstract

This case study describes the MAS Women Go Beyongdiayee empowerment
program that was initiated by MAS Holdings, a Sankan intimate and active
apparel manufacturer. Starting in 2003, the GooBdyprogram was implemented at
MAS apparel plants in Sri Lanka, India and Vietnemprovide career development,
health and lifestyle education, awards and locahroonity development programs
for MAS seamstresses.

The majority of apparel industry workers are woraed 92% of MAS employees are
female. In addition, Sri Lanka is a challengingebfe a multinational enterprise due
to its low per capita GDP and ongoing civil coriflicOver the years, in response to
these circumstances, MAS plants have provided patetion to work, free meals,

banking services, English and computer classes sapgorted local schools and
hospitals.

Before the Go Beyond program, the variety and fogdf classes and community
participation were at each plant manager's dismmeti Go Beyond created a
framework to standardize, improve and track thelte®f the employee programs at
each plant, with a particular focus on women’s éssuPrevious to the launch of the
Go Beyond program, the company had a “MAS Staridafdcorporate practices
which explicitly lists the Global Compact Principleand the UN Charter of
International Human Rights as guides for the comijsaconduct (see Annex). The
Go Beyond program identified where the Principlesravalready in place and
improved their application in other areas. In jgatar the Go Beyond program
emphasizes Global Compact Principle One, that ‘iwitheir sphere of influence,
businesses should support and respect the prateofionternationally proclaimed
human rights.” Special attention is focused onritlets and treatment of women. In
this regard the program emphasizes Principle Rive:effective abolition of child
labor, and Principle Six: the elimination of disonnation in respect of employment
and occupation. As a result, the Go Beyond @nogconverted a company culture
of “doing the right thing” into a systematic efforot only to avoid abuse and
complicity in an industry known for labor violatisnbut to actively promote human
rights.

MAS also faced increasing competition due to theewtin of apparel manufacturing in
China after the end of the Multi-Fiber AgreementFA). Prior to 2005, many textile
and apparel manufacturers spread their productietwden plants in multiple
developing countries in order to take advantageingfort quotas in developed
economies. After the MFA expired, apparel retaileeduced the number of
manufacturers and locations used for sourcing thewds, which resulted in an
increasing concentration of manufacturing in China.

As a manufacturer for major retail brands, MAS waasitive to its clients’ need for
ethical and transparent sourcing in order to ptoteeir brand reputations. MAS
management was also encouraged to develop Go Beyormtder to turn its
“sweatshop-free” reputation into a competitive atdage that differentiates it from
other apparel manufacturers.

Company Profile



Founded in 1986, MAS Holdings operates 34 intineatd active apparel, fabric and
accessories plants in 7 countries from its headesarin Colombo, Sri Lanka,
employing 36,000 people worldwide. The company uf@ctures bras, panties,
briefs, sleepwear and athletic wear along withtelagabrics, lace, hooks and other
accessories.

In 2006, MAS’ revenues were US$693 million anavéts the second largest apparel
manufacturer in Sri Lanka’s. Average annual reeegrowth is 20-30% each year.
In addition to international safety and productivéwards, MAS won the American
Apparel and Footwear Association’s Excellence ii&oResponsibility Award for
Women'’s Issues.

MAS is the largest supplier for Victoria’s Secrewfied by Limited Inc.) and it is
also a major vendor for the Gap, Marks & Spencéte NSpeedo and Reebok. MAS
was founded in response to an opportunity to forjoiat venture to manufacture
women'’s dresses with MAST, a subsidiary of Limited, which owns Victoria's
Secret. At the time, MAS switched to intimate ajgbgroduction because lingerie
was still a quota-free product, it was difficultrtenufacture and was not produced by
any other Sri Lankan company. Since then, MASkhak more joint venture plants
in partnership with MAST, Triumph, Brandix Interiatal (another large Sri Lankan
apparel company), Sara Lee Courtaulds, Brandotriatenal and Stretchline Global,
a UK elastics company.

