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Your kirana shop owner next
door is the new retail king. The
big e-commerce boys such as

Jio Mart and Amazon are wooing him
not only to become their partners for
last-mile delivery but to also buy and
procure more from their wholesale
operations or business market place.
They want him to be a partner on their
digital e-commerce platforms and also
offer credit support.

B2B retailers are also getting into
the act. Udaan is promising the small
retailer delivery of an array of food
and non-food products at attractive
prices directly from the manufactur-
ers, cutting out the middlemen, at
their doorstep in quick time. Metro
Cash & Carry, one of the earliest for-
eign entrants in retailing, is helping
them modernise and digitise their
stores so that their revenues go up. It
is even offering e-bookings and deliv-
ery of products at their doorsteps
through a digital platform, rather than
they having to travel to Metro ware-
houses. Start-ups such as Pine Labs
are offering point of sales (POS) solu-
tions and KhataBook is giving them
short-term credit lines.

Why this renewed focus on the
kirana? “The market is huge. India
has around 25 million small retailers
and 90 per cent of the retail market is
dominated by them. The B2B market
is around $780 million, of which e-
commerce penetration is less than 1

per cent, so there is a huge market
waiting to be tapped to supply the
small retailer,” said Sujeet Kumar, co-
founder of Udaan.

The strategy is simple. At the back
end small retailers have between five
and 15 procurement agents. Jio Mart,
Udaan, Metro Cash & Carry and others
are looking at grabbing a larger share of
those transactions by supporting
kiranas with services.

Metro, for instance, has over one
million kirana shops using their plat-
form. Arvind Mendiratta, MD and
CEO, said, “Our aim is to offer the
kirana shop owners services and tech-
nology by which three things happen
— he can increase his revenues,
increase profits and reduce inventory
so that he can improve his cash flow.”  

To achieve these objectives, Metro’s
Smart Kirana programme has roped
in 2,000 retailers, upgrading their
stores in 48 hours and offering them
tips on product placement and dis-
play. It also offers POS machines at a
nominal cost so that they are digitally
connected. Mendiratta said kirana
that have modernised have seen sale

jump 30-40 per cent.
Metro has also brought over

100,000 retailers on its digital platform
by direct deliveries to the stores, which
increases convenience and helps
kirana halve inventories from six or
seven weeks because they can now
order online four or five times a day.

Udaan operates in the same space
as Metro, selling products to three
million small retailers (of which half
are active on its digital platform)
directly from manufacturers. By cut-
ting the distribution layers, Udaan
says it can save three to four per cent
as middleman commissions that they
can pass on to the retailer. It also
offers them credit lines through its
own non-bank finance company and
tie-ups with others based on their
requirement (it has disbursed about
$1 billion in short-term credit).

To ensure distribution to the store
on time, it has over 200 warehouses
(10 million square feet) in 900 cities,
and plans to increase space five-fold.
Kumar said the Covid-19 lockdown
helped small retailers gain trust in
their platform because Udaan could

supply goods when other distribution
chains failed.

But the average transaction size for
kirana at ~4,000 is still small. Kumar
said Udaan’s challenge is to increase
this or get a larger share of the retailer’s
pie. But the $280 million of new fund-
ing just a week ago should help.

Others such as Jio Mart (which is
already in 200 cities offering 45,000
stock-keeping units [SKUs], mostly in
grocery and foods) want to straddle
the supply chain. They have one fun-
damental difference with Metro and
Udaan — they also want kirana to be
their last-mile delivery partners.  

So for backend delivery Reliance is
leveraging its acquisition of Future
Group (when it is com-
pleted, pending a chal-
lenge from Amazon) to
control over 17 per cent
of the country’s organ-
ised retail revenues and
negotiate better terms
from the manufactur-
ers. It also has a large
range of its private
labels that kirana stores
can sell because of their
lower price. Jio Mart is also offering
not only a POS machine, but invento-
ry and working capital management
and credit. Its tie-up with WhatsApp is
designed to make the interface even
easier for the retailers to do business.  

Insiders say last-mile delivery
accounts for over 16 per cent of overall
delivery costs; this would drop to a
third if it is shifted to the kirana store,
earning the latter a commission as
well. To enable this, the consumer’s
orders have to be mapped to the near-
est kirana store that can deliver the
SKU if it has it or buy it from Reliance
Market. Of course, it will still be a
hybrid model and Reliance will con-
tinue to deliver products directly to
the consumer.

Amazon has a similar model but is
ahead of the curve. For instance, for
the last-mile delivery, it has the “I have
Space” programme covering 28,000
small retailers to deliver products with-
in a 2-4 km range. An Amazon
spokesperson says this helps supple-
ment their income by ~12,000 to
~15,000 a month.

