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Previous research has looked at the monetary factors as the main influence on coupon
usage behaviour. Relatively little work has been done to understand consumers’ perception of
fairness and transparency towards coupon usage. The objective of this research is to investigate
how consumers’ perceptions of fairness and transparency affect coupon redemption intention and
behaviour.
This research studied the role of coupon features in the design of various types of coupons based
on attributes such as savings (dollar value, percentage off), presence/absence of regular price
information, long-term/short-term redemption period, and the use of a vague scarcity restriction.
The Coffee and Donut Coupon Perceptions Experiment was conducted on redemption intention
in a mall setting and the findings showed that the majority of respondents like coupons that are
worth the effort required to redeem them (fair) and easy to understand (transparency). The Lunch
Coupon Perceptions and Redemption Experiment was conducted both on redemption intention
and redemption behaviour and results from both studies confirmed that consumers not only like
fair and transparent coupon design, but that they also redeem these types of coupons.
This research makes important theoretical contributions to couponing literature in three distinct
ways: First, it extends previous research by adding two new constructs; transparency and

fairness, and investigating their effects on coupon redemption. Second, this research extends
previous models of coupon usage by considering joint effects of fairness and transparency in a
single model. Third, this research shows that fairness and transparency mediate coupon usage.
It provides marketing managers with effective information to design their coupons better. It can
predict consumer response to a coupon campaign which can be quite cost effective for
businesses. Lastly, policy makers are encouraged to regulate and monitor unfair and nontransparent practices in the market place and advise marketers of the importance of providing
consumers with clear and truthful pricing information.
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1. Introduction
Businesses in the United States issued 311 billion coupons in 2009 and 332 billion in 2010 and
these coupons resulted in $ 3.7 billion in savings for consumers (NCH Marketing Services, Inc.,
2011a). A similar report puts the coupon distribution at 376 billion for year 2010 slightly higher
and consumers redeemed 3.3 billion of these coupons. Although these figures indicate that only
0.9% percent of distributed coupons were redeemed, this rate is considered the highest usage
since tracking trends began in 1988 (Inmar, 2010). In the first half of 2011, there was an
increase of 2.9% in coupon usage (Marketing Services, Inc., 2011b), and probably the modest
increase in coupon usage may be due to recent difficult economic times in the US. In general
coupon, redemption rate is very low at less than 1 %. Families with an annual income of over
$100, 000 were the main drivers of coupon redemption growth and while other ethnic groups
redeem coupons, Caucasian in the US were by far the largest users of coupons at 75%. Young
people have been found to be the least interested and inactive to sales promotion efforts (Te’eniHarari, 2008). Based on these numbers, there is still a lot of work to be done to encourage
shoppers to use coupons. Coupon redemption benefits manufacturers, retailers, and consumers
alike. For example, in the case of manufacturers, couponing provides a direct purchase incentive
to consumers, attracts new buyers, rewards loyal brand users, encourages repeat purchases
(builds brand loyalty), facilitates cross-product trial, builds retailer relationships (gain shelf
space), gains additional advertising exposure, and contributes to a positive brand image. When
retailers accept coupons from consumers, it is not just about giving a discount to consumers.
Couponing helps retailers to attract high consumption consumers to the store, supports product
movement off shelves, provides consumers with manufacturer sponsored incentives, and
cushions price increases. Consumers are among the most to benefit from coupons. These
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benefits include saving money, increasing purchasing power, feeling connected to favoured
brands, learning about new products/services, reducing risk of trying new products/brands, and
experiencing the excitement of “hunting” for new bargains (Marketing Services, Inc., 2011b).
Coupons continue to be the most important kind of promotional tool used today and can have a
dramatic impact on the ultimate success of a product. The actual redemption rate does remain
low. These benefits reveal that much work needs to be done to raise the coupon redemption rate
by designing increasingly effective coupon promotions and investigating factors which affect
coupon usage. Although previous studies of coupons have examined the factors that influence
coupon usage behaviour, little work has been done to investigate the effects of fairness and
transparency in varying types of coupon design: (a) coupons with vague statements (e.g., some
restrictions apply) vs. (b) coupons without vague statements (e.g., this coupon can be only used
for a donut); (c) coupons with face value stated as a dollar value vs.(d) coupons with face value
stated as a percentage off the original price, (f) coupons with a longer expiry date vs. (g) coupons
with a shorter expiry date.
Past research on coupon redemption focused on factors that influence consumers to use coupons
and identified the characteristics of consumers who are “deal prone” (e.g., Bawa and Shoemaker,
1987a; Levedahl, 1988; Narasimhan 1984; Teel, Williams, and Bearden 1980). Although these
studies have advanced our understanding of coupon usage behaviour, one common shortcoming
is that they have defined deal proneness by basing it on observed coupon usage without
considering the specific type of coupon available to each consumer (Bawa, Srinivasan,
Srivastava, 1997).

Obviously, a consumer’s coupon usage behaviour depends on his/her desire

to use coupons, but it also depends on how appealing a particular coupon is. Similarly, most of
the studies on coupon redemption have looked at the coupon attributes at the aggregate level and
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have typically ignored an individual level of analysis of attributes for a coupon user. The goal of
this research is to show how the design of a coupon affects the consumers’ perception of fairness
and transparency and ultimately its usage. For example, a consumer may want to use a coupon,
but will exhibit low coupon uptake if he or she fails to find the coupon attractive in terms
fairness (worth his/her efforts) and transparency (the savings are easy to understand without
complicated mental calculation and vague restrictions compared to clear ones). This is the first
time these constructs are introduced simultaneously in the context of a coupon usage study.
Similarly, buyers may be more strongly motivated to use dollar value coupons that provide an
explicit saving noted on the coupon by having the regular price of the product present. For
example, when there is $10 off a product, it’s very clear it’s a 10 dollar savings. However,
percentage-off coupons usually require additional mental and cognitive effort to reach a
conclusion about the actual savings value. For example, when there is 10 % off on a coupon,
there is a need for some sort of calculation (Coupon percentage-off X product price = Savings).
Requiring additional cognitive efforts on the consumers’ part, especially when the regular price
is absent, creates considerable ambiguity (Yin & Dubinsky, 2004). In a recent study by Xia,
Kinney and Monroe (2010), variables such as non-monetary sacrifice (e.g., effort) are shown to
be an important factor in consumers’ perception of price promotion fairness.
Restrictions on sales promotions such as “some restrictions apply”, “for selected items only” and
“offer expires on (date)” are commonly used in most sales promotion offers. A number of
explanations have been forwarded as to why restrictions are used. They include: (1) expiration
dates used on coupons to limit their financial liability (Inman and McAlister, 1994; Krishna
and Zhang, 1999), (2) expiration dates used to shift the promotional offer to a loss frame which
will generate more action on the part of the consumers (Inman and McAlister, 1994; Spears,
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2001); (3) time limits used to attract consumers to the brand, and quantity limits used to reduce
consumer stockpiling (Inman et al., 1997); and (4) a vague restriction such as while stocks last,
does not have an impact on consumers’ perceived savings (Tan and Chua, 2004). However, the
above studies only examined the effects of different restrictions on consumers’ perceptions of
savings. They did not identify factors affecting the perception of consumers in redeeming
coupons. Therefore, this study proposes that consumers’ perception of fairness and
transparency for a coupon promotion will influence their perception and usage of coupon
promotion.
This research seeks to contribute to the literature on couponing in four major ways. It extends
previous research by adding two additional constructs, transparency and fairness, and
investigates their effects on coupon redemption. It provides marketing managers with an
effective tool to design their coupons better through increased capability for predicting consumer
response to a coupon campaign. This study is the first research to examine redemption intentions
and redemption behaviour regarding coupon usage. Finally, the study also has implications for
policy makers who have a moral responsibility to provide consumers with accurate regular
pricing information and transparency on coupons.

1.1 Research Objectives
The basic premise of this research is that consumers’ redemption intentions and redemption
behaviour are related to the design of a coupon. The Coffee and Donut Coupon Perceptions
Experiment examines the redemption intentions in the context of coffee and donuts and provides
evidence that coupons that are fair (require less effort to redeem) and transparent (easy to
understand without any complicated calculations) have a higher usage rate compared to coupons
that are not worth the efforts (e.g. lower face value and shorter expiry date) or have vague and
4

confusing restrictions. The Lunch Coupon Perceptions and Redemption Experiment identified
coupon redemption intentions in the context of a restaurant menu. Redemption behaviour was
determined using actual restaurant coupons. Both experiments involved attributes such as regular
price on a coupon, coupon savings in terms of cents off compared to percentage off, higher
savings on a coupon with longer expiry date compared to a lower face value and short expiry
date. Finally, this study looked at coupons with clear and easy to understand restrictions
compared to coupons with vague and confusing restrictions.
The findings have important implications both for brand and non-brand products on redemption
intentions and redemption behaviour. Consumers prefer coupons that are worth their redemption
efforts regardless of whether a brand product or non brand product. Additionally, from a
business perspective, this study provides marketing managers with important insights into
coupon attributes that potentially can be very effective for marketing communication strategies,
for example; what attributes to include on a coupon when designing coupon promotions.

1.2 Research Methodology
In order to understand coupon redemption, we need to know consumers’ redemption intentions
and redemption behaviour. Keeping this in mind, this research included multiple studies. In the
Coffee and Donut Coupon Perceptions Experiment, a Discrete Choice Experiment (DCE) was
used to capture individual preference for each coupon attribute. The data collection was
conducted in a mall setting with a specific brand that was familiar to research participants and in
the context of low involvement products (coffee and donuts). The Discrete Choice Experiment
(DCE) and the corresponding Discrete Choice Model (DCM) were used to understand
consumers’ individual preferences for each attribute and their intentions on redemption in terms
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of which option they chose when these had varying levels of fairness and transparency, and
which options they actually redeemed. The choice of receiving no coupon was presented to
research participants as well.
The Lunch Coupon Perceptions and Redemption Experiment was conducted in the context of a
restaurant lunch menu which was quite familiar to most of the participants on the university
campus. For the Lunch Coupon Perceptions and Redemption Experiment, a convenience sample
of undergraduate students was chosen. In phase 1 of the Lunch Coupon Perceptions and
Redemption Experiment, the Discrete Choice Experiment (DCE) and its associated Discrete
Choice Model (DCM) were used to understand individual preference for each attribute and more
importantly consumer’s intentions on redemption. In phase 2 of Lunch Coupon Perceptions and
Redemption Experiment (the redemption behaviour) when participants were finished with the
discrete choice experiment, they were then shown six different coupons from which they were
allowed to select only three coupons and their selection of coupons were recorded on a piece of
paper. After they selected the three coupons, they were asked to select only one coupon that they
would like to use in the restaurant for a meal and their final selection of their chosen coupon was
also recorded. They were then given a piece of paper and they had to indicate their reason or
reasons for the final choice of their coupon. Respondents’ answers were typed into a Microsoft
Word document and NVivo software was used to analyze the responses.

