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Nevo and Wolfvam (20920 - WV\U& do  wanvtacturers  iggue coupons P n umrir\'cﬂ\ qm‘\?is of bMB\lL'Q‘:Bé cerenls.

The question  this puper Evies b0 answer G5 thab TWhy do mang fucturers issue  covpovs 7 M the
wl.h‘ov\slv\ip betwten shelf prices  and Many factovers! Coupons for 0s ve,mdua,-fﬂ-e,qt (RTE) beealfast  covenls.
They vt & theee - dimonsional  panel  daty et with iafovmation on shelt prices and  available covpons fov 1S
R1E  brab fast  coreol Pvadu(lfs in op ko €5 cities fov sy e‘umrtev from  the beginning of 1agq  until
the wnd of 1992 Taey a0 constder wavious patterns of coupons  acvoss brands | cittes | and ktme . In ovdwr b
evalvate the dynamic \\N\Pmc{ of  cupons . theoy examive vector  auto- rgressive  (VARY  rode by 3&'\'»\“"\} daty
fom two moanm sources. The cereal pece data wert obtained from the 1R1 Tnfoscan Doto Base ot  the universit
of  Connecticnt  and wupon  data wovt obtained from  Promotion  Tnfovwation r\omu%n,mwt (PIM), In the cquation
{\\u)_ set  SHELF PRICE pet a5 the depuaciont variable which s the Mg shelf pricg fov coreal vand b i citﬁ ¢
»{uv\'w:Jb ﬁqu{ev b oomd DOLLARS OFF bet is the expected valne of the coupon 4vailable for cureal brand b i c\'l-.n ¢
o\uﬁn1 quavter t. T\\u} also inclde the bramd- fixed ofects T vary b\,} qi‘to& C¥he) c(t\?{. fixed offects to vy
acvoss  quavters (dut\' and  the quartey effects bo vary b\} brand  ( J0T) The wesulls show that hoth '\ase\ﬁve.
covrelation loetwgenm prices and coupoms and the  dynamic resolt 5./339,5{ that neither sbabic vor intevtewmpoval
Monopaly price  discrimination considevations are  prodaminant | Maeover, the wrfical rlationship  betweon

ttrw\\ quu‘ra\cturus qv\d ntv\'\lws avy. [ess iw\eovtav\t

1 ik the  question s iv\*om{in} enough P pesple  who amsume cereal as their breal fust  bot may
be a0l for wme Lon the other havd | 1 8;’( the price stvahm_ o the udw\rhs(mé ?Yomatibv\ thal  many facturers
or reLailers decide  to ‘\dnft m o a differeat type of Prnt‘luct and  other fyctors {441\} should  fulee into
accownl. Im  this qunw'ﬂ\tovies of price discrimination and  the vevtical velationship betweon yanvfacturers
omd  vetailers  ty find  the  evidewmces to Support the papers 1vas‘qon,l i le W\u} mdu?t the q\l?ro?f\tﬂ‘t
model for the scopt of their studg  WE exawine iy the elabionship betwoem thelt prices  and covpon
vrclde  the othey significant factor Nt gasticily of dumand. This ke the reslt may not b onvincing
muu«?{\,\ | wheveass , the st cqn be wore bemefitial extemsion to othey w the futuve because Fhey show
thal  the Coupons ot driven lu,)f some  combination of 1) StYaTcaic inforactions betwver,  vmany factuvers ) 2)
inCom tive s givon to the peorle within  fitms  who malie  decisions  abal Coupons | and  3) e effects of Coupoms

(1) \trtm& PUTLhMCS. So\ these :Mfort&mt ivv\(.!lgvv\-w\tb\tl'o\« can  be use o5 the souvce O‘F -[.urtho,y— St'VA‘CS o\bovt

(Snﬁm} <oy pons.
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