In April last year, Amazon took
another big step by bringing offline
retailers on the Amazon online plat-
form. Amazon spokesperson says it
has roped in 22,000 small retailers in
400 cities to showcase products on
the platform and fulfil the orders
themselves.

The company also runs Amazon
business marketplace
— which has over
300,000 sellers offer-
ing wholesale prices
and covering over 99.8
per cent of the coun-
try’s pin codes — from
where small retailers
can order for delivery
of their SKUs. The
buyers get GST invoic-
es and can save up to

28 per cent on their B2B purchases.
Amazon also offers credit lines
through banks and NBFCs upwards of
~25,000 at 10.5 per cent interest.

But retail experts say the bid to
include kirana is a slow and arduous
process. For one, small retailers are
chary about integrating digitally
with larger players on grounds that it
will give them access to their cus-
tomer bases.

Also, there is growing competition
with a bevy of players putting in mon-
ey and fears that Jio with its financial
muscle could take a large part of the
pie. But Kumar is not worried. “The
market is so huge that there is space for
3-4 large players to operate, we have
just scratched the surface,” he says.  
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Netflix Inc would like to thank
you for attending its cash bon-
fires over the years but says it’s
time to go home now — and
watch more Netflix. The
streaming-video company
stunned investors Tuesday by
announcing that it’s “very
close” to becoming a true cash-
flow-generating company and
that it no longer needs to bor-
row to finance its day-to-day
operations. 

This revelation, which came
in the release of fourth-quarter
results, is significant because it
would seem to firmly rebut the
biggest longstanding
argument against
owning Netflix shares
— that the business
can’t sustain itself.
After all, this is the
same company that
burned so much cash
in 2019 — more than
$3 billion — that its
logo should’ve been a
flame. At the time, Walt Disney
Co’s film studios were earning
that much, while its theme
parks and other vacation-ori-
ented business lines were
pulling in more than $6 billion
in operating income.

But Netflix’s strategy —
spending heaps of borrowed
money to produce future pro-
gramming — left it remarkably
and uniquely prepared for the
Covid-19 crisis. While Holly-
wood productions had to shut
down and other media compa-
nies grappled with the resulting
content shortages, the backlog
Netflix had built up allowed it
to release hit after hit through-

out lockdowns. It’s also plan-
ning to release a new movie
every week in 2021.

Meanwhile, Disney and oth-
ers have substantially shifted
their focus to streaming as the
pandemic bludgeoned their
top businesses, leaving movie
theatres, theme parks and
cruise ships desolate.

Despite all the new compe-
tition and Netflix’s recent price
hike, the service managed to
add 8.5 million subscribers in
the fourth quarter, a couple mil-
lion more than analysts were
expecting. Those new users are
predominantly outside the US.
The stock surged 14 per cent in
after-hours trading, giving

Netflix a market
value of nearly
$250 billion.
Investors were
likely just as gid-
dy about the
prospect of the
company buying
back stock in the
future, as its
report signalled.

Even though consumers
are bouncing around trying
out different services, many
are re-subscribing when there’s
new material to watch.
Roughly 40 per cent of
Netflix’s “new” members in the
final three months of the year
were customers who had paid
for the service in the past,
according to anonymised cred-
it-card transaction and email
receipt data tracked by
Antenna; re-subscribers also
accounted for 45 per cent of
Disney+ sign-ups in October,
when season two of The
Mandalorian came out.

BLOOMBERG

Netflix gets to say
‘I told you so’

When the billionaire investor
Ray Dalio recently predicted
that the Chinese renminbi

will become a global reserve currency,
the world took notice. It’s a prediction
that the Chinese government has
encouraged through its own efforts.
The question now is whether the com-
ing “Year of the Ox” will bring the
decisive shifts needed to position the
RMB to fulfill policymakers’ ambition. 

Like a beauty pageant, the contest
for reserve-currency status is one of
relative attractiveness. International
traders and investors must decide
which among the currencies available
to them is most convenient to use, is
supported by the strongest financial
system, and — perhaps most impor-
tant — enjoys the backing of a trust-
worthy sovereign. What is new today
is that both of the world’s major sover-
eigns also seem to be competing to
reduce their own trustworthiness. 

Relative attractiveness is difficult
to quantify. But underlying this con-
cept is one factor that can be meas-
ured precisely: the size of the issuing
country’s economy. As the economist
Paul Krugman explained in a 1984
paper, “The currency of a country
which is important in world markets
will be a better candidate for an inter-
national money than that of a smaller
country.” In other words, a globally
dominant economy is the “hardware”
for an international reserve currency.

