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on January 12, 1981 Government of ingia, by promulgation of an
grdinance, introduced a new scheme of special Bearer Bonds with the
primary objective of drawing out unaccounted money and channelling it
into productive purposes. The scheme became operative from Feb. 2 and
bonds will remain on sale till April end. Since some provisions of the
scheme are still vague, a number of guestions have been raised in the
press seeking clarificatiaons about certain operating aspects of the
scheme. Also a number of articles, editorials and comments have
appeared in the press reflecting on the pros and cons of the scheme,
its technical flaws and amount it is expected to gensgrate. The fore-

casts have varied from the optimistic high figure of #&. 1,000 crores

to a low of Rs. 15 to 20 crores. Initial two weeks sales responses to the

bonds has been at most lukewarm. Given that estimates of unaccounted
money in the economy are put at Rs. 15 to 20 thousand crores, even the
most optimistic forzcasts about the Bearer send Scheme dan't envisage
more than 4 to 5 per cent share for it out of the huge market potential
tmat exists. If commercial sector standards are used Fo; compar ison,
in a monopaly market like this, where government is the sole agency
which can mop up this money, an insignificant share of this kind

would never be targeted and if achieved share is in that low a range,
the performance would be termed as ‘miseréble'. such a‘failure will be
attributed to either thé inability of the product to mee£ any basic

consumer need or else to the organizational failure in putting up an
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eFfectiye market ing programme in capturing a significant ghare of the
market. It is a pity that many of the government schemes either fail

to have any intrinsic appeal to the market or elge are introduced without
adequate thoughtrto the marketing programme that is nesded to makes it a
.SUCCESS. It is the intention of this paper to examine the relevance

of using 2 marketing programme to promate the sale of the bonds =0 as tc

exploit thegir full potential.

Broadening Applications of Marketing

Markéting has many definitions. The most commonly accepted ones
defines marketing as "the performance of business activities that direct
the flow of goods and services from producer to consumer or user." Most
professional harketers accept this definition with a modification that
the marketing activities bse carried cut "to satisfy customers and accom-
plish the nrganizational ebjectives." This is in fact the essence of
the new marketing concept. Within this perspective, however, marketing
is primarily conceived as a business activity. This view, has come under
serious guestioning and scholars like Philip Kotler have more broadly
defined marketing as "the set of human activities dirscted at facilitating
and consummating exchanges.™ Kotler, then, describes "metamarketing" as

» .

"the processes involved in attempting to develop or maintain exchange

relations involving products, services, organizations, persons, places
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or causes" and marketing is seen as a "systamatic approach to planning
the benefits to offer to a dicstinet public in order to elicit the

resourcss or support that the organization wants in returd." It is the



increasi :g acceptance of this ex-anded vicw of mar =zting which has pro-
found implications for policy makers and public administrators in India.
In this context, the "marketing managuznent function becomes a generalized
process of examining the wants, attitudes and behaviour of petential |
customers in order to 2id in the design of a dGSiredlproduct, service,
programme or scheme and in pricing, distributing and promoting it success-—
fully to the target segment. In doing this, the orgénization depends
heavily on marketing research and uses adequate maﬁagerial mechanisms

for performance measurement, feedback and control. This_expanded scope

of marketing is in no way merely an academic or theoretical exercise and
mérketing concepts, tools and techniguss have already been applied to

many social, sconomic, administrative and developmental problems. It

is becoming inereasingly clear that success of many such programmes, where
prospective clients, customers or users must be informed and psrsuaded,
depends considerably on how well the programme and its operationalization
draws on the accepted principles of commercial marketing. It is in this

spirit that bearer bond scheme is being analysed here.

A Buying Process Model

A number of 'skage' models of the buying process have been con-
ceptualifed by marketers. These models clearly suggest that the buying
pfocess starts long before the actual purchase and conssguences of the
purchase decision continue to be felt much aftor the purchase act.
Though there are many varsions cof these models, a simple model would

suggest that in his buying process, consumer normally goes through the



stages o° neced arousal, information search, evaluation, purchase decigion
and past-purchase feslings. The primary objective of ths marketing
programme, thersfore, would bz to facilitatzs the movement of the consumer

along these stages.

Though a need can be activated through both internal or external
stimuli, in the case of bearer bonds, it would_haue to be arqpsed by the
latter, which would need using some of the basic drives to emable the
consumer to connect the bond with his nesd of solving the problem of
unaccounted monay he has. The primary drive in this case will have to be
the legal action that a person may face in the event af his getting
caught with the umaccounted money he has accumulated, leading to the

Undesirable conseguences of loss in sccial status and prestige, besides

the money.