1.3 Research Contributions
This research makes important contributions to couponing literature in four distinct ways: First,
through the 2 studies it was shown that fairness and transparency are important factors both in
terms of redemption intentions and behaviour intentions of coupon usage. Secondly, the
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previous research was extended by capturing individual preferences toward each coupon
attribute using the discrete choice experiment. Furthermore, the examination of redemption is
the first to combine the redemption intention and redemption behaviour studies. Thirdly,
marketing managers are provided with tools to design effective coupon promotions and also
predict the cost of a coupon campaigns. This could potentially provide huge financial savings
and freed financial resources can be directed from coupon promotions to other functions of
marketing. Fourthly, policy makers need to regulate and monitor unfair and non-transparent
practices in the market place and advise marketers of the importance of providing consumers
with clear and truthful pricing information. Based on the findings from this study, it is
concluded that regular price information on coupons with clear restrictions on the use of the
coupon is perceived to be more credible by consumers than alternate ways and consequently
increases coupon usage.

1.4 Research Overview
Chapter 1 served as an introduction to the dissertation and provides a summary of research
objectives, methodology, and research contributions. The second chapter looks at an extensive
literature review of the areas of sales promotion, coupon studies, fairness theories in marketing
and the concept of transparency in the marketing field. The third chapter presents the conceptual
models and formulation of hypotheses based on previous research and specifically discusses the
questions directly addressed. The fourth chapter explains the research methodology and
specifically focuses on the type of studies undertaken, sample size, measurement and data
collection methods, number of studies, and data analysis. In Chapter 5, there is a detailed
discussion regarding research findings from the different studies both in terms of coupon
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redemption intentions and coupon redemption behaviour. Chapter six presents the discussion
and explains the effect of fairness and transparency on coupon usage. In the last chapter, there is
a discussion about the specific theoretical contributions of this research and managerial
implications as well as limitation and future research directions.
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2. Literature Review
The research is reviewed in four sections: 1) Examination of sales promotion in previous
research; 2) Investigation of coupon studies in marketing and their relationship to coupon
redemption; 3) Comprehensive discussion of theories of fairness coming from some important
research in the area of price fairness; and finally, a discussion of the concept of transparency in
marketing and discussion of the research in the area of transparency.

2.1 Sales Promotion Research
Sales promotions are incentives and rewards to get consumers to purchase now rather than at a
later time. They are intended to create more rapid and increased volume purchase of certain
products by offering short-term incentives. Promotions have to offer some sort of utility gain to
consumers in order to be successful (Kotler & Armstrong, 1998). Schultz and Robinson (1986,
p.8) argue that “Sales promotion is the direct inducement or incentive to the sales force, the
distributor, or the consumer, with primary objectives of creating an immediate sale”. Overall,
these sales promotions can be classified in three major categories: (1) consumer promotions, (2)
retailer promotions, and (3) trade promotions (Shimp, 2003).
Consumer sales promotions encompass a variety of promotional techniques such as coupons,
samples, price packs, refunds, special events, and contests to induce buyers to respond in some
way. These promotions are offered by retailers to attract customers and improve in-store
purchasing. Trade promotions are those offered by manufacturers to retailers or other trade
entities. They include price cuts/deals, displays, feature advertising, free goods, retailer coupons,
and contests/premiums. Trade promotions include case allowances, advertising allowances,
display allowances, trade coupons, financing incentives, and contests. Retailer promotions are
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aimed at assisting in encouraging retailers and their employees to promote a marketer’s brand
over competitor offerings. With thousands of products competing for limited shelf space,
spending on trade promotion is nearly equal to that spent on consumer promotions (Gamliel and
Herstein, 2011).
According to Srinivasan & Anderson (1998), sales promotions take a big chunk of any total
marketing budget. They are, however, not given a lot of attention or consideration, and are even
viewed as less strategic compared to other areas of the promotion mix. Sales promotions are
perceived as a necessary evil by consumer goods manufacturers and as having little significant
effect on brand building and future profitability (Dawes, 2004). The key concept for those
involved in running sales promotions is getting a greater amount of short-term profit for the least
amount of promotional investment (Davis, 1992).
Although sales promotions remain popular among consumers, not all promotion activities are
effective. For example, Liao (2006) showed that consumers liked the instant-reward sales
promotion better than the delayed-reward sales promotion, and sales promotion that offers the
same product as a reward was preferred over other product sales promotion. In a study by
Gillbert and Jackaria (2002) investigated the promotional deals in the context of U.K.
supermarkets and they concluded that price discount had a significant effect on consumers’
purchasing behaviour where as “buy one, get one free” did not. In food retailing, non-price sales
promotion techniques like competition have been shown not to move stocks (Peattie, 1998). In a
recent study by Yang, Cheung, Henry, Guthrie, and Fam (2010), it is observed that instantreward techniques are preferred by consumers in the cosmetics retail environment in Hong Kong.
Their study concludes that consumers’ attitudes toward different sales promotion techniques are
strongly influenced by age and marital status of the consumer.
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A large body of sales promotion literature has focused on the functions of sales promotion
activities (e.g., Gilbert & Jackaraia, 2002; Liao, 2006; Peattie 1998, Peattie & Peattie, 1995).
Nevertheless, only a small number of studies directly examined the retailers’ capability in
managing sales promotion. A study by Betts and McGoldrick (1995) investigating factors that
may influence sales promotion, points to external environment (e.g., legal, economics,
competitive, culture), differences among retailer types (e.g., strategic, merchandise), individual
perception and motivation both during purchasing and post-purchasing.
Previous studies of sales promotion so far indicate that not all sales promotion techniques are
effective in influencing consumers’ buying behaviour. Cost-effective sales managers were
shown to employ more precise demand forecasting, better coordination of media, careful
planning of sales promotion, and timely availability of stock compared to cost-ineffective
managers of sales promotion (Merrilees and Fam, 1999). To be successful, effective designing of
sales promotion program is essential. Past studies of coupons concluded that consumers incur
cost when taking advantage of a promotion. Some promotion required more work than others;
for example, redeeming a manufacturers’ coupon requires locating the coupon, cutting the
coupon, bringing it to the store, locating the correct product, and remembering to use it at the
cash register. For some shoppers these sorts of non-monetary efforts may not be worth the
savings on a coupon offer. Other sales promotion like buy one for regular price and get the
second one for free does not require much work to obtain (Fogel & Thornton, 2008).
In this study, we argue that consumers non-monetary input like effort and physical effort have
important implication for coupon redemption in relation to fairness and transparency issues. For
example, a coupon with shorter expiry date and low amount may be perceived as unfair by
consumers because it may not be worth their non-monetary sacrifice or effort compared to the
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benefits provided by the coupon. Similarly, a coupon in the absence of regular price may not
make any sense in terms of saving offered by the coupon, so consumers may not redeem such a
coupon because of lack of sufficient information on the coupon (e.g regular price) and
considered as non-transparent. There is a lack of studies which examine non-transparent and
unfair promotion and this study will fill this gap by examining non-transparent and unfair sales
promotion specifically in the context of coupon promotion. A better understanding of different
coupon promotions in the context of fairness and transparency would be useful both for
consumers and firms given the low redemption rate of coupons.

2.2 Research on Coupon Use
Coupons are the most studied type of promotion tool and coupon usage dates back to the
nineteenth century (Babakus et al., 1988). There wasn’t much research related to their usage until
mid 1960s and early 1970s (Bonnici, Campbell, Fredenberger, & Hunnicutt, 1997). When
Webster (1965) looked at consumer differences in price sensitivity, he was able to use regression
analysis to identify a profile of the deal-prone consumer. He concluded that the deal-prone
consumer is usually a brand switcher, female, middle-aged, and may work or be in the home
(Fortin, 2000). Later, Blattberg et al (1978) used the household inventory model and cross
tabulation to profile the deal-prone as female, not working outside the home but owning a car
and home. Their study also concluded that income when adjusted for household resources did
not have a significant effect whether the consumer was deal prone.
Price discrimination theory of coupon use (Narasimhan, 1984) concludes that coupon use is
higher for householders with a higher level of education, a middle class income, and no children
under 18. The price discrimination theory seeks to classify between price sensitive shoppers and
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non-price sensitive shoppers (Chiang, 1995; Narasimhan, 1984). It typically means the more
price sensitive shoppers may use coupons more frequently to reduce prices. There is a wealth of
coupon research about coupon use for cost and utility or benefit perspective (Bawa &
Shoemaker, 1987; Narasimhan, 1984). The basic idea is here it costs consumers (non-monetary
sacrifices such as time and effort) to redeem coupons and obviously the cost of coupon
redemption should outweigh the saving provided. There is lack of research on the effect of non
monetary sacrifices on the part of consumers coupon usage (especially with coupons that carry a
short expiry date and a low amount). In such cases, consumers will definitely not use such a
coupon that is not worth their efforts to redeem. Especially, consumers feelings of unfairness
will certainly increase when a coupon is not granted just because it is expired. A positive
correlation between coupon usage and large number of purchases was found by Neslin,
Henderson, and Quelch (1985), who suggest that consumers with higher previous purchasing of
discounted brands are more responsive to coupon promotion than those with lower previous
purchasing of discounted brands. Price concerns have also been shown to come into play in that
the higher the value of a coupon, the more likely its redemption is (Bawa and Shoemaker, 1987).
Using the term “market maven”, to designate a special type of consumer, Price et al, (1988)
introduced a specific measurement scale to classify those consumers who like to research many
types of products, shopping venues and markets. Market mavens often go another step to
provide other consumers with useful market information—including coupons, of which they are
significant users (Fortin, 2000). A related group, “smart shoppers”, are seen to be egoexpressive in nature, including their use of coupons (Schindler, 1989). As consumers interested
in getting a good deal, they are influenced by motivating factors directly linked to feelings of
positive self-concept and self-efficacy. Smart shoppers tend to initiate usage: they can often be
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characterized, for example, as the joyful person standing in line in a supermarket, holding a
coupon that no one else has (Fortin, 2000).
Redemption behaviour has been found to be influenced by a variety of factors. Frequent users of
coupons are more likely to redeem a coupon that is about to expire than at the beginning, and
redemption rates gradually increase before the expiry date (Inman and McAlister, 1994). Two
additional constructs coupon proneness and value consciousness have been shown to explain a
full 28% of variance in self-reported coupon behaviour (Lichtenstein, Netemeyer, & Burton
,1990). Coupon proneness, coupon characteristics, and demographics as measured in a Logit
model of coupon redemption predict redemption intentions for close to 90% of consumers
(Bawa, Srinivasan, & Srivastava, 1997). Differing reactions to varying features of coupons
affects redemption rates as well (Ramaswamy and Srinivasan 1998). In a study by Swaminathan
& Bawa (2005), category specific measures of propensity achieved an 89 % effect for coupon
redemption intentions. Using coupons specifically for price discounts can; however, have
negative social implications—creation of an impression of being cheap. Therefore, coupon
redemption can involve a social incentive to avoid coupons on the one hand, for example
creating an image of being “cheap”, but economic incentives can outweigh that constraint on the
other (Ashworth, Darke, & Schaller 2005). Consumers may also avoid coupon use for fear of
looking cheap (Dhar & Hoch, 1996). A recent study by Brumbaugh & Rosa (2009) found that
embarrassment and confidence can impact the atmosphere of in store interactions with sales
people and coupon redemption. Using a diverse population for their study, the authors were able
to conclude that consumers felt uneasy and hold wrong thoughts dealing with cashiers. Coupon
users had lower confidence and felt embarrassed in front of cashiers and this ultimately affected
their coupon usage.
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The growing body of literature on coupons and other promotional deals can be classified broadly
into two streams of research. The first involves aggregate modeling of the effects of coupon or
deal characteristics on redemption rates (e.g., Henderson 1985) and related outcomes such as
purchase acceleration and brand switching (e.g., Dodson, Tybout, and Sternthal 1978). The
second stream seeks to explain factors that influence consumers to use coupons and to identify
the characteristics of consumers who are “deal prone” (e.g., Bawa and Shoemaker, 1987;
Levedahl, 1988; Narasimhan 1984; Teel, Williams, and Bearden 1980). Most studies used
regression analysis with a single measurement of coupon usage, while other studies used selfreported measures of past coupon usage. These studies lack precision and don’t really capture
areas that can better explain coupon usage (Fortin, 2000).
Some studies did use multiple indicators for coupon usage like quantity used/week, quantity
dollar purchased, dollar value and dollar value expressed as a percent of purchase (Mittal, 1994;
Price et al., 1988). Additionally, many couponing studies did enhance our understanding of
couponing behaviour: the most convincing theoretical application, for example, comes from the
theory of reasoned action (Bagozzie, Baumgartner, and Yi (1992); Shimp & Kavas, 1984).
Shimp and Kavas (1984) applied the theory of reasoned action for traditional coupon usage.
They concluded that the theory of reasoned action is helpful in specifying the requirements for
coupon usage for grocery shopping. Three requirements; intentions, attitudes and subjective
norms; accounted for up to 48% of its variance, depending on the model examined. Bagozzie et
al. (1992) extended the work started by Shimp and Kavas (1984) by evaluating the impact of one
more variable in the theory of reasoned action, state versus action orientation. It reflects a
person’s readiness to make a decision and implement it, and is measured with a 20-item scale.
The goal of their study was to assess the moderating effect of that construct along with a measure
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of past behavior in the theoretical model. Their finding concluded that previous coupon usage
was not captured by either attitudes or subjective norms.
The current research pool shows a wealth of published papers on coupon usage and theory in the
past 30 years. Of the two streams of coupon redemption behaviour identified by (Mittal, 1994),
one involves aggregate modeling of the effects of coupon or deal characteristics on redemption
rates and related outcomes such as purchase acceleration and brand switching. The second
stream seeks to explain factors that influence consumers to use coupons and to identify the
characteristics of consumers that are also “deal prone.”
Overall, it is clear that knowledge of the factors or attributes affecting coupon redemption based
on fairness and transparency are needed to assist marketing managers in designing effective
coupon promotions, but that knowledge to this point is limited. For example, coupon usage or
intention to use is quite well understood, but fairness and transparency are not studied at all in
the context of coupon promotions. This study addresses the perceptions of fairness and
transparency in the context of coupon attributes such as vague/clear restrictions on coupon
promotions, dollar value coupons vs. percentage-off coupons, presence or absence of the regular
price on a coupon, and examines the results for coupon redemption behaviour in the above
specific circumstances.
Table 1 shows a summary of consumers’ coupon response studies based on aggregate modeling
and of the effects of coupon characteristics such as (face value, expiry date, and distribution
volume) & price sensitivity based on savings and cost analysis.
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Table 1. Summary of Coupon Characteristics Studies
Authors