China, clearly, has the necessary
hardware. It has been the world’s
largest trader since 2013, its economy
is now larger than that of the United
States in purchasing power parity
terms, and soon it will pull ahead in
terms of market exchange rates, too.
For these reasons, one of us
(Subramanian) pointed out a decade
ago that the renminbi would come to
rival and eventually eclipse the dollar.

Since then, China has made great
progress in boosting the renminbi’s
relative attractiveness. Its economy
has continued to grow much more rap-
idly than US GDP and emerged more
resilient from the Covid-19 crisis. Its
central bank has started developing
and testing a digital currency. And its
“Belt and Road” clients across the
developing world are beginning to use
the renminbi in their growing trade
and financial transactions with China. 

But the dollar has proved stub-
bornly resistant. As Gita Gopinath,
the International Monetary Fund’s
chief economist, and her colleagues
have shown, an overwhelming pre-
ponderance of trade continues to be
invoiced in dollars, and the dollar still

plays a prominent role in cross-bor-
der funding as well.

A key reason for the dollar’s
resilience vis-à-vis the renminbi is
that America’s economic hardware is
complemented by powerful software:
all of the intangible qualities that
underpin investor confidence — not
least a strong banking system backed
by a reliable sovereign. China still has
a long way to go in these areas.

To build trust in its financial sys-
tem, China needs to shore up its high-
ly leveraged, overextended banks.
After that, it should remove its capital
controls and ensure greater trans-
parency so that investors can enter
Chinese financial markets with confi-
dence that they know what they are
buying. Chinese authorities then
must commit to keeping capital con-
trols lifted, so that investors can be
confident that they will always be able
to move their money out of the coun-
try. None of this can be accomplished
quickly, and convincing investors that
the changes are irreversible will take
even longer still.

Next comes the task of
building confidence in
the sovereign. China will
need to convince other
countries that it is and
will remain a reliable eco-
nomic partner. This will
require even more time
and effort, especially giv-
en that the Chinese gov-
ernment has been mov-
ing in the wrong
direction. China may
have helped negotiate the recently
agreed Regional Comprehensive
Economic Partnership, but it has also
used trade sanctions as a form of
political punishment against one of its
main trading partners, Australia. 

Moreover, China has been crack-
ing down on free speech and democ-
racy activists in Hong Kong, with
scant concern about the implications
for the city’s standing as an interna-
tional financial centre. It has also act-
ed punitively against one of its lead-
ing financial-sector entrepreneurs,
Alibaba founder Jack Ma, while 
publicising a new “dual-circulation”
development strategy that unmistak-
ably signals an inward turn for eco-
nomic policy.

To be sure, the US has raised ques-
tions about its own reliability as a
financial partner, particularly under
President Donald Trump. For exam-
ple, the Trump administration’s sanc-
tions against Iran prohibit US banks
from dealing not only with that coun-

try directly, but also with any foreign
banks that operate there. As a result,
other countries — including many US
friends and allies — now recognise
how vulnerable they are to US unilat-
eral action. While the dollar’s domi-
nance provides convenience, it now
comes at a high potential cost — so
high that Europe had to scramble to
create its own cross-border clearing
mechanism for trade.

More recently, the Trump adminis-
tration has again taken direct action
against China, ordering that US 
financial institutions and investors
cut ties with certain state-run Chinese
firms and that three Chinese compa-
nies be delisted from the New York
Stock Exchange. Chinese authorities
have since been planning a response
to protect Chinese companies from 
the slings and arrows of US financial 
dominance.

It is not clear which country has
done more to undermine confidence
in its own software, so one should not
confidently assume that the dollar’s
reign is unshakeable. China could still

win the reserve-currency
contest, either because
the renminbi becomes
more attractive, or sim-
ply because the dollar
has become less so.

Moreover, it is worth
remembering that histo-
ry is not on the dollar’s
side. The late MIT eco-
nomic historian Charles
P Kindleberger famously
predicted that “the dollar

will end up on history’s ash heap,
along with sterling, the guilder, florin,
ducat, and if you chose to go way
back, the Levantine bezant.” 

It is an open question whether any
decisive transition from the dollar to
the renminbi will begin this year. But
when it comes to the long term,
China’s rulers are confident in their
currency’s prospects. They already
seem convinced that their hardware
will prove attractive, regardless of the
shortcomings of their software. The
not-so-subtle message to the world is
that, regardless of what China does,
the renminbi will rule.
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