Depending upon the intensity of this need arousal, the individual
will become alert to information concerning bearer bonds and will actively
seek more information about the key attributes of the bond. He will
probably turn more to peréonal sources for sguch information, thnugh‘
commercial sources like advertising and salesmen and public sources like
press media Qill have their own role to play in influencing this infor-
mation gszarch and content.

nased on the information gathered, the consumer will evaluate
the bond in terms of its utility to him. Such an evaluation will be

baged on his perceptions of the attributes the bend pcsseﬁses, and



the importance he attaches to thise attributes. On- of the important
tasks of marketing programme will be to alter dysfunctional beliefs
about the bond, draw attention to attractive but neglected attributes of
the product and to influsnce the weights of the attributes relating to
the bond. An immediate conduct of market research to understand the
content and structu;e of the prevailing attitudes and b-liefs involved
in this product will help a great deal in developing the right type of

marketing communications and strategy.

The consumer evaluation will lead to an intention to purchase the
bond, the actual purchase decision being determined by some additicnal
factors like attitude of others towards the bond and certain situational
factors like ready availability of bard cash, convenient availability of
bonds, alternative opportunities of using unaccounted money 2t comparable

risk level, etc.

E.:n after the purchase, i .we bond buyers are bound to undargo
cognitive dissonance. According to Festinger, "the magnitude of post-
decision dissonance is an increasing function of the general importance
of the decision and the relative attractiveness of ths unchosen alter-
natives." Since the bond purchase decision is of considerable impor?ance

”
and.unchosen alternatives of using the money elseswhere are very attractivs
because of a very poar return on investment in bonds, the magnitude of
!

digsonance is expected to be high. The buyers will try to reduca the

dissonance hy selling it to som sne clse, since trading of bonds is



allowed. or else they will seek information that might support their
decision., The marketing prngrammé, therefore, will direct supportive
communications to early buyers so that they don't generate adverse words
of mouth communications or otherwise desist from holding the bonds for

- the entire period of 10 years.

tlements of the Marketing Mix

Having discussed the broad purpose of the marketing programme and
the role it can play at various stages of the purchase process, we now
‘present some specifics of the marketing programme that can affect .the
market response té bearer bonds. In this we are smploying one of the
key concepts of modern marketing thought, namely, the market ing mix.

Any variabie under the control of the erganization that can infiuence the
level of customer response is a marketing mix variable. Various attempts
have been made to develop a list of basic marketing variables. Ffrsy has
propossd that all marksting decision variables can be divided into two
factors, namely, the offering(product, packaging, price and service) and
methods and tools (distributien, personal selling, advertising and sales
promotion). Lazer and Kelley proposed a three-~factor classification,
namely, goods and services mix, distribution mix and communications mix.
stmilarf; McCarthy popularised a four-factor classification called the
four P's, namely, product, price, place and prbmotion. since product

and price aspects of beérer bonds have already besh Fbrmulated and

have to be treated mostly as given, we will use Frey's classification

of offering and mzthods and tools, as a framework for thf discussion

of the suggested marketing programmae.



Offering

Anything that is viswed as capable of satisfying a need or want is

an offering. It gan include obiecte for attention, acquisition, use or

congumption and is, therefore, not limited to physical objects.

bnnd, thus, is an offer which is expected to provide some core benufits

" to the buyer in solving his problem of managing the unaccounted money

he may have accumﬁlated_oder the years. In order to identify these core

‘benefits, we will have to examine the important physical foatures of this

offer,

1.

There uill be immunity for the possessor of the bonds from being

questioned about the source of money from which the bonds have

been acquired.

The msre fact of being in possession of the bonds will not maks the

person liable to tax, penalty, or progsecution under the direct tax

laws.

The scheme will be completely indepandent of the tax system. No

holder of the bonds will be entitled to claim any relief in any

proceeding under the direct tax laws on the ground that he has

invested some amount in the bonds.

It will not be permissible for a tax-payer to claim in wealth tax
-

agsessmant that any assets owned by him have been converted into

bonds,

Before maturity, no}one can claim that any sum credited in his

booké of account or otherwise held by him rspraesents the amount

received on the transfer of bonds.