The Setting for MAS Women Go Beyond

Labor Rights and the Satus of Women in Si Lanka

The International Labour Organization has obsertleat sweatshop abuses are
common in the apparel industry. This includesnigirchild laborers, overtime work
without pay, unsafe facilities and denying work#rs right to collective bargaining.
These conditions have been attributed to the separaf apparel branding from
production which is increasingly located abroad #rereliance on underage, female
or migrant workers.

Child labor has been curbed in Sri Lanka and theimmim statutory age for
employment in the apparel sector is 16. MAS vdufyt maintains a minimum age
of 18. Sri Lankan employers are required to cbnte 3% of salary to a trust fund
which employees receive when they resign and 8%alafry goes to a Provident Fund
which employees receive as a lump sum upon retimemdfter five years’ work,
employees also receive a ‘gratuity’ payment of #-fm@nth’s salary for every
completed year.

In Sri Lanka, 85% of the textile industry workforce female and approximately
350,000 women work in factories. Sri Lankan wonteaditionally do not work
outside of the home, but high unemployment in raralas and displacement due to
the civil unrest make many young women the primarysole breadwinner in their
family.



A well-known stereotype is the “Juki Girl”, a woman her late teens or early
twenties who moves from her rural village to theeftrade zone and works on a Juki
sewing machine in a garment factory to send mormyeh Living in dormitories
away from their families, Juki Girls do not necefigahave access to nutritious
meals, reliable transportation or banking servioesave their earnings. They are also
vulnerable to sexual abuse.

Civil War in i Lanka

A civil war between the separatist Liberation Tigef Tamil Eelam (LTTE) and the

Sri Lankan government began in 1983. About 64 08fple have been killed in the
conflict and 800,000 were displaced. A ceasefias declared in 2002. However, Sri
Lanka’s foreign minister, an ethnic Tamil, was asgsated in August 2005 and the
conflict re-escalated in 2006.

The war has devastated the Sri Lankan economylLaBka’'s GDP per capita is $965
per year. However, compared to developing counwiéis a similar income level, Sri
Lanka has a higher literacy rate, longer life exgecy, and lower infant mortality.

Corporate Social Responsibility at MAS

History

When the Amaleans founded MAS, they were concerabdut avoiding the
sweatshop model of production. They installed @nditioning, free company
canteens and ample bathroom facilities and budlhtsl in rural villages, rather than
locating in the free trade zones. MAS did not reguworkers to take pregnancy tests
and instead provided special attention and extralsndéor pregnant women.
Furthermore, while the company does not have forum&ns, MAS workers elect
representatives to Joint Consultative Committeasriieet monthly with management
to discuss workplace, customer and community issues

Each plant created its own educational programs @apeall employees. One plant
offered English classes, reproductive health wargshand leadership training.
Another was known for its athletics programs, emiplg and subsidizing the training
of national, international and even Olympic levehletes. Maternity clinics,
vaccinations and personal hygiene programs werermom At one plant, the senior
executives donated their own money each monthdbbege scholarships for village
children. After the tsunami, employees raised mgoaad spent their weekends
building homes for displaced people. All the plamétd Parents Days when workers’
families could visit, tour the plant and meet thaenmagers.

In general, these programs added 3-4% to costsshwives compensated for by
employees who embraced the company culture, higieductivity and lower
downtime. A senior manager estimated that a 1¥ease in efficiency or decrease in
absenteeism added $200,000 to the bottom line. 3Phespent on CSR programs
generally increased efficiency by 5%, which equaekl million gain in profit.

Developing Go Beyond

In 2003 MAS reformed their Corporate Branding artcategic CSR Department.
The Department proposed that MAS systematize itpleyee and community
programs and begin to brand itself as an ethicalufeaturer. MAS subsequently



examined the best practices in each plant and oleeela four-point framework of

Career Advancement, Work-Life Balance, Rewardingdlience and Community

Activation (see Annex). As a standard, each pitet offered English and IT classes
and financial management seminars. The Colombigeofff J. Walter Thompson

advertising created a name, logo and image forndae program that had to be
translatable into different languages, simple dmatts but meaningful.