Theory used

Webster (1965)

None

Ward & Davis
(1978)

Coupon
demand
theory based
on habit and
non-habit
purchasing
Cost/benefit
utility theory

Bawa & Shoe
maker (1987) &
Narasimhan
(1984)

Concepts
investigated
Consumer
differences in
price sensitivity
based on %
buying deals
Price
discounting in
terms of face
value &
advertising

Method used
for analysis
Regression
analysis

Cross sectional
time series with
variance
estimation

Coupons are useful
informational tool for
consumers both in
terms of advertising
and discount

Coupon time
usage compared
with
benefits/savings
on a coupon
Smart shoppers

Regression
analysis

ANOVA/Regre
ssion analysis

Benefits and saving on
coupon should
outweigh the cost of
using a coupon, eg
time.
Market mavens are
smart shoppers who
like to research many
type of products and
provide other
consumers with useful
information including
coupons
Smart shoppers feelings
are related to selfconcept and self
efficacy as such that
they may be a better
predictor of coupon
compared to utilitarian
models.
Coupon redemption
rates gradually increase
before the expiry date.

Price, Feick, &
GuskerFederouch
(1988)

Market
Mavens
(individuals
with market
information)

Schindler
(1989)

Value
expressive/Eg
o expressive

Smart shoppers

Inman &
McAlister
(1994)

Regret theory

Priya Raghubir
(1998)

None

Coupon usage
Regression
in relation to
analysis
coupon duration
or expiry date
Coupon face
ANOVA
value/Regular
price
information on
a coupon

17

ANOVA/Regre
ssion analysis

Main findings
Deal-prone consumer is
usually brand switcher,
and middle-aged female

A higher face value of a
coupon may adversely
affect coupon
redemption especially
in the absence of
regular price

MoragaGonzalez &
Petrakis (1999)

Economic
model

Imperfect
regular
information on
a coupon

Asymmetric
pure
equilibrium

Zhang & Han
(2011)

None

Framing of
coupon face
value

ANOVA

Choi & Coutler
(2012)

None

Absolute versus
Relative
discount

Binomial
Logistic
Regression

Krishna &
Zhang (1999)

None

Coupon usage
and expiration
date

Clark, Zobja, &
Goldsmith
(2013)

Meditational
model

Time value in
relation to
coupon
redemption

Individual
coupon
redemption
model:
comparative
statistics
Regression

Neslin, S.A.
(1990)

Market
response
model

Distribution
volume and
profitability of
coupon
promotions

Regression
analysis

information
Coupons with regular
price information
increases competition
among retailers that in
the long run benefits
consumers.
When consumers are
presented information
in various forms, this
can lead to different
buying outcomes.
Participants chose
absolute discount 61
percent of times
compared to choosing
relative discount 31
percent of times.
A longer expiry date for
a coupon may increase
redemption for the
brand.

Consumers believe
spending time to find
coupons, organize, and
redeem are not worth
the savings.
Not all coupon
promotions can
generate incremental
results

Table 2 shows a summary of coupon usage studies based demographics such as (Age, income,
education, and house hold size), price discrimination involving demographics and Theory of
Reasoned Action (TRA).
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Table 2. Summary of Coupon User Studies
Authors

Theory used

Blattberg et
al (1978)

House hold
inventory
model based
on consumer
characteristics
None

Teel,
Williams, &
Bearden
(1980)

Shimp &
Kavas
(1984)

Theory or
Reasoned
Action (TRA)

Narasimhan
(1984)

Price
discrimination
theory

Henderson
(1985)

Redemption
decision model

Baggozzi,
Baumgartne
r, & Youjae
(1992)

Theory of
Reasoned
Action (TRA)

Bonnici,
Campbell,
Fredenberge
r, &
Hunnicut
(1997)

Symbolic
meaning of
coupon usage

Concept
investigated
Investigation of
household
characteristics
in relation to
deal-prone
Demographics/
Psychographics
in relation to
coupon
redemption

Method used
for analysis
Cross
tabulation

Normative
beliefs in
relation to
coupon use
Coupon
redemption
using
demographics
to explain price
elastic and nonelastic segments
Intention to
redeem a
coupon

Structural
Equation
Modeling
(SEM)
Regression
analysis

Coupon usage
in relation to the
concept of state
versus action
orientation
Reasons that
prevent coupon
usage

Regression
analysis
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Survey
method/Intervi
ews

Logistic
regression

Factor
Analysis

Main findings
Defined the deal prone as a
female, not working
outside home and owning a
car and a home.
Female consumers
influenced to a higher
degree to try new products
using coupons.
She is also young and
responsible for a large
family household, as such
more cautious with her
grocery expenses.
Personal attitude and
subjective norms are
important in coupon usage.
Coupon use is higher for
householders with higher
level of education, middle
class income and no
children under 18.

Coupon users tend to use
coupon when shopping
time and efforts are
minimum compared to
benefits/savings provided
on a coupon.
Three constructs intentions,
attitudes, and subjective
norms accounted for up to
48% of its variance in
coupon usage.
Coupons could be
associated with low quality
products and may
discourage coupon
redemption

Bawa,
Srinivasan,
Srivastava
(1997)

None

Redemption
intention

Logit Model

Fredenberge
r&
Hunnicut
(1997)

None

Reasons for not
using a coupon

ANOVA

Their model predicted 90%
of coupon usage intention
without specifically
looking at coupon
attractiveness and coupon
proneness.
Consumers not using a
coupon because of
association with low
quality

2.2.1 Regular Price on Coupons
Marketers have argued for a long time that it’s important to include regular price information on
coupons. Oskin (1993) suggests that regular price information should appear on coupons to
alert consumers of the savings that they will get through buying a new or existing product with a
coupon. As a consequence some coupons (especially those offered by retailers) contain regular
price information (e.g., “Regularly $3.95”). This research investigates whether the regular price
information on coupons is considered informative, fair and transparent and the affect on coupon
redemption. A study by Moraga-Gonzalez and Petrakis (1999) groups coupons into two
categories: (1) ordinary coupons; and (2) coupons including regular price information. As a
review of coupon redemption research showed there has been little research done on the effect of
including regular price information on coupons. Moraga-Gonzalez and Petrakis (1999)
constructed an economic model for inadequate price information in coupon advertising. Their
model works when coupons include regular price information. These types of coupons reduce
the informational asymmetries between existing buyers and new buyers of the product. As a
result, this increases competition among retailers that in the long run benefits consumers.
Raghbuir (1998) suggests that when the regular price information is not available on the coupon,
buyers may try to infer the regular price of a product from the coupon’s face value. She
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concluded that consumers correlate a higher face value to a higher regular price. Consequently,
a higher value of a coupon may adversely affect coupon redemption especially in the absence of
regular price information for new brands or in the case of new consumers who may lack
information about the new product. Thus, in the case of a new brand or an existing one where
buyers don’t have information to compare the discount to actual price, it is important to include
the regular price in the sales promotion particularly where coupons are involved (Raghubir,
1998).
A similar study by Low and Moody, (1996) points to a benefit from including regular price for
high face value coupons since consumers may interpret a high face value indicative of a high
regular price. Overall, this conclusion is in agreement with the finding of the importance of
including regular price information on percentage off coupons because a high percentage coupon
may have a negative impact on coupon redemption. Consumers tend to suspect that the absence
of regular price from coupons indicates a high product price (Raghubir, 1998).

