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	This study considers the relationship between shelf prices and manufacturers' coupons for 25 ready- to-eat (RTE) breakfast cereals. Authors explore whether that relationship is consistent with idea that coupons are a tool to allow price discrimination. The main focus of this article is analysis of manufacturers’ short-run, nonprice strategies. They examine the RTE breakfast cereal industry due to high concentration and stable oligopoly.
	In order to answer the question, authors use various theories from empirical studies to explain why manufacturers issue coupons and relationship between coupons and shelf price. They start with a model of static monopoly price discrimination. These studies suggest that coupons allow sellers to price discriminate and emphasize on coupon users have higher price elasticities of demand, low-priced generic products have lower market shares if the brand-name manufacturers coupon heavily, and a larger percentage of consumers use coupons for brands with higher shelf prices. There is in consistent with static monopoly price discrimination based on the result of this paper that shelf prices are lower during periods when coupons are available. Since the relation between price is unlikely explain static monopoly price discrimination. A positive correlation between coupons and shelf prices does not prove they are being used to price discriminate, since coupons may be associated with factors that increase demand for a product at all price. That’s why they describe how each of effects may influence the relationship between coupons and shelf price. Moreover, econometric is one of method that authors applied. They use the panel structure of data. There are two main source of data that used to explain relationship between coupons and shelf prices. First, cereal price data were obtained from the IRI Infoscan Data Base. The data are aggregated by the brand, city and quarter that cover up to 65 different cities and range from the first quarter of 1989 to the last quarter of 1992.Second, coupon data were obtained from Promotion Information Management (PIM), which collected data on coupons issued in 69 major metropolitan areas, including all 65 of the IRI arears. They matched price and coupon data by city, brand, and quarter. The following equation represent the relationship between prices and coupons: 
                               SHELFPRICEbct=b(c)+c(t)+t(b)+DOLLARSOFFbct+bct. 
SHELFPRICEbct is the average shelf price for cereal brand b in city c during quart. DOLLARSOFFbct is the expected value of the coupon available for cereal brand b in city c during quarter t. PROB OF COUPONbct reflect the probability that there is a coupon for a given city, brand, and quarter. b and c capture brand- and city-specific factors that affect demand or the cost of selling cereal. t is included to capture the trend in cereal prices over the time period we consider. Finally, to evaluate dynamic impact of coupons, author use vector auto-regressive (VAR) model. 
	Authors present evidence that is inconsistent with both dynamic theories of price discrimination and explanations of couponing based on the vertical relationship between manufacturers and retailers. They support for models of price discrimination in oligopoly settings as well as suggestions that firmwide incentives may induce managers to use coupons and price cuts simultaneously. Finally, lagged coupons have a positive effect on current sales, suggesting that coupons are used to induce repurchase. Moreover, researchers found that shelf prices are generally lower when there is a coupon available, and this result holds as we add a number of fixed effects to control for unobserved changes in demand and costs. They find that shelf prices are lower when there is a coupon available, and this result holds as we add a number of fixed effects to control for unobserved changes in demand and costs. According to evaluation of patterns of coupons across brands, cities, and time, the result indicates that number of possible explanations for the negative relationship between coupons and shelf prices. The model or theory that authors try to find support price discrimination in oligopoly settings, suggesting interbrand competition can cause all prices to be lower than the uniform price. They present evidence that coupons are used most intensively at the end of manufacturers' fiscal years, which differ across manufacturers. This means that brand managers have incentives to use coupons and price cuts simultaneously to, for example, meet market share targets. While they less support with theories that the vertical relationship between manufacturers and retailers affects the correlation between shelf prices and coupons. After they evaluate impact of dynamic, the results are inconsistent with dynamic models that predict lower prices could accompany coupons after periods of low demand. We find that lagged coupons are positively correlated with current sales, suggesting that coupons might be used to encourage repeat purchases. 
	The economic theories are being used to examine relationship between shelf prices and manufacturers' coupons for 25 ready- to-eat breakfast cereals which are substantial theories. Static monopoly price discrimination, dynamic theories of price discrimination based on the vertical relationship between manufacturer and retailers and price discrimination to oligopolistic industries. 
[bookmark: _GoBack]	Coupon has been primarily used as a tool for promotion to customers. Consumers use them for cost-saving. In my point of view, the question authors try to answer is quite interesting.  Since we know that marketing or advertising play important role in everyday lives. I have learned the main intention of retailers and manufacturers and what motivate them to issue coupons which is boosting sales for higher purchase. The benefit from this paper are in both sellers and buyers since it suggests how sellers make decision about price and buyer know intension of issuing coupon and decision whether to buy or not. The method adopted to answer research question is appropriate because its consistent with panel structure of data that used to control for fixed effects and test for measurement effort and correct the bias. And the model is being for prediction which response to intertemporal pattern in demand. Moreover, the variables used in model is appropriate. In order to control for change in demand and costs in econometric model, authors add various fixed effects to control for unobserved changes in demand and costs like cross-brand effects, cross-city effects, dynamic effects. They also use the instrumental variable method in order to alleviate the effect of unobservable variables. The results of this paper are quite convincing. I’m more likely to agree with the results. Authors present the evidence and various theories to find support which is reliable. They carefully control the variables in the model. With appropriate method, it does make sense with the result that how the coupon induces the current sale and repurchase for manufacturers and retailers. 