MAS Women Go Beyond was launched at 17 apparetpianSri Lanka over a six-
month period, excluding elastics and accessoriaebs @her supply-side factories
which had a higher ratio of male employees. MA&ted a new position to promote
the program internally to plant management and estk The promotional materials
included posters, stickers and newsletters in Batglish and Sinhala, presentations
by noted guest speakers with singers and dancai\&n a short film. In 2004 each
plant also selected a staff member to be a “Go Beéyohampion” and supervise the
program implementation.

Outcomes

Internal Effects

The reorganization of the plants’ employee prograrts the Go Beyond framework
proceeded from June 2004 to May 2005. The impleatient team launched an
external Go Beyond web site in October 2004. Basedthe program impact
measurement framework that was developed in Jull42@he plants held 290
programs in the four areas and reached the averadeer 3.7 times in the first year.

At the end of 2004, a female employee was selefrtmtt each plant to be an
“Empowered Woman of the Year”. For the winners, $MAeld a gala awards
ceremony with dancing troupes from each of the tplaa fashion show of MAS
apparel and award presentations by leading Sri &margublic figures and business
people.

To benchmark the program, MAS hired an externaassh company in May 2006 to
survey 2000 managers, supervisors and workers aheut awareness of the Go
Beyond program. 90-92% were generally aware of ghegram and 63% of

supervisors and 61% of workers knew specific pnoggmals. After two years, 40%
of workers said that the program is making a genulifference but the remainder
said they have not been affected directly yet. 7@%managers agreed that the
programs clearly differentiated MAS from other canjes in Sri Lanka as well as
those in China and India.

Over time, Go Beyond was rolled out to plants ididnand Vietnam. The Go Beyond
Champion network now has 200 members who lead teaeech plant which include
finance managers, production managers and the Gon8eEmpowered Women of
the Year award winners.

External Effects

To choose the “Empowered Woman of the Year”, MASited local women’s
activists and media representatives to participatehe selection process. This
exposed the program to scrutiny from local medi@ MGOs. National newspapers in
Sri Lanka wrote a series of articles featuring @ Beyond winners. Afterwards,



MAS’ help was sought by the Sri Lankan governmentoider to start a similar
program nationwide.

Several MAS business partners donated funds tmgttren and enhance the Go
Beyond effort. The community aspect of the prograrompted Gap Inc. and
Victoria’s Secret to donate funds towards their awitiatives recognizing women
entrepreneurs in MAS plant communities. Gap Iremmitted $150,000 for three
years to fund the Gap Go Beyond Program in Sri han& be expanded to other
countries once the program is operational. Coded programs are also in
development with Victoria’'s Secret and Marks & Sgem These awards for
businesswomen were the initial stage in developstigitegic corporate social
responsibility projects that MAS has co-brandedwi# customers.

The Gap Go Beyond program has two phases. Thestage is to support academic
talent and provide sustainable development edutaticstudents in grades 10-13 in
communities where MAS business units are locaf#te curriculum is based on the
Youth Xchange program developed by UNEP and UNES@@ducate youth on
sustainable development and consumption. The ano@iso provides a grant for the
best qualified female university entrant in theestdd communities. In October 2006,
MAS started the annual Gap Go Beyond Schools Swsiaity Awards to reward and
recognize the most effective sustainable developimreject.

In the second phase, the program works with twaameations in Sri Lanka to
develop a prototype for an eight to ten day cestibn program for 20 to 25 women
who have demonstrated entrepreneurial ability.

Unilever Go Beyond is a co-branded two day progcatted “Getting More out of
Life” that is presented at the plants as part ef ibgular Go Beyond framework. It
includes one day of health and hygiene educatiahcae on personal grooming and
confidence building. Unilever funded the salariéshe university lecturers, medical
faculty and beauticians who teach the course, wbarittludes with an examination
and a certificate of completion for the particigant

Ethical Sandards and the Future

MAS management hoped to differentiate the stratagie of corporate social
responsibility from general philanthropy. The phihropy and community giving
continued to occur at the plant level. At the camplevel, the Go Beyond program
created an opportunity for developing a MAS braadstep not usually taken by
contract manufacturers. MAS began talks with G&pto put Go Beyond “ethically
made” tags into the clothes that MAS manufactuoedte Gap, right next to the Gap
branded labels. If the initiative is implementedwill create a closer vendor-client
relationship between MAS and the Gap, and also apfme socially responsible
consumers.