2.2.2 Coupon face value
Consumers evaluate price information as an important frame of reference before deciding on a
purchase (Jacobson & Obermiller 1990; Mayhew & Winer 1992). Products with a lower price
are considered to have a low economic cost to the consumer and typically they have a higher
probability of purchase. Sales promotion’s like coupons provide similar economic benefits to
consumer and the higher the value of a coupon, the higher the savings and the higher the
probability of the purchase. For example, for a $40 product, when a consumer has access to two
coupons worth $10 and $15 dollar, most probably the $15 coupon is redeemed. Based on this
logic, previous research showed that coupons with higher economic benefits are more likely to
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be used compared to those that provide lower economic benefits or lower savings. These studies
concluded that value of a coupon serves as an economic benefit for consumers. Face value is the
indicated savings that appear on a coupon (Blattber & Neslin, 1990). As indicated previously, a
higher face value for a coupon is more likely to have a higher redemption rate (Bawa &
Shoemaker 1987; Bawa & Srinivasan 1997; Krishna & Shoemaker 1992; Leone & Srinivasan
1996; Neslin & Clarke 1987; Reibstein & Traver 1982; Shoemaker & Tibrewala 1985; and Ward
& Davis 1978). Additionally, higher face value coupons have a positive impact on information
value providing more information about the brand compared to lower face value coupons (Bawa
& Shoemaker, 1989; Chakraborty & Cole 1991). For this reason, coupon prone consumers prefer
high face value, therefore; high face value coupon influence redemption rate positively
(Chakraborty & Cole, 1991).
The value of a discount or coupon as an economic benefit to consumer is not independent of
source of information that a consumer may use for a purchase decision. It has implication for
price perception. In support of this argument, Low & Moody (1996) concluded that consumers
expect to pay a higher price for a shampoo with a discounted coupon of $3.50 compared to one
for $1.25.
The coupon value has important implications for price perception and purchase intention. The
discount on a coupon can be presented in various forms such as the discounted price at $20 or 10
% off and so on. Coupon value lowers consumers’ monetary spending and provides the
impression of acquiring value and transaction value at the same time (Grewal et al. 1998). Price
perception is related to consumers’ subjective impression of price information based on their
own minds and understanding (Monroe, 1973). Consumers perceived price of products before
actually knowing the actual price and this includes both value of a coupon and experience from
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past purchase. The possibility of using a coupon for a purchase means purchase intention. The
value of a coupon has a positive effect on buying intention but at the same time it has a negative
effect on buying intention because the mediator of perceived price (Raghubir, 1998). Similarly,
the value of a coupon is more effective when consumers do not have a lot of information about a
product and have no or little shopping experience. When consumers have more information
about the price of a product, coupons with a higher discount have more persuasive power for
purchase intention. In addition, when consumers know the price of a product, a higher discount
coupon does not impact the price perception. However, it can influence the likelihood of buying
a product and these particular cases high discount coupons are more efficient.

2.2.3 Framing Coupon Face Value
Framing means describing the same situation in two different ways (e.g., percentage off coupons
compared to dollar value coupons). The framing effect has important application in other fields
such sociology and behaviour research. In marketing, when consumers are presented
information in various forms, this can lead to different buying outcomes and behaviours (Zhang
& Han, 2012). Past studies concluded that consumer’s evaluation of a product or intention to buy
depends on the different forms of promotional cues such as coupon, rebates and discounts
(Thaler, 1985; Monroe & Chapman, 1987). For example, a study by Levin & Gaeth (1988),
concluded that consumers were more willing to buy ground beef when the framing was in terms
of percent lean than its percent fat. Another study by Khan & Dhar (2010) looked at price
framing and willingness to buy for hedonic and utilitarian products in the form of bundles.
In the market, there are different form of coupons namely amount of cash coupons, percentage
off coupons, coupons with certain benefits of products and services discounts when consumers
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spend over a certain amount (Raghubir, 1992). Among all these coupons, there are two types
which are the most common formats used among customers in the market place (Yin &
Dubinsky 2004; Delvecchio, Krishnan, & Smith 2007). The format of a discount can impact
consumers’ perception economic value of or savings of a discount (Krishna et al. 2002).
Previous research found that for big ticket items, dollar value price discounts are more effective
while for low ticket items, percent off discounts are better perceived by consumers (Chen,
Monroe, & Lou 1998).
In the case of price promotion strategy, a coupon is considered more effective tool compared to
price-offs strategy because price-off reduces the selling price without the use of a coupon.
However, those consumers who have a coupon will have the privilege of getting a discount
(Zhang & Han, 2012).
When a coupon’s face value is presented in the form of dollar value, percentage-off, and price
reduction, a framing effect takes place. If the regular price of a shirt is 50 dollars and it is put on
sale, this price can be framed in dollar reduction terms such as $10 off percentage-off terms such
as 20% off or reduced terms price such as $40. According to Frisch (1993), a framing effect
refers to people’s differing responses when a single phenomenon is presented to them in different
ways. In other words, the framing of things can affect peoples’ judgments and their preferences
of whether to choose one thing particular or its alternative (Kahneman & Tversky 1979; and
Taversky & Kahneman 1981; 1991). Past research shows that people have a preference for
positively framed decisions as compared to negatively framed ones. For example, consumers
responded positively to a ground beef label that indicated 75% beef compared to another label
which indicated presented 25 % fat (Levin & Gaeth, 1988). Several studies (Heath, Chatterjee,
& France 1995; Levin & Gaeth, 1988; Puto 1987) conclude that framing effects influences
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consumers’ responses by influencing what they perceive to be advantageous. Similarly, a
coupon with the regular price present on it (and either a dollar value or percentage off) and one
with the regular price absent may result in different coupon redemption rates as previous
research suggests that framing of a discount in an absolute term compared to relative term
influence consumers’ perceptions of the discount (Grewal & Marmorstein 1994; Heath,
Chatterjee, & France 1995).
Past studies on coupon face value have focused on monetary value in terms of dollar value.
Research on percentage off coupons has not, however; explored consumers’ perception of
fairness and transparency or influence on redemption when coupons are framed either in the
form of dollar value or percentage-off with regular price present on coupons or when the regular
price is absent from coupons. From a normative economic standpoint, consumers usually prefer
the type of a promotion which is straight forward without involving cognitive or physical efforts
and the savings are immediate and impose no effort or work on the part of the consumer. Chen &
Monroe (1998) conclude that dollar value and percentage-off framing of discounts along with
product’s price have an influence on consumers’ perception of a discount. They also find that it
was not important in terms of purchase intentions. This may be attributed to the fact that a
buyer’s positive or negative attitude toward a product does not lead to a stronger or weaker
intention to buy the product (Fishbein & Ajzen 1975; Sheppard, Hartwick, & Warsaw 1988).

2.2.4 Coupon duration
Coupon duration or expiry date is an important component of any coupon and over 99% of
coupons have a fixed expiration date (Krishna A. & Zhang Z., 1999). An issue so important to
coupon redemption, yet very little is known about consumers reaction and feelings to different

25

coupon duration. The second important question to address how best an expiry date should be
set. According to NCH marketing services (2012) survey of consumers for reasons not
redeeming coupons, 11.3% of consumers who said they were using fewer coupons reported the
cause as “offer expiration before they had a chance to redeem”. In a recent study by Clark,
Zobja & Goldsmith (2013) found that time is to be second to satisfaction/pride as an important
motive for coupon usage. Some consumers believe that spending time to find coupons, organize,
and redeem coupons are not worth the savings (Clark, Zobja & Goldsmith, 2013). Research
shows that most promotions are restricted in one form or another because they last for a specific
amount of time and period (Inman, peter, & Raghubir, 1997). Expiration date restriction is used
in coupons in order to limit financial liability (Inman and McAlister, 1994; Krishna & Zhang,
1999); to encourage consumers to act (Inman & McAlister, 1994; Spears, 2001), and to attract
buyers to a specific brand in order to reduce excessive inventory (Inmar et al., 1997). In a
similar study by Inman & McAlister (1994) it was suggested that buyers make an effort to avoid
the lost opportunity from expired coupons and this brings a surge in redemptions close to the
expiry date. Their study provides a good degree of empirical support at the aggregate level,
using scanner data, that coupon expiry dates influence redemption especially prior to expiring. In
this study, we suggest that a reasonable amount of time (e.g 1 week or 2 weeks) is important for
coupon redemption especially in the terms of cognitive effort (remembering the coupon to
redeem before it expires).

2.2.5 Coupons with Restrictions
Marketing professionals have put restrictions on sales promotions for a long time. For example,
it is common practice to see restrictions on sales promotion such stated as “ some restrictions
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apply”, or “ limited time offer” or “ e-mail subscribers only” or “ new customers only” or
“spend 100 dollars or more to get 20 % off” etc. Spears (2001) conducted a content analysis of
222 promotional offers to investigate three research questions: (1) do certain types of
promotional offers allow consumers more time to participate? (2) do particular categories of
promotional offers apply more time pressure through copy? ; and (3) do certain types of
promotional offers use more information? Spears (2001) research concentrated on the
differences between delayed payments (DP) compared to advanced receipts (AR). It did not,
however; address the question of how consumers perceive restrictions in sales promotions.
Inman et al. (1997) suggest that buyers see the presence of restrictions such as (purchase limit,
purchase pre-condition, or time) as a source of information to assess a sales promotion offer.
Their results also show that sales promotion restriction in the form of purchase limit for an
individual consumer results in increase sales. It is important to note that their study only
addressed sales promotion restrictions that were explicit.
In a seminal paper by Krishna, Lehmann, & Yuan (2002) in which they conducted a meta
analysis of 20 published studies in sales promotion, none of the studies, had explored the
phenomena of restriction as either presentation,(how sales promotions are designed and
communicated)--or how consumers react to or perceive these clauses. There is only one study
(Tan & Chua, 2004) examining how consumers perceive and respond to sales promotion offers
carrying a vague statement—for example “while stocks last!”. Their findings show that
consumer relate vague statements on sales promotions are tactics by businesses to ensure their
own financial benefits. On other hand, sales promotion restrictions do not influence consumers
to rush their purchasing decisions. Tan and Chua (2004) further concluded that a vague scarcity
restriction is not significant in terms of consumers’ perception of savings and informational
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value. Another study by Fogel & Thornton (2008), investigated the role of hassle in sales
promotion and they conclude that consumers usually have preference for using sales promotion
with less physical and cognitive efforts like, buy one get one free or a straight forward price cut.
Therefore, we also suggest that coupons that are fair, meaning require less effort with greater
savings, along with transparent coupons meaning imposing less mental effort, have a better
chance of redemption.

