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WEAVING A NEW
KIND OF COMPANY
By encouraging its suppliers to become shareholders, an
Indian retailer may become a model for the developing world

By Manjeet Kripalani

Fabindia, a purveyor of hand-woven
garments and home furnishings, is one
of India's premier retail brands. It has
reached that level in part by bringing
its suppliers inside the tent. The private
company encourages the artisans who
make its wares to become shareholders.
Selling suppliers a piece of the company

is unconventional, especially when most of the partners are
illiterate. But if it succeeds, Fabindia could become a model for
all kinds of companies, especially in the developing world.

Fabindia was founded in 1960 by John Bissell, an American
working for the Ford Foundation in New Delhi, and is now run
by his 42-year-old son, William. It has 97 stores in India's big
cities and small towns. In 2008, it had revenues of $65 mil-
lion, an increase of 30% over the previous year. And as Fabin-
dia has grown, it has come to depend entirely on some 22,000
weavers, block printers, woodworkers, and organic farmers
to provide the handmade goods it sells. "We're somewhere
between the 17th century, with our artisan suppliers, and the
21st century, with our consumers," says Bissell.

Bissell and his staff have worked with the art isanto in-
tegrate them into Fabindia and, by extension, the modern
economy. At first that meant helping artisans refine their

traditional homespun de-
signs to appeal to more chic
urban tastes as well as im-
proving the consistency of
their wares.

Two years ago, Bissell
went even further. He set
up 17 centers throughout
India, each organized around a particular region's artisanal
tradition. These centers, in turn, were incorporated as com-
panies in which artisans collectively own 26%. Fabindia en-
courages each artisan to buy shares, which cost $2 apiece—a
reasonable sum for a weaver who might make a monthly
profit of $100 from selling his woven cotton to Fabindia.
A wholly owned Fabindia company controls 49% of each
subsidiary; the rest is held by other Fabindia employees and
private investors. So far, 15,000 artisans have become share-
holders. The ownership structure is mutually beneficial for
Fabindia and the artisans; the retailer ensures it has the sup-
plies it needs, while the weavers, dyers, and so forth lock in
steady income. "We pool our effort and funds, the artisans
pool theirs, and we share the risk," says Bissell.

One believer is Mohammad Yaseen Chhipa, who dyes fab-
ric in the dusty village of Pipar in.Rajasthan and has been a.

MATCHING PRICES
TO DEMAND-IN REAL TIME

Can an ice
cream shop
charge more
for a cone on
a hot day?

Should a parking space get
costlier as the garage fills up?

Boston Consulting Group

senior adviser George
Stalk believes businesses
can—and should—charge ac-
cording to demand. The idea
builds on a longtime strategy
most associated with the
airline industry, called yield
management, in which carri-

ers shift prices as planes fill
up. The consultant, who in the
late 1980s coined the term
"time-based competition," the
notion that time is a strate-
gic weapon, thinks far more
companies could take similar
steps to match prices to real-
time customer demand. Such
moves are especially critical
following a year when oil and
commodities prices swung
wildly, he notes, and "compa-

nies couldn't change prices
as fast as they needed to."

Stalk says existing tech-
nologies such as radio-fre-
quency identification, GPS,
and wireless networks
could someday make what
he calls dynamic pric-
ing a reality. He points to
Ohio auto insurer Progres-
sive, which is expanding
its MyRate program that
offers discounts in return for



Fabindia supplier for two decades. Chhipa, 52, is a prosper-
ous man now. His yearly income has grown as Fabindia has,
from $8,500 in 1989 to $170,000 today. He owns 560 shares
and would like to buy more, but they're in such demand that
few people are selling. The artisans can sell their shares to
each other only twice a year. Although not many transactions
have taken place, there have
been enough to triple the
share price to $6. Chhipa and
other shareholders receive
dividends, too, based on how
much they produce.

As Bissell makes plans to
open 150 more stores in the
next four years, he's had to
think about how to overcome

demonstrably safe driving
habits. Customers who opt
in to the program can plug a
device into their cars' diag-
nostic ports, often situated
beneath the steering wheel.
The devices then wirelessly
upload data to Progressive
on how many miles custom-
ers travel, how fast they drive,
and other factors. Progres-
sive uses the information to
offer policyholders discounts

the natural constraints of his
business model. While offer-
ing his suppliers a chance to
own a piece of the company
has helped him lock in sup-
pliers, Bissell won't find it
easy to scale up. A yard of
khadi, the traditional cloth
worn by many Indians, takes
two hours to weave —and
right now Fabindia requires
hundreds of thousands of
yards a month. Bissell esti-
mates he might need to triple
his number of artisans to
grow as quickly as he'd like,
which would mean setting up
several more regional centers.
Maintaining the standards
of quality would be a chal-
lenge. Even if he can solve

every six months for safe
behavior and, in states where
it's allowed by law, to tack on
surcharges for risky driving.

Dynamic pric-
ing, says Stalk,
could eventu-
ally be much more
real-time, with
prices on store
shelves automati-
cally shifting up
and down based

on inventory levels, com-
modity costs, and consumer
spending habits. How cus-
tomers may respond to such

constant fluctuations—and
whether businesses will want
to invest in such technology
—are important questions.
Stalk acknowledges that the
model best fits companies
such as travel operators
or movie theaters, where
scarcity can be a factor. But
others, he says, could see
the payoff of making pricing
reflect "the economics of the
moment." -Jena McGregor
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those two problems, there's still the vexing issue of inventory
control. "The whole idea of the Japanese just-in-time inven-
tory is difficult to manage," Bissell says. "Here, it's more like
just-in-a-year."

Bissell has been wrestling with possible solutions. One idea
is to shift responsibility down the supply chain to the regional

centers. His hope is that one day they might be able to
do much more in the way of distribution, warehous-
ing, and design. To that end, Bissell has arrangedbank
credit for these companies so they have access to
working capital. And he is bringing some of the cen-
ters' employees to Fabindia's New Delhi headquarters
for basic business training. The key, says Bissell, is to
use what's intrinsic to India. "When you have an ap-
propriate structure," he says, "all the forces flow in
your direction and work with you."
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