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Abstract

This paper employs longitudina (as
opposed to crosssectiona) data to

empirically investigate the effectiveness of
direct-mall coupon  programs.  The
effectiveness is explained by demographic
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variables and variables such as prior use and
participation in coupon programs. Surveys of
two forms of coupon program in Taiwan
support the hypothesis that consumers who
expend more effort to request the brands that
they desire are more likely to redeem
coupons. Evidence shows that prior use does
associate with coupon-redemption behavior,
while it is found that there are significant
expiration date and face value effects. The
distance of the consumers from the
redemption location is found to be not
significant.
Keywords: DM coupons, coupon usage,
longitudinal data, prior use
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There is continuing debate about the

determinants of coupon use. Many
researchers have sought to explain
coupon/deal redemption in terms of the
Socioeconomic and demographic

characteristics of consumers or to identify the
psychological  factors that  motivate
consumers to use coupons. Although they
have contributed alot to our understanding of
coupon redemption behavior, there is no
coherent evidence for the effectiveness of
coupon programs. Criticism of the mixed
results has focused on insufficient
explanatory variables in the proposed models
and different sample size treatments. For
example, Lichtenstein, Richard and Burton
(1990), Cheong (1993), Inman and McAlister
(1994), Mitta (1994), and Cronovich,
Daneshvary and Schwer (1997) attributed the
mixed results to drawbacks in conventional
demographic variable analysis. They argued
that consumer coupon use behavior could not



be explained only by demographics. The

relative importance of non-demographic
consumer characteristics (for example,
psychological constructs) and  coupon

attractiveness (for example, coupons with
higher face values and expiration dates) are
also important factorsin consumer behavior.

The approach taken in this paper is
distinguished from existing studies in two
directions. First, most research has typically
focused on socioeconomic and demographic
determinants or consumer shopping patterns,
making it difficult for a marketer to draw
conclusions about the effectiveness of a
coupon program (for example, Narasimhan
1984; Lee and Brown 1985; Bawa and
Shoemaker 1987; Kaufman and Hernandez
1990; Goodwin 1992; Cronovich Daneshvary
and Schwer 1997). In light of marketing
practice, it does not make much sense to tak
about the “determinants’ of a promotional
activity. Rather, it would be more interesting
to examine the responsiveness of the target
consumers when they participate in the
promotional  activity. Secondly, it is
important to note that a coupon program’s
effectiveness predicts a longitudina (as
opposed to cross-sectional) relationship
between coupon use and the consumers
involvement in the program.

A number of academic and non-academic
studies clam to identify the individual
determinants for coupon use, but their results
are based on cross-sectional data (Shoemaker
and Tibrewala 1985; Hernandez 1988;
Bagozzi, Baumgartner and Yi 1992; Cheong
1993; Schofield 1994; Tat and Bejou 1994;
Green 1995; Bawa, Srinivansan and
Srivastava 1997; Cronovich Daneshvary and
Schwer 1997). The problem is that
cross-sectional data cannot identify a
consumer’s “true” shopping patterns and the
time-related effect during the promotional
period. To illustrate this point, suppose
consumers do not favor a certain product
brand, but choose to purchase more of the
manufacturer-sponsored product earlier on a
trial basis than do brand-loya consumers.
A positive relationship between coupon use
and demographic characteristics would then
appear in the cross-sectional data even if

individual consumers did not increase their
coupon use over time (sample attrition bias).
Any conclusions based on cross-sectional
data could therefore be misleading, and the
anaysis would be at the least incomplete.

The objective of this paper is to
reinvestigate the effects of coupons by using
a longitudina model to capture the
interaction between coupon use and coupon
promotions. We study the direct mail (DM)
coupons, which are defined as a package of
price-discount tickets sent through the mail.
To show whether different coupon programs
can exercise an effect on consumer coupon
use, we carefully examine the coupon use
discrepancies between redeemers who
request their own brands in the coupon book
and those who accept al of the brands that
are offered. It is hypothesized that customers
who request their own brands are most likely
to have a higher interest in coupons than
those who accept al of the brands offered.
The coupon booklet comparison, which has
received less attention in recent coupon
program studies, will help re-examine the
existing major hypotheses relating to coupon
effects and provide managers with an
effective instrument to predict how a given
consumer will respond to a specific coupon.

Our mgjor concern in fact was with the
coefficient sign of the Ln(PART) variable.
The hypothesis predicted a positive
coefficient for the participation variable and
the first—stage estimates lend support to this
hypothesis.

We found the -coefficients for the
Ln(PART) variable to be indeed significant.
In other words, an increased length of
participation is associated with higher
coupon usage. To be more specific, a 100
percent increase in participation length is
predicted to increase coupon usage
approximately 4.4 times for Self-Request
form and 2.3 times for the All-Brand form.
These results were similar to the aggregate
results indicated earlier. The insignificant
Brand-Switching parameter in  the
Self-Request form suggests that



brand-switching behavior does not have
significant effects on coupon use.

Our analysis important variable is
Ln(PRIORUSE), which measures the log of
the individual’ s coupon use behavior prior to
the promotion program. The coefficient
values estimate the effect of prior use on
differences in coupon usage across
participants.  We found here that the
coefficients for both forms were significant,
but opposite of that for the Ln(PART)
coefficient. This means that the participation
effects measured in the first-stage estimation
understate the “pure’ effect of participation
0N coupon usage.

We tested the effects of prior use
patiterns (PRIORUSE) and  distance

(DISTANCE) on the participation coefficient.

As hypothesized, the PART coefficient will
be smaller for greater prior use, and smaller
for greater DISTANCE values. To test this
hypothesis, the samples were stratified into
five different subsamples, equation (4) was
estimated separately for each subsample, and
the participation coefficients were then
compared across subsamples. We find
evidence to support the prior-use hypotheses,
meaning that prior use monotonically affects
the relationship between coupon use and
participation, while distance shows no
monotonical relationship.

To sum up, this project approached the
question “are DM coupon programs
effective?’using longitudinal data. In general,
the answer to this question is “yes’ in the
designated area. Two forms of coupon
programs were activated simultaneously,
showing that the Self-Request form yielded a
better participation rate and greater coupon
use than the All-Brand coupon form. The
roles of expiration dates and face value, even
when manipulated in attitudina terms,
rendered important insights into the design of
a coupon promotion program. Consistent
with most theoretical and empirical literature,
both higher face values and longer expiration
dates were significant determinants that
maximized consumer response.

Prior use, which has received less
attention in recent studies, was found to be a
critical indicator for the number of coupons

used. An important implication of this
finding from a company standpoint is that
managers can obtain information about a
consumer’s prior coupon use beforehand in
order to ensure that they send coupons to the
appropriate target consumers.

The continued debate on the effect of a
coupon program suggests that a better
understanding of the determinants of coupon
usage could have important manageria
implications. Despite substantial research
aong this line, little has been directed
towards relating this issue to the accumul ated
participation effect. Although our study
shows that there is an increased significant
participation effect on coupon use, previous
literature, such as Neslin and Clarke (1987),
have suggested that coupon effectiveness
research should be conducted in severa cities,
because effectiveness differs from place to
place. Thus, further research is suggested to
expand this issue across cities or compare the
cultural  discrepancies in coupon-use
behaviors among different countries.
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