2.3 The Concept of Fairness
According to Oxford dictionary, to be fair is to obey the rules and standards. In reality the
concept of fairness is quite complex and perhaps it is for this reason that scholars not only from
marketing field but also from other disciplines have been interested in the meaning and
application of fairness. Scholars from social psychology and organizational behaviour studied
the concept of fairness. Researchers define fairness beyond its definition to provide a broader
interpretation like outcome (Adams, 1965), process or procedures (Thibaut & Walker, 1975) and
interactions that include information and interpersonal (Bies & Moag, 1986). Fairness can also
mean “acceptable” and “just” (Maxwell, 2008). In economics, it is believed that presence of fair
minded individuals may have significant economic effects (Kahneman et al., 1986a; Camerer &
Thaler, 1995; Bewley, 1999; Fehr & Gacher, 2000). That is why economic transactions are not
just driven by economic motives and it is very important to know when individuals perceive
differences in prices as fair. This has led to several important models of fairness. These models
have one common element and that is some individuals by default favour fairness and in addition
to their liking for material gains. The most impressive element of these models is that they are
able to predict a large number of contradictory facts accurately (Rabin, 1993; Levine, 1998;
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Dufwenberg & Kirchsteiger, 2004; Falk & Fischbacher, 2006; Fehr & Schmidt 1999; Bolton &
Ockenfels, 2000; Charness & Rabin, 2002).
Aside from the economic and psychological importance of the fairness concept, fairness is a key
concept in marketing as well. Any transaction between a buyer and a seller includes two basic
things: 1) a product is sold; 2) a price is paid. To be able to establish a happy relationship, a
buyer must always perceive that the price is a fair one. Research show that business cost should
be in line with industry practices and this can affect perceived price fairness of a firm in terms of
its reputation and price tag also has an effect on shoppers’ perceptions of fairness and their
eagerness to purchase (Campbell 1999, Bolton et al, 2003, Xia et al, 2004; Maxwell 2002). Price
promotion typically provides consumers with savings and depending on the characteristic of a
price promotion, consumers may develop their own fairness judgement towards the price
promotion tactics and it can impact the perception of the price promotion (Kukar-Kinney, Xia, &
Monroe, 2007). When consumers receive a product on price promotion, the offer may provide
them with a lower price. On other hand, consumers may have to make non-monetary sacrifices
to acquire the deal, for example looking and searching for a lower price, or clipping a coupon. In
a situation like this, obviously consumers expect to get a lower price and to get rewarded for
their efforts to obtain the deal. However, there are no guarantees that they may receive a lower
price (e.g.; a coupon has been expired and not valid anymore). Previous studies have examined
the sellers’ non-monetary efforts as input for justifying a price (Huppertz, Arenson, & Evan
1978). Kahneman et al 1986b , suggest that unfairness is, "an opportunity for gain that cannot be
exploited". In this research, we argue that the opportunity to gain can be a coupon (discount %
or rebate $). Anything that prevents (restricts) someone from exploiting the opportunity is
unfair. If there is a cost to meeting a restriction, the consumer balances the cost against the gain
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and decides whether to use the coupon or not. If there is no way to meet the restriction (i.e. only
available to Torontonians with valid tourist visas), then an economist would say this is unfair,
because the opportunity to gain cannot be exploited. Too many restrictions simply means people
won't use the coupon because it is too hard (costly) to redeem profitably (exploiting the
opportunity for gain). Many restrictions are also time consuming to read and understand, hence
there is a cost to figuring these out that may exceed the benefit the coupon offers. Transparency
means all the information that the consumer needs to determine if the coupon is worth the effort
is provided. Not transparent means some information is not stated.. for example "regular price",
where as the stated price $4.99 would be transparent.
Within price fairness, there are a number of different research streams. Here, we begin with the
role of effort in obtaining a price promotion and its relationship with the concept of fairness.

2.3.1 The Relationship Between Effort and Fairness
The equity theory states that within a relationship perceptions of fairness by either party occur
through a comparative evaluation of what each invests in the relationship (sacrifices) relative to
what each receives (obtains). Perceived fairness or equity exists when both parties perceive that
the ratios of what they receive relative to what they sacrifice (i.e., input/output ratios) are equal
(Adams, 1965; Oliver and swan, 1989). Additionally, equity theory suggests that consumers who
are considering buying a product are unlikely to think only about what they pay and get; they
also consider other factors such as what the firm pays (costs) and what it gets out of the
transaction (price). A number of studies have observed equity theory in the context of
comparisons to judge how consumers determine price fairness (Xia et al., 2004; Huppertz et al.,
1978). Two approaches stood out: either consumers compared their prices to those paid by
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other comparable buyers (Martins, 1995) or they compare current prices to previous ones or to
prices set by competition (Bolton et al., 2003). Fairness research based on the social justice
framework distinguishes between distributive (i.e., outcome) and procedural (i.e., process)
fairness. Heuristic theory (Van Den Bos, Vermunt, & Wilke, 1997) suggests that distributive and
procedural fairness do not necessarily function independently. When people receive procedural
information before outcome information, their evaluation of the outcome likely will be
influenced by their perceptions of procedural fairness (Collie, Bradley, and Sparks 2002).
A recent study by Xia, Kinney & Monroe (2010) found that efforts in terms of non-monetary
sacrifice are important factors in perception of a promoted price. This research uses multiple
studies with different price promotion tactics to show that consumers perceive a promotional
price less fair when they are denied the promoted price. This shows that the amount of effort
consumers put into to get the promoted price leads them to the feeling of entitlement. When
consumers don’t get the promoted price, this feeling of entitlement is violated and thus causing
unfairness perception of promoted price. In addition, this research demonstrates that together
retailer actions of price change and consumer actions in terms of their efforts are important
elements in determining fairness of a particular promotional price.

2.3.2 The Role of Entitlement in Fairness Perception
The principle of dual entitlement proposed by Kahneman et al. (1986a, b), is considered the basis
for much of the original work on price fairness in marketing. The premise of this theory is that
businesses are entitled to make a fair profit, but that consumers also deserve a fair price. A
business can only deviate from a fair price when it has to maintain a fair profit. This argument
maintains that it is fair for a retail business to raise prices for snow shovels if the wholesaler
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increases their prices. However, it is not fair to do so if the increase happens due to demand for
snow shovels increase because of a snowstorm. According to the dual entitlement principle,
consumers can form an opinion about what a fair profit is. Research has shown that the inferred
motive along with inferred profit are important factors in explaining the perception of price
unfairness For example, if a consumer thinks the company has a negative motive for a price
increase, the decision is perceived as unfair compared to when the consumer does not associate
the price increase with a negative motive. In addition, the firm prior reputation and inferred
relative profit influence perceived fairness. For example, when a consumer thinks that the price
increase did not increase the overall profit for the business, they will give the benefit of doubt to
a business with a good reputation though the situation may suggest a bad motive for the price
increase. This paper concludes that perceived unfairness impacts shopping behaviour and leads
to a decrease in shopping intentions and also shows that perceived unfairness mediates the
effects of inferred motive and relative price on individuals shopping intensions (Campbell,
1999).
One important feature of the dual entitlement principle is that consumers are able to judge what a
fair profit should be. For example, if a business was making a decent profit before a snow storm,
then raising prices of the shovels are deemed unfair just because there happen to be a storm. In
the context of this study, shoppers are able to assess the fairness and transparency of a coupon
based on their own effort required for redeeming a coupon (eg., benefits or savings not achieved
or denial or a coupon due to short duration or a low amount on a coupon).
2.3.3 The Role of Procedures in Fairness Perception
The procedural justice theory proceeds by taking into account the importance of the procedures
used to determine fairness perceptions (Thibau & walker, 1975). It focuses on policies and rules
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applied to set a price in contrast to distributive justice theory which emphasizes the perceived
fairness in terms of tangible outcomes. According to Collie et al. (2002), judgements of fairness
were most often determined through procedural fairness when outcomes were unknown. Dickson
& Kalapurakal (1994) concluded that consumers perceived demand-driven price increases as
almost always unfair.
Attribution theory claims that individuals tend to look for a causal explanation of an event when
the event is unusual or negative (Folkes, 1984; Weiner, 1985). Consumers will, for example,
perceive a price increase as fair or unfair based on whether they see the firm’s motive as positive
or negative (Cambell, 1999). Unfairness is perceived in price increases if it seems to be based on
demand (Frey & Pommerehne, 1993). However, if a firm offers reasonable justification for a
price increase — particularly if it is one beyond the firm’s control — unfairness perception is
decreased (Urbany et al., 1989).
Several studies in the area of buyer satisfaction related to fairness in price negotiations show that
buyer satisfaction affects the possibility of recurring negotiations and the performance of the
negotiated obligation (Barry & Oliver 1996). Additionally, the obvious preference of buyers for
lower prices (Novemsky & Schweitzer, 2004) showed that social comparisons influence buyers’
stratification. Buyers’ satisfaction is less influenced by seller profit than by comparison to price
paid by other buyers. This influence applies especially when few benchmarks exist.
Research on the concept of price fairness in yield management has typically looked at firms
charging consumers different prices for the same service (e.g., airlines or hotels). Several studies
(Kimes, 1994; Kambil & Agrawal, 2001) have investigated the issue of consumers paying
different prices for the same service and predicted that this practice may lead to consumers’
dissatisfaction and in turn have a negative effect on demand. One possible comparison lies in
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the offer of additional services for customers paying higher prices or the restriction of services
on customers paying discounted prices. Overall, price fairness research clearly suggests that
there can be a lack of attention to fairness issues in the context of designing promotions such as
the various forms of coupon use and redemption. This study is the first to address the perception
of unfairness consumers have with non-transparent coupons. Table 3 shows summary of related
research in price fairness studies.

Table 3. Summary of Price Fairness Studies
Author(s)
Dickson &
Kalapuraka
(1994)
Campbell
(1999)

Collie,
Bradley, &
Sparks (2002)

Darke & Dahl
(2003)

Theory used
Dual
entitlement
Attribution
Theory and
Principle of
dual
entitlement
Procedural
justice

Transaction
utility theory,
equity theory

Concept
investigated
Cost-based rules
vs. market based
pricing rules
Perception of
fairness in terms
of price increase
by a business.

Method used
for analysis
ANOVA

Participants
faced scenario
based situations
whether they
would pay more,
less, or equal not
aware of other
prices.
effects of
financial/nonfina
ncial rewards of
a discount on
purchasing
satisfaction and
fairness

MANOVA

Distributive fairness is not
easy to know because most
often we don’t know why
an outcome happens.

ANOVA

Both financial and
nonfinancial rewards of the
discount increased
satisfaction and fairness
with the purchase and social
cues are important
indicators for consumers on
perception of fairness.
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ANOVA

Main Findings
Price increases are
considered unfair in the
light of increased demand.
Negative intension to
increase firm profit is
perceived as unfair

Darke, Cindy
& Chung
(2005)

Attribute
framing

Negative quality
inferences on
consumers’
perception of
fairness

Frey &
Pommerehne
(1993)

Conventional
economic
theory

Huppertz,
Arenson, &
Evan (1978)

Equity theory

Evaluation of fair Survey
or just price
analysis based
on (X2homogeneity
tests)
Testing
ANOVA
perception of
inequity in a
retail exchange
situation

Kahneman,
Knetsch, &
Thaler
(1986a)

Principle of
dual
entitlement

The relationship
between fairness
and price
settings.

ANOVA

Descriptive
statistics

Kalapurakal,
Principle of
Dickson, &
dual
Urbany (1991) entitlement

Perceived
ANOVA
fairness in the
light of economic
and noneconomic factors

Kimes (1994)

Yield
management
principles

Yield
management
practices &
perceived
fairness

Descriptive
statistics

Maxwell
(1999)

Social norms
of economic
exchange

Social norms in
the light of
economic
exchange

A
classification
system based
on previous
research
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Negative price-quality
inferences can undermine
the perceived value of a
discount (Experiment 1)

Increase in price because of
surge in demand for profit
is not fair.