Conclusion: Tools for Ethical and Strategic Change
The implementation of the Go Beyond program regujpeogram design, technical
and relationship-building capabilities. The programas based on MAS’ own best



practices as measured against the apparel indasttymore importantly, against
international labor standards. The implementatidso included frameworks for
measuring results, benchmarking and subjectingtbgram to external evaluation.

Operational excellence and production efficiencyeMgaseline conditions for MAS’
ability to commit new resources to Go Beyond. Beawvel executives and managers
across all functions, not just personnel manageese committed to implementation.
Furthermore, MAS was eventually able to combinedsources with outside funds to
continue to develop the program.

[Taking the initiative to create a standard credtes risk of being copied and
surpassed by one’s competitors. MAS hopes to atead through the use of co-
branding and ethical codes of conduct that lentiegcy to the Go Beyond program.
This increase in visibility means that any futuréssteps are more visible to the
media, NGOs and public. However, the establishnoénan ethical standard for
apparel manufacturing forces factories elsewhesgpémd more to meet the standard,
which reduces their cost advantage relative to MAS.Go Beyond becomes an
apparel industry standard, garment workers worldwidll benefit from better
working conditions.]

MAS'’ close relationships with its clients allowed ®@eyond to become a strategic
opportunity for growth as well as improving workiognditions, which increased the
sustainability of the program. By communicatingthwiworkers in their mother

tongue, allowing them to participate and be rewdydee benefits provided by the
program became an expected norm in the relationflgpveen workers and

management. The inclusion of media, governmentNB@®s created a network not
only for support, but for constructive critique antgbrovement.



Annexes
MAS Standard
Go Beyond Framework



Background Information

This case is based on interviews and data collfotedn INSEAD case studyAS
Holdings: Strategic Corporate Social Responsibility in the Apparel Industry,
European Case Clearing House, 2006) and an aatiddat MAS Holdings fokorld
Business magazine (“The Ethical Bra”, October 2006). IdyJR005, an INSEAD
research team visited MAS headquarters in Colorfibol.anka and MAS plants in
Pannala, Horana and Hanwella, Sri Lanka to interniganagers and plant workers.
The visit was funded by a grant from the INSEAD R&Immmittee and ground
transportation and clerical assistance in Sri Lawesie provided by MAS. Other
interviews included representatives from the Colondifice of the International
Labour Organization, Clinch (Sri Lanka), MAST/Limd Inc., Gap Inc. and JW
Thompson Advertising (Colombo). Follow-up reseancbluded phone interviews
and in-person meetings in Fontainebleau, Frandéowvember 2005, March, August
and October 2006.

This case was prepared in December 2006/January B§ONoshua Watson, a
doctoral student in management strategy at INSEABantainebleau, France. Prior
to attending INSEAD, Ms. Watson was a reporteratihe magazine in New York.

She can be contactedraishua.watson@insead.edu

Other Sources
De Silva, K. M., “Reaping the Whirlwind: Ethnic Citint, Ethnic Politics in Sri
Lanka,” Penguin Books, 1998.

Esbenshade, J., “Monitoring Sweatshops: Workerspns@mers, and the Global
Apparel Industry,” Temple University Press, 2004.

Kelegama, S. and K. Parikh. “Political Economy ab®th and Reforms in South
Asia,” 2000.

Nordas, H. K., “The Global Textile and Clothing tredry post the Agreement on
Textiles and Clothing,” World Trade OrganizatiorcBzariat, 2004.

Tennekoon, R., “Labour Issues in the Textile andti@hg Industry: A Sri Lankan
Perspective,” International Labour OrganizatiolQ@0



