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Why do manufacturers issue coupons? An empirical analysis of breakfast cereals summary 
Coupon is normally used in end-customer business considered as one of promotion of a brand. Then how about in manufacturers? Why coupon is needed? Is there a relationship between shelf prices and manufacturers’ coupons in ready-to-eat breakfast cereals market? Does the result varies in different scenario? For example, between monopoly and oligopoly market. What are the effects of coupons? These are questions that the paper tried to answer.
[bookmark: _GoBack]Author explore the relationship between shelf prices and manufacturers' coupons for 25 ready- to-eat breakfast cereals. Using the economic framework to support whether which theory explain industry as a framework to study. Regressions and Hausman test are being used. Hausman test is used to tests on six sets of fixed effects, city, quarter, brand, city-brand, city-quarter, and brand-quarter. In other studies, papers usually used broad cross-sectional comparison but in this paper is the improvement by using panel data as it used 25 RTE breakfast cereal products in 65 cities from 1989 to 1992. These data are being used for regression in the equation: [image: ]Variables are the average shelf price for cereal brand b in city c during quarter, the expected value of the coupon available for cereal brand b in city c during quarter, brand- and city-specific factors that affect demand or the cost of selling cerealม brand-fixed effects to vary by city, the city-fixed effects to vary across quarters, and the quarter effects to vary by brand.
The author found that shelf prices are lower during periods when coupons are available. This result is inconsistent with static monopoly price discrimination under a broad range of assumptions. Also, firm’s incentives may induce managers to use coupons and price cuts simultaneously. Lagged coupons have a positive effect on current sales. Coupons are used to induce repurchase. Interestingly, coupon is used fewer for kids cereals and more on family cereals. There is negative relationship between coupons and prices reflect manufacturers facing intense competition from generic manufacturers.  Brand with heavy generic competition tended to coupon more. From the questions about relationship between coupons and shelf prices, the positive correlation between them does not prove they are being used to price discriminate due to incident that coupons might be associated with other factors that increase demand for a product at all prices. 
The questions are interesting as in daily life we only encounter coupons with B2C business but in this paper it emphasize in B2B business which is rarely exposed. The benefits getting from the results and answer of the research paper might not be obvious but surely refresh perspective that some of the strategy of a business can be implement in another type of business if we done it in the right way. Because many cases that work with B2C business doesn’t work with B2B due to differences in business structure.
Economic theories were used in this paper as the framework before setting up the regression. From difference scenario like monopoly and oligopoly market, the static monopoly price discrimination and price discrimination with strategic interaction effects were mentioned. Economic theories about monopoly, oligopoly and price discrimination were used and combined. Dynamic demand effects were mentioned as well.
The method were appropriate. Setting up the framework first to not lose the focus and adjust the framework when monopoly doesn’t fit the industry. The regression also show result and correlation which answer the questions.
Variables being used is already good control as it got the specific ones like trend, brand-fixed effects vary by city, city fixed effects vary across quarters, and quarter effects to vary by brand. If this were a B2C business I would suggest a demographic factors but as customers are firms, demographic factors such as age, gender, probably have close to zero impact.
The results somewhat convinced me as it does make sense on how coupon used to increase current sales and induce repurchase as lower cost can be achieved and when you receive it once, you anticipate for it again. Also, providing good amount of control variables show the effects effectively.
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