Price inequity is more
important than service for
shoppers.
Shoppers are more like to
be unhappy when the prices
are high.
When a business raises
prices because of increased
cost, it’s considered fair.
When a firm raises prices
due to increased demand, it
is not considered fair.
Cost increases, cost
decreases, and const-plus
rule are considered more
fair than the dual
entitlement principle.
Information such as seller’s
costs, profits, and pricing
behaviour influence
consumers’ perception of
fairness.
Yield management practices
are considered as fair if the
right information is
available on different
prices.
Savings with reasonable
restrictions are considered
fair
A proposed method of
quantifying social norms in
an economic exchange

Maxwell
(2002)

cognitive
dissonance
theory and
attribution
theory

Consumers’
perceived price
fairness and
willingness to
buy

ANOVA

Price knowledge and
determination have an
effect on consumers’
willingness to purchase.

Maxwell,
Nye, and
Maxwell
(1999)

Social utility
models of
negotiations

The effects of
priming in
relation to what
is a fair price and
accepted price

ANOVA

Oliver &
Swan (1989a)

Equity theory

Structure
Equation
Model (SEM)

Oliver &
Swan (1989b)

Equity theory

Shoppers’
feelings towards
inputs and
outcomes based
on sales
transaction as
well as their
perception inputs
and outcomes
from
salespersons.
Examining
perception of
fairness,
satisfaction,
preference, and
disconfirmation
based on car
buyers, dealers
and sales people.
Satisfaction &
fairness in the
context of
salaries offered
to MBA
graduates

Priming shoppers to
consider fairness helps
sellers to increase shopper
satisfaction without
sacrificing profit.
Fairness shoppers to show
more courteous behaviour.
A transaction is considered
fair given shopper’s inputs
and buyer’s outcomes are
high.
Intention is important in
terms of satisfaction, and
fair perception is related to
satisfaction.

Price unfairness
in the light
perceived risk,
quality, and price
consciousness

Structure
Equation
Model (SEM)

Ordonez,
Connolly, &
Coughlan
(2000)

Prospect
theory

Sinha & Batra
(1999)

Price
consciousness
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Structure
Equation
Model (SEM)

Satisfaction plays an
important role in terms of
fairness perception.
Buyers perceived a
transaction more fair when
their inputs exceeds the
sellers outcomes.

ANOVA

Satisfaction and fairness are
two distinct constructs.
Advantageous and
disadvantageous inequality
are considered unfair.
However, disadvantageous
inequality is considered
more unfair.
Price quality is not related
to fairness perception.
National brand has a strong
positive effect on perceived
price fairness.

Choi, Park, &
Stanyer
(2013)

Prospect
theory

Xia, KukarKinney, &
Monroe
(2010)

Equity
theory/dual
entitlement
theory

Bechwati,

Procedural
justice
theory/Attribut
ion theory

Sisodia, &
Sheth (2009)

Consumer
ANOVA
perceived
/ANCOVA
fairness in the
context of a risky
discount amount
like Scratch &
Save
Efforts in terms
ANOVA
of non-monetary
sacrifice are
important factors
in perception of a
promoted price

Antecedents of
price unfairness
(immorality,
excessive profit,
and inability to
understand
pricing strategy

Content
analysis

Perceived price unfairness
is mediated by price
consciousness.
Consumers perceive smaller
promotional offerings
compared to reference
discounts as more unfair
and less enjoyable.
When a consumer couldn’t
get the promotional price,
the promotion was
perceived as unfair
especially in the light of a
consumer investing more
time and searching for the
lower price.
Price is unfair when the
price of a product exceeded
more than the cost of
making the product.
Respondents felt a firm is
acting immorally when they
deceive and violate their
trust.
Unfairness happens when
consumers don’t understand
how a price was
determined.

2.4 Information Transparency
In marketing literature, information transparency means the degree of visibility and accessibility
of information (Zhu, 2002). The notion of information transparency comes from the finance
sector, particularly in the area of stocks and banking regulations (Miao & Mattila, 2007; Zhu,
2002). It is a relatively new concept in marketing literature. Information transparency has been
shown to have five dimensions: access, comprehensiveness, relevance, quality, and reliability
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(Vishwanath & Kaufmann, 2001). For example, Hofstede (2003) integrates information
transparency as having qualities of relevance, accuracy, factuality, quantity, reliability, and
timeliness. Research shows that most of the definitions for information transparency are context
specific. Degree of availability, accessibility, and visibility of information also enter into
qualities required for transparency and it is further related to the element of understanding the
information (Zhu, 2002). Another study by Remsperger & Worm (1999) pointed out that
information richness and information transparency are not the same concepts and that having a
lot of information does not lead to maximum transparency.
Transparency can assist consumers in perceiving hotel pricing to be more fair, reasonable,
acceptable, and honest when they see the rate for each night’s stay compared to the average rate
per night of other hotels (Rohlfs & Kimes, 2007). In research by Noone & Mattila (2009)
similar results were found, consumers showed preference for staying in a hotel where the rates
for each of two nights varied by lowering the second night instead of being charged the same rate
for both nights. It shows that consumers like to conceptualize rate transparency by the amount of
information about rates provided on travel websites. Maio & Mattila (2007) had also found that
consumers are willing to pay more when they are exposed to actual online pricing that lists hotels
in ascending rate order, making it easier for them to compare prices.
Recently, it was found that for transparency to have a positive impact, pricing with savings
should be completely transparent (Tanford, Erdem, & Balogu, 2011). It has a negative effect
when savings are hidden, causing the consumers to be more likely to select the opaque package.
They also suggest that transparency has a more favourable impact when the price is not the same
as for an opaque package, whereas transparency has a less favourable impact when the price is
the same.
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Previous research shows that most information transparency studies examine the impact of
transparency in the context of price in the hospitality industry. There is a lack of research to
examine the effect of information transparency in coupon promotions.

2.5 Summary of Literature Review
An in-depth discussion of literature in the areas of sales promotion, coupon usage, theories of
fairness in marketing, and information transparency suggest there is a need for exploring models
of coupon redemption that can explain the relationship between coupon design and coupon
redemption. Most of the coupon studies have focused on two streams of research; the first stream
of research efforts are in the area of aggregate modelling and mainly discusses the effects of
coupon attributes such as face value of a coupon (e.g., Ward & Davis, 1978, Priya Raghubir
(1998), date of expiry of a coupon (e.g., Inman & McAlister, 1994), saving on a coupon in terms
of cost/benefit analysis (e.g., Bawa & Shoemaker (1987) & Narasimhan (1984), and volume of
distribution issues in a coupon campaign (Neslin, 1990) on coupon usage. The second stream of
research investigated coupon usage in terms of demographics such as age, buying power or
income, level of education and the family size (e.g., Webster (1965), Teel, Williams & Bearden,
(1980), Blattberg et al (1978). Other coupon studies seek to understand coupon redemption from
consumer behaviour perspective in the context of psychological constructs (e.g., Shimp & Kavas
(1984) examined coupon usage in the light of Theory of Reasoned Action (TRA).

Although

previous coupon studies have increased our knowledge of coupon redemption to a great extent.
However, there are two main short comings so far with these studies; 1) consumers often
consider more than one attribute when they make coupon redemption decisions. Yet, there is
little research to address this issue. This study seeks to answer this gap by presenting
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participants with coupons with more than one attribute and to understand their choice for a
particular coupon in terms of redemption; 2) Coupon redemption intension is important and will
be investigated in terms of consumers behaviour of coupon redemption. This study presents
consumers with actual coupons where they are able to select their coupon and use it for buying a
meal in a restaurant.
Prior research shows that coupon redemption also varies based on product category. Clearly,
variation in redemption may occur because of the differences in category characteristics like
price variation and levels, buying frequency, availability of a certain coupon, and brand loyalty
(Bawa and Shoemaker 1987a; Webster 1965). Another study by Blattberg and Neslin (1990)
suggested that it is important to study coupon redemption for different categories at the product
category level before designing a promotional strategy. We address the issue of product
category and its effect on redemption by conducting our studies with two different products. The
Coffee and Donut Coupon Perceptions Experiment is conducted in the context of coffee and
doughnut for a specific brand of coffee-shop familiar to our research participants and the Lunch
Coupon Perceptions and Redemption Experiment is carried out in the context of a restaurant on
campus and thus familiar to students.
An overview of the literature suggests clearly there is a need to know more about redemption
behaviour that takes into account coupon design as a predictor. As indicated in the literature
review section of this thesis, consumers are faced with a number of different promotion
campaigns to influence their choice for various products. These promotion tools include
coupons, rebates, buy one get one offers, and sweepstakes and they are directed towards
consumers to enable companies to achieve short term increased market share or unit sales. These
promotion tools are used with one common purpose to provide some sort of utility to consumers
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mostly through tangible savings and benefits in terms of monetary value. In addition to the
savings provided by these various types of promotion tools, consumers also incur cognitive or
non monetary effort and physical effort redeeming coupons. As such, this research bolsters the
arguments for the importance of the influence of fair and transparent coupon design on coupon
redemption. Finally, this research also provides empirical support by examining redemption
intentions and redemption behaviour and our findings show that consumers are less likely to
redeem coupons that require a lot of effort while the financial incentives (the savings from using
the coupon) are low when it is hard to understand their savings and monetary value (the savings
from using the coupon).
The above argument is support by two different studies. The Coffee and Donut Coupon
Perceptions Experiment was conducted as a discrete choice experiment to show that fairness (the
amount of work required for redeeming a coupon) and transparency (understanding the savings
on a coupon) are important for consumers in redeeming coupons. The results from the Coffee
and Donut Coupon Perceptions Experiment supported the conceptual development that the
design of a coupon is important in terms of fairness and transparency for consumers. The Lunch
Coupon Perceptions and Redemption Experiment results also support the same conceptual
development by examining redemption intensions and redemption behaviour. Based on results
from the Coffee and Donut Coupon Perceptions Experiment and the Lunch Coupon Perceptions
and Redemption Experiment, consumers are willing to redeem coupons that are fair (worth their
efforts) and transparent (easy to understand and require minimum mental accounting).
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3. Conceptual Model and Research Hypotheses
Before presentation of the proposed research hypotheses, a brief discussion of the conceptual
model for the research is in order. To address the gap in the coupon literature in relation to
fairness and transparency and their effect on consumers’ intention to use a coupon, a model of
their interactions is proposed. Figure 1 below shows the relationship lies between coupon
design, fairness and transparency and consumer action to redeem a coupon.

Figure 1. Proposed Conceptual Model of Fairness and Transparency based on Coupon Design

Coupon Design
Regular Price
Face Value
Amount
Face Value
Framing

Fairness

Expiry Date
Intention
to Redeem

Vague
Restrictions
(i.e some
restrictions
apply)

Transparency

Clear
Restrictions
(i.e location
restriction/Do
nut only)
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Coupon
Usage

Since the main objective of this study is to examine the perception of fairness and transparency
in design of coupon promotions and their effect on coupon usage, the hypotheses were developed
as an extension to previous literature. In this chapter, the proposed hypotheses are discussed in
details.