The bearer



6. Iny=sters can bring the money received on redemption of bonds in
their books of acecount without attracting any tax liability.

T fommercial banks will be authorised te give advances within the
framework of credit control agzinst the collateral security of the

bonds.

Thus, the consumer benefits or meeds met by the bonds are :z-

1. Due to absence of any records and bearsr nature of the bonds,
investors' secrecy is maintained. )

2.  Investment in bonds relieves the individual from anxiety about
possible prosscution if otherwise detected for possessicn af
this money.

3. On redemption, money would be avallable for legitiméte buginess
investment.

4, During the life of the bond, it is possible to drau bank loans

against the bonds and legitimately invest this money in bugingess

s is.

Those ars the core benofits for which, of course, congumer is
expected to pay a price. The consumer would like to enjoy these bene-
Fits in strict confidence and would alsc like to be assured what terms
and cOnJitions of sale would not be changed to his disadvantage over
the 10 years lifae of the product. He would also prefef that sven at the
time of redemption, hisiidentity will not be disclosed so that he is

not listed as & possible target for tax investigations. It is, therefore,

recessary that redemption receipts also be besarer receipgs sc that



anyone 1N possession ot these receipts can bring back the bond procesds
to his books of account without disclosing when, how and for what per iod

bonds were held by him.

Pricing of this offer bhas been done in a manner that there ig a

substantial cost attached to enjoying the benefits that go withk it,

1. For an investment of fs. 10,000 the holder will receive E. 12,000
at the end of 10 years, giving him a return of 2 per cent simple
interest per annum which is far lass than the alternative opport-
unities nopmally ayailable.

2. - Rs. 2,000 earned on the bonds at redemption will be exempt from
income-tax and also initial investment will be exempt from wealth
tax.

3. There will be ne limit on investment in the bonds.

It is clear that investment in bonds will not occur unless bencfits
of immui.ity are highlighted and adequate confidencc is generated that
possession of bonds will not attract administrative harragsment. Consumer
indecision in the purchase of such high risk premium products is well
known and unless adequate public commitment is given that govarnment will
sEand by the promises made, many consumers, whose problem of unaccounted
money has not reached to a8 point of unmanageability, will tend to wait
and see. Since transfer is allowed, this behaviour will be reinforced,
where consumers may decide that if necessary, they can always purchase

them later from the initial purchasers. Same is true of the past
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behaviou™ of the govermment wher- peapls have come to expect gimilar
schames-éoming in the futuyre w;£h perhaps better and improved features.
Uniess this is made loud and clear that it is the lagt opportunity ang
that goveroment intends to pursue tax svaders with full vigour and

determination, respanse to the bonds will remain poar.

Aﬁother aspect of pricing is that since government. intends exchangin
Rs. 10,000 cash with an instrument which has a present value of at most
Rss 5,000 depending on discount rate ugsed, incremental sales arising out
of the uge of a marketing programme will more than pay off the costs
incurred on such a Programmae. An additional sale of Rs. 50 lakhs in bends
attributed to the use of a marketing programme will Justify a budget of
the size of As. 20 to 25 lakhg and if such an effort is made, the real
impact may be far greater. In other words, to breakeven, a budgst of this
magnitude will not require more than 500 additional bonds to ba subscribed

to.

Methods and Tools

| The two major controllsble variables available for marketing the
bonds are arrangements for its distributjon and promotional strategy used
EP inflwence the target marketh Fesponse to this offer. From all accounts
it is clear that major segment that can be persuaded to take interest in
these bonds are the top income bracket businessmen and professionals,
whose hidden wealth has reached a point of great personal stress and

strain and who would therefors like ta avail of thig opRertunity o bring
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the pr--lem down to manageable levels. If other segments like governp-
ment officials, business sxecutives and less afflusnt buginessmen and
professionals have to be tapped, additicnal products with attractive

Features for their specific needs will have to be designed.