3.1 Regular Price Information
Regular price information on a coupon is an important information source for consumers to
understand the actual saving on a particular coupon. A study by Oskin (1993), suggests that
regular price information should be displayed on a coupon, so consumers know the saving
amount on a coupon when buying new or existing products. Additionally, regular price
information is informative in terms of coupon usage because shoppers may not be aware of the
regular price for new products or products that they have not bought before. Providing regular
price information on coupons is more significant compared to other promotion information such
as a price discount (Chen & Monroe 1998; Yin & Dubinsky, 2004). In a recent paper by Han &
Zhang (2012), they argue that the benefit or saving provided on a coupon is not an independent
source of information from regular price, in order for shoppers to make a purchase, regular price
information is an important source of knowledge about the savings provided on a coupon in
comparison to the actual cost of a product. In support of this idea, Low & Moody (1996)
concluded that, when shoppers were shown a coupon for $3.50 for a bottle of shampoo compared
to $1.25 coupon for a different bottle of shampoo, shoppers thought the $3.50 bottle of shampoo
will cost more (e.g. higher regular price) than the $1.25 one. Raghubir (1998) demonstrated that
in the absence of regular price information on a coupon, shoppers would infer the regular price
from the benefits or saving provided on the coupon. She concluded that absence of regular
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information on a coupon can negatively impact coupon usage especially in the event when
shoppers are not aware of the products. She suggested that it is important to include the regular
price; because the regular price information would serve as a reference point for shoppers
especially for coupons with high face value. Inclusion of regular price is important for coupons
with high discount and benefits, otherwise; shoppers would not use high face value coupons
thinking the product has a high price (Low & Moody 1996). Regular price information has
implications for percentage coupons as well: If the regular price information is absent on the
coupon, a large amount of percent off may lead the shoppers to believe that price of the product
is high (Raghubir, 1998). Based on previous research, there is a direct relationship between
coupon value or benefits provided on a coupon, regular price of a product and purchase
intention. Based on these results, we recommend including regular price on a coupon for two
main reasons: 1) increase the perception of fairness and transparency particularly in terms of cost
of the product, 2) may also lead to increased coupon usage. The first two hypotheses argue that
inclusion of regular price on a coupon may help with perception of fairness and transparency and
ultimately may lead to greater number of coupon redemption. The main rationale behind this
thought is that consumer’s decision making is a constructive process. There are four main
components for consumers decision making: the consumer usually want to 1) minimize their
cognitive or mental effort, 2) maximize the precision of their decision, 3) minimize the
experience of negative feelings and disappointment emotions, and 4) maximize the feelings of
easiness in the decision making process ( Bettman & Payne, 1998).

H1a: Providing regular price information on a coupon will positively increase consumers’
perception of fairness.
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H1b: Providing regular price information on a coupon will positively increase consumers’
perception of transparency.

3. 2 Face Value of Coupon
Previous studies in couponing have shown that the amount or value of a coupon serves as an
economic benefit for consumers. As mentioned in the literature review chapter, face value is the
benefit or discount that appears on a coupon (Blattberg & Neslin, 1990). A higher face value for
a coupon is more likely to have a higher redemption rate (Bawa & Shoemaker 1987; Bawa &
Srinivasan 1997; Krishna & Shoemaker 1992; Leone & Srinivasan 1996; Neslin & Clarke 1987;
Reibstein & Traver 1982; Shoemaker & Tibrewala 1985; and Ward & Davis 1978).
Additionally, higher face value coupons have a positive impact on information value providing
more information about the brand compared to lower face value coupons (Bawa & Shoemaker,
1989; Chakraborty & Cole 1991). For this reason, coupon prone consumers prefer high face
value, therefore a high face value coupon influence redemption rate positively (Chakraborty &
Cole, 1991).
Research shows that time is a deterrent for coupon redemption (Babakus et al., 1988). Time as a
precious resource for most consumers, some shoppers may feel that it is not worth their time and
effort to clip coupons, search for a coupon and bring it to the store for redemption (Clark, Zboja,
& Goldsmith, 2013). However, in this research, it is argued that higher savings may signal
fairness and transparency in terms of the time and effort required to redeem a particular coupon.
For example, if a consumer had a $1 coupon for a packet of cookies that normally costs $4, it is
more likely that he or she may redeem this coupon as compared to a 40 cent coupon because it is
worth the effort to bring the coupon to the store or go online to redeem it. Furthermore, a higher
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face value coupon may help shoppers who are less interested in using a coupon because of a high
level of time and effort to use coupon. This may also help in terms of fairness that it is worth the
effort and time for a high value coupon whereas not for a lower. Therefore, we hypothesize the
following:

H2a: A high value coupon will positively increase consumers’ perception of fairness.
H2b: A high value coupon will positively increase consumers’ perception of transparency.

3.3 Framing Effect
When a coupon’s face value is presented in the form of dollar value, percentage-off, and price
reduction, a framing effect takes place. If the regular price of a shirt is $50 and it is put on sale,
this price can be framed in dollar reduction terms such as $10 or off percentage-off terms such as
20% off or reduced terms price such as $40. According to Frisch (1993), a framing effect refers
to people’s differing responses when a single phenomenon is presented to them in different
ways. In other words, the framing of things can affect peoples’ judgments and their preferences
of whether to choose one thing particular or its alternative (Kahneman & Tversky 1979; &
Taversky & Kahneman 1981; 1991). Past research shows that people have a preference toward
positively framed decisions as compared to negatively framed ones. Consumers responded
positively to a ground beef label that indicated 75% beef compared to another label which
indicated presented 25% fat (Levin & Gaeth, 1988). Several studies (Heath, Chatterjee, &
France 1995; Levin & Gaeth, 1988; Puto 1987) conclude that framing effects influences
consumers’ responses by influencing what they perceive to be advantageous. Similarly, a coupon
with the regular price present (and either a dollar value or percentage off) and one with the
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regular price absent may result in different coupon redemption rates. Previous research suggests
that framing of a discount in an absolute term compared to relative term influence consumers’
perceptions of the discount (Grewal & Marmorstein 1994; Heath, Chatterjee, & France 1995).
Past studies on coupon face value have focused on monetary value in terms of dollar value.
However, past research on coupons has not explored consumers’ perception of fairness and
transparency or influence on redemption when coupons are framed either in the form of dollar
value or percentage-off with regular price present on coupons or when the regular price is absent
from coupons. Chen and Monroe (1998) conclude that dollar value and percentage-off framing
of discounts along with the product’s price have an influence on consumers’ perception of a
discount. They also found that it was not important in terms of purchase intentions. This may be
attributed to the fact that a buyer’s positive or negative attitude toward a product does not lead to
a stronger or weaker intention to buy the product (Fishbein & Ajzen 1975; Sheppard, Hartwick,
& Warsaw 1988).
In a recent study by Xia, Kinney & Monroe (2010), it is concluded that another variable of nonmonetary sacrifice (e.g., effort) is an important factor in consumers’ perception of price
promotion fairness. Generally speaking, dollar value coupons provide buyers with an explicit
savings from the coupon especially when the regular price of the product is present on a coupon.
For example, when there is $10 off from the price of the product, it is very clear in a consumer’s
mind that $10 quantifies the savings. However, percentage-off coupons usually require mental
efforts. For example, When there is a 10% reduction in price with a coupon, there is a need to
complete some sort of calculation (Coupon percentage-off X product price = Savings) in order
to understand the actual savings. Obviously, this requires mental cognitive efforts on the
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consumers’ part especially in the absence of a regular price create even more ambiguity (Yin &
Dubinsky, 2004). A review of relevant literature, leads to the following hypotheses:

H3a: Framing face value as a dollar-value on a coupon will positively increase consumers’
perception of fairness.
H3b: Framing face value as a dollar-value on a coupon will positively increase consumers’
perception of transparency.

3.4 Expiry Date
Expiration dates are important characteristics of sales promotions. Marketers have used
expiration dates on coupons for a long time. This study will consider two specific expiry dates: a
week long and two weeks long for coupon redemption. Past research found that expiration date is
used in coupons for various reasons such as to limit financial liability (Inman and McAlister,
1994; Krishna & Zhang, 1999), to encourage consumers to act (Inman & McAlister, 1994;
Spears, 2001), to attract buyers to a specific brand in order to reduce excessive inventory (Inmar
et al., 1997). In a similar study by Inman & McAlister (1994), it was suggested that buyers make
an effort to avoid the lost opportunity from expired coupons and this brings a surge in
redemptions close to the expiry date. Their study provides a good degree of empirical support at
the aggregate level, using scanner data, that coupon expiry dates influence redemption especially
prior to expiring. However, there is very little research on longer expiry date and the effect on
perceived fairness and transparency. For example, a longer expiry date (e.g two weeks long) may
allow consumer with opportunity to redeem their coupons and as result may foster the feelings of
fairness and transparency and ultimately increase coupon redemption. We propose both in terms
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of redemption intention and redemption behaviour that longer expiry date coupons are
considered as more fair and transparent by consumers and will affect redemption positively.
Based on the above arguments, the following hypotheses are proposed:

H4a: Providing a longer expiry date on a coupon will positively increase consumers’ perception
of fairness.
H4b: Providing a longer expiry date on a coupon will positively increase consumers’ perception
of transparency.

3.5 Restrictions
It is a common practice for advertisers and retailers to use restrictions to promote their products.
Message savings like “ buy one get one free” (BOGO) or “limited time offer” or “ e-mail
subscribers only” or “ new customers only” or “spend 100 dollars or more to get 20% off”
demonstrate how consumers may respond to these different cues in sales promotion. Past
research has concluded that sales promotion restrictions are used as informational cues by
shoppers to assess offers (Howard, Shu, & Kerin 2007; Inman, Peter, & Raghubir 1997). A
number of past studies have also examined scarcity messages like limited-time scarcity (LTS)
and limited-quantity scarcity (LQS) and concluded that these messages have a positive impact on
the evaluation and attitude of the actual objective or intention of the message (Bozzolo & Brock
1992; Brannon & Brock 2001; Campo, Gijsbrechts, & Nisol 2004; Inman, Peter, and Raghubir
1997). Furthermore, in a recent study by Aggarwal, Huh & Jun (2011), they concluded that
scarcity messages like “limited-quantity” is more effective compared to limited time messages in
consumers purchasing intentions.
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Despite the popularity of using restrictions in sales promotion, there are no studies that has
examined the use of vague restrictions like “some restrictions apply” or “while quantity lasts”
compared to clear restrictions like “minimum purchase of one drink” or “this coupon can be only
used for donut” in relation to how they influence consumers’ perception of fairness and
transparency and the effect on coupon redemption. Therefore, the following hypotheses are
proposed:

H5a: Providing clear restriction on a coupon will positively increase consumers’ perception of
fairness.
H5b: Providing clear restriction on a coupon will positively increase consumers’ perception of
transparency.

3.6 Fairness
As described earlier, the role of effort in price promotion has important implications for
perception of fairness. Sales promotion often requires some work on the part of consumers to
acquire the lowest price. For example, shoppers usually need to look for a cheaper price, find a
flyer or ad and bring it to the store in order to receive the saving on the promoted item. Xia et.
al, (2010) concluded that effort (as non-monetary sacrifice) influences consumers’ perception of
price and promotion fairness in the context of price promotion. Another study by Clark et. al
(2013) examined the value of time in redeeming coupons. They found that time is a precious
resource, some shoppers feel that time spent on finding a coupon, clipping it, and bringing it to
the store is not worth the savings and benefits available on most coupons. Based on this logic,
this research proposes that the concept of fairness is important in influence consumers willing to
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redeem a coupon. If coupons are designed in a fair manner (e.g., worth the effort), it can
influence usage positively.