Distribution

According to the announced arrangements, the bonds are going to
be made available for subscription at the offices of the RBI in 19
major cities of the country and in all branches of the SBI, with effect
from Feb. 1. while coverage achieved through these channels may be
adequate from availability and customer convenience point of view, the
heeds of confidentiality will not be satisfactorily met through these
arrangements. If commercial sector can use a multiplicity of banking
channels for much smaller sized share and debenture issues, why should
distribution of these bonds be restricted primar ily to SBI brancghes
is not clear, O0n grounds of secur ity needs arising out of a strictly
cash transaction, fear of black-mail if such transactjon is dome with
strangers, and the psychological confidence one gets in dealing with
known bankers for such deals, it would be far better if all banks are
alluueq'to'deal in bonds. It is highly unlikely that a person dealing
Jith 2 branch of Bank of Baroda will feel comfortable. im going to an
581 branch, with which‘he has nc dealings, for the purchase of a bond.
Mot only all or most banks should be thg outlsts for such sqbscripticn
but in addition banks should comz out with the necessary facilitiecs so

N
that the deal can be transacted in confidentiality, preferably in ihe
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manager's private cabin at perbaps immediately bzfore or aftar the
banking hours, .IF people are not willing to buy 'Nirodh' at their
favorite geoneral gtore in the praesence of unknown store customers, it

is highly unlikely if the behavicur would be much different in the cose
of an equally sensitive and perhaps socially more suspicioue product

like a bond. One may even suggest the extengicn of the channgl to
private agents like stock braokers, insurance and UTI agents, stc., so
that it is possible to subscribe to the bond in the comfort and privacy
of the home with a'person whom you trust and who is khown to service yOou
in your finangial matters. A commission of 8. 50 per bond to such agents

may be a reasonable incentive to generate adequate additicnal subscription.

Promot ion
Advertising will be the primary element in the promot ional strategy
and would be aimed at moving the consumer thr ough different stages of the

purchase process. The major objectives of the advertising strateqgy would

be s

1. To highlight the product benefits based on consumer evaluations
of the attributes; as discovered through market research.

2. To motivate prospects into investing in bonds through a balanced

+ Use’of rational, smotinnal and fear appeals.
3. T2 provide information so that scope for rumours and misintér—
pretationg is limitled and communications strategy dirgcts thg
nature and content of interperscnal communications generated

in the market,
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4. To creatg confidence in the market that praoduct promise is genuine
and government publicly stands bahind the commitment,

5. To give dirgetion toc the consumer as to where and how to buy bonds.

6. To firmly state that government means business and is destermined to
attack the problem of tax svasion and unaccounted mongy very ser-
icusly and that this is the last such opportunity. OF course,
promise sc made will have to be kept.

7 To reinforce the choice of the buyers that they haye taken the

right decision by using supportive appeals.,

Creative communicationsg have to bs developed in a manner that there
is balance between fear and firmress and people are made to act now and
here. Considering the characteristics of the target market and the needs
of communications, TV appears to be one of the most effective media far
both reach and impact. As a2 govermment owned medidm, it will have the

additionsl plus in confidence and credibility,

An extreme care has to be taken that in communications strategy
product is not presentod as a 'reward! to tax evaders for their acts of
commission in the past so that honest tax payer is not mads to fesl
like a 'éyckérf. It is important that public agencies must fully
reéognize the possible side effects of guch schemeg and make it one
of their explicit object}uas to educats the public.on the rationalg
around which such schemes are developed. Honest tax payers should be
mads to appreciate that in real terms bearsr bond is only a delayed

' k!

rayment of incame tax on the past incumes since the buyer will ba

jetting only 40 to S0% of money paid by him in pregent value terms.
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summine up

A question may be asked if it is appropriate for professionals to
advocate marketing of a product, which has been termed by many as un-
ethical. To us it appears as ethical or unethical as working for a
ﬁrewery or a tobacco comparmy. It depends on yhat side of the_coin ong
is looking at. To the extent we intend making bearer bonds available
in the market, for unaccounted money holders to subscribe to them, using
a systematic marketing approach to exploit thoir full potential, so that
maximum amount pogsible can be gengrated through this instrument, makes
it no more unethical than what it already is. If marketing the bands
can mop up even 20% more money than what it would do without the

marketing, we would have served our profession well.

We must accept that programme developed here is somewhat sketchy
and many more aspects have to be thought through but we belleue it is
an idea worth exploring. If government of India agrges to 'buy' this
idea and is willing to CDmm?t‘ruSQUrCBS for this purpose, it is not
difficult to put together—a team of marﬁeting and advertising profess—
ionals who would be quite willing to devots their time and expsrtise in
this challenging and interesting social cause on a purely voluntary

basis.

L 4
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It is also important to realise that bearer bond scheme has a vary
limited objective and ig in no way expected to attack ths raot of the
problem. Unless an integrated programme of dealing with the basic problems
'is evolved, success of such limited purpose ingtruments like the bearer

bonds will always be questionable.