H6: Fairness is positively related to intention to use coupon.

3.7 Transparency
Information transparency has been studied quite well in financial industry. It has been shown
that information transparency can reduce uncertainty and can lead to better decision making by
economists. Information transparency has been also defined as the degree of visibility and
accessibility of information (Zhu, 2000).
Marketers have used vague and non-transparent restrictions on sales promotion offers quite
often. For example, vague restrictions such as “while stocks last”, “some restrictions apply”, and
“for selected items” do not impose any responsibility on the part of retailers and they are quite
inexpensive to use. Despite the common use of non-transparent practices in the retail industry in
sales promotion, there are no studies to assess the impact of transparency on sales promotion
success particularly coupons. By designing transparent coupons that provide regular price
information on a coupon in addition to perceived benefits and saving and stating restrictions in
plain and simple langue that are easy to understand compared to misleading statements can
positively influence coupon usage.

H7: Transparency is positively related to intention to use coupon.
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4. Research Methodology
This chapter describes the research methodology, a discrete choice experiment that is used for
two experimental studies to test how the design of a coupon can affect consumers’ perception of
fairness and transparency in relation to coupon redemption. This is an important chapter from the
perspective of research design because it reveals that logical pathway for collection and analysis
of data so that meaningful conclusions can be drawn.

4.1 Overview of Studies
In order to evaluate any coupon campaign and its effect on redemption, both consumers attitude
toward the coupon promotion and their behaviour need to be considered.
The Coffee and Donut Coupon Perceptions Experiment was designed in the context of a donut
and coffee promotion and was conducted in a large mall in Guelph, Ontario. Data on
participants’ redemption intention was collected using a discrete choice experiment (DCE).
In the Lunch Coupon Perceptions and Redemption Experiment, subjects participated in two
phases of the experiment. In the first phase, discrete choice experiment (DCE) was used and
measured participants’ redemption intention in the context of a restaurant menu in the PJ’s
Restaurant in the Atrium at the University of Guelph, Ontario. For phase 2 of the Lunch Coupon
Perceptions and Redemption Experiment, participants were shown six different types of coupons
and asked to choose three out of those and then one out of the three selected coupons because
they could only redeem one coupon at the restaurant. They were allowed to redeem only one
coupon in order to emulate a real shopping situation, where most often consumers can use only
one coupon per person or item. When subjects were finished selecting their final coupon, they
were given a blank piece of paper and asked to write why they preferred the coupons they had
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chosen with regards to a meal at PJ’s Restaurant. Following is a comprehensive explanation of
the studies that were undertaken, including the sampling plan and sample size, development of
research instrument, data analysis and model specification. Table 4 shows summary of each
study.

Table 4: Summary of the Coffee and Donut Coupon Perceptions Experiment and the Lunch
Coupon Perceptions and Redemption Experiment
Study
Coffee and Donut
Coupon Perceptions
Experiment

Participants
Mall participants
(200)

Task
DCE
Survey
Redemption
intention

Lunch Coupon
Perceptions and
Redemption Experiment
(Phase 1)

PJ’s restaurant
Sample
Undergraduate
Students
(105)
Same sample as
Lunch Coupon
Perceptions and
Redemption
Experiment (phase 1)

DCE
Three coupon options including
Survey
no-choice coupon option
Redemption
intention

Lunch Coupon
Perceptions and
Redemption Experiment
(Phase 2)

Method (DCE)
Three different coupon choice
options including no coupon
choice option

Actual
6 different coupon choices were
Redemption shown to participants with an
option of selecting 3 out of those
and then 1 out of the 3 selected
coupons for redemption in the
PJs restaurant

4.2 Type of Study
A discrete choice experiment (DCE) is a quantitative technique that has the capability to predict
almost all aspects of a real market as accurately as possible (Louviere and Woodworth, 1983). In
a discrete choice experiment (DCE), respondents are presented with samples of hypothetical
alternatives (choice sets). Each alternative or choice set is described by a number of attributes
and individuals are asked to choose one alternative. It provides researchers with the flexibility to
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uncover how respondents rate chosen attributes of a coupon, product, or service by asking them
to choose one choice over different hypothetical scenarios or alternatives. Researchers use DCE
to determine the importance of the attributes and how an individual may prefer one attribute over
another (Drummond et al. 2005). For this study, participants were asked to choose a coupon
option of their preference from different combinations of regular price, expiry date, location and
quantity restrictions, saving in terms of percentage and dollar amount value based on fairness
and transparency and which coupon to use or redeem.
One of the most important issues in designing a discrete choice experiment is the number of
alternative choice options that should be given in each choice set (Caussade et al., 2005;
Hensher, 2006). While it is common to offer two options in a contingent valuation method
(CVM) reflecting the options, a discrete choice experiment (DCE) may offer more than two
options in a single choice set. Participants may choose a preferred option or choose an option
that is completely different from the ‘status quo’.
Depending on research issue at hand, many researchers frame the discrete choice experiment in a
dichotomous choice arrangement with having two options (Breffle, & Rowe, 2002). For
example, for policy issues where one needs to reject a policy or accept, a two option model is
preferred. However, for other policy issues where one can expect a wide range of potential
outcomes a multiple alternative format more than 2 alternatives in a single choice set is more
appropriate. In the case of coupon redemption, it is realistic to have multiple alternatives in a
single choice set with various combinations (factorial) of attributes and levels. Presenting
multiple coupon options including no coupon option, participants’ responses can be modelled in
a more comprehensive and meaningful ways rather than just presenting them with a two option
choice set (Bennett & Blamey, 2000).
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In this study, the standard multinomial logit model (MNL) has been chosen (McFadden 1974).
The MNL function takes into account that the probability of selecting a specific coupon option is
independent of whether the respondent selects among all three options. The estimation of the
multinomial logit (MNL) has theoretical roots from maximum likelihood estimation (Ben-Akiva
& Lerman 1985).

4.3 Exploratory Studies
Before designing the actual DCE survey two exploratory studies were conducted to establish the
attributes and also understand what fairness and transparency meant to individuals in the context
of different coupon types.
In the Survey of Coupon Characteristics in Common Use, more than 100 coupons were collected
from a variety of sources such Zehr’s Supermarket, fast food outlets like Burger King and
McDonald’s, and Procter & Gamble over a period of 6 months. After a thorough content analysis
of these coupons, then they were coded in an excel sheet based on a number of criteria such as
coupon name or retailer, brand name, duration or length of coupon, inclusion of regular price,
and saving percent or dollar value. The Survey of Coupon Characteristics in Common Use was
conducted with two main objectives: 1) to include the common type of attributes and restrictions
used for designing coupon promotions by retailers and 2) to be able to select relevant coupons
for the association of coupon attributes with fairness and transparency. These results were used
to assign coupons for the experiment that were similar to these used in the market place. It
provided insights on what are some of the commons attributes or features of coupon and
restrictions are used by businesses in marketplace. The Coffee and Donut Coupon Perceptions
Experiment and the Lunch Coupon Perceptions and Redemption Experiment were designed
based on the results from the association of coupon attributes with fairness and transparency and
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A Survey of Coupon Characteristics in Common Use using Discrete Choice Experiment (DCE).
Table 5 shows a list of specific attributes that are used for fairness and transparency.
The association of coupon attributes with fairness and transparency was conducted to ensure
valid responses were obtained (Appendix A) and the objective was to verify that participants
completely understand the questionnaire. Nineteen graduate students at the master level were
recruited via e-mail from the Department of Marketing and Consumer Studies at the University
of Guelph. Survey Monkey was used to collect their responses. The intent was to employ
graduate students who did not know about the actual experimental studies and this was done
intentionally to make sure valid and realistic responses were collected for the exploratory study
without any biases. In the first part of the association of coupon attributes with fairness and
transparency, study participants were asked to provide written answers about the meaning of the
words fair, unfair, transparent and non-transparent in the context of a coupon campaign. The first
part of the association of coupon attributes with fairness and transparency study was useful in
terms of how to ask the fairness and transparency questions in the actual DCE survey. For
example, after analysing respondents’ answers, the survey questions for discrete choice question
(DCE) were modified. For example, instead of asking “which coupon is the most fair” this
question was changed to “which coupon is fair, that is reasonable and equitable” and also the
question regarding transparency was modified from “which is coupon is transparent” to which
option is transparent that is understandable and clear. In part two, the participants were shown
one coupon at a time on a computer screen and they were asked to select word or words that
apply to their feelings like “I think this is fair, unfair, transparent, and non-transparent”.
Association of Coupon Attributes with Fairness and Transparency helped to establish a clear list
of coupon attributes considered either transparent or vague and fair or unfair by participants. For
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example, coupons with vague restrictions like “some restrictions apply” the majority of
respondents (66.7%) rated as non-transparent. As far as the saving type on a coupon, dollar
amount coupon saving was considered more fair (77.8%) compared to percent saving considered
unfair at (66.7%). Furthermore, results from Association of Coupon Attributes with Fairness
and Transparency showed that consumers do consider certain features of coupons as either fair or
unfair, and as transparent or not transparent. Also, it confirmed that the constructs fairness and
transparency are relevant to the study of coupon redemption. Based on results from Association
of Coupon Attributes with Fairness and Transparency, some of the coupons with restrictions like
only for “new customers” or “e-mail subscribers only” were dropped from this study because
respondents did not find these coupons neither unfair nor non-transparent. Appendix B shows a
summary of results for Association of Coupon Attributes with Fairness and Transparency.

4.4 The Coffee and Donut Coupon Perceptions Experiment
As indicated in the previous section, the Coffee and Donut Coupon Perceptions Experiment was
conducted in Stone Road Mall, a large mall in the city of Guelph, Ontario, Canada. This study
utilized a discrete choice experiment (DCE). A product was selected that most consumers can
relate to. Another benefit of using these products is that they are non gender specific which
provide the ability to generalize the findings to both men and women. Participants were asked to
choose a coupon from three different options based on which option they thought was fair and
transparent. They were also asked which choice they will actually use for their purchase. One of
the options was no coupon and that was included because in the real market place, consumers
usually have the option of not using a coupon.
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4.4.1 Sample Size
In order to calculate a minimum sample size for the discrete choice experiment, the following
assumptions are made.
• z = 1.96, the value of normal distribution at a 95% confidence level,
• p = 1/3, 3 options may be presented, the proportion of time alternative is selected,
• q = 1 − p = 1 − 0.33 = 0.67; the number of times a coupon option will not be
selected,
• r = 16, the number of choice sets in the experiment, and
• a = 0.025 allowable sampling error. That is, the expected proportion lie within
0.28 and 0.38.
Above assumptions can be used to derive minimum sample size (n) needed as
n  z2 pq / ra2
For assumed values
n  (1.962 * 0.33*0.67) / (16 * 0.0252)
n  84.93
n  85
Therefore, a minimum sample of 85 respondents is necessary to achieve estimate of
choices to lie within 1/3 ± 2×a or about 28% and 38%. A larger sample would provide
better precision for estimates.

4.4.2 Development of the Research Instrument
In discrete choice analysis, the development of the research instrument involves the construction
of an experimental design to study the effects of the attribute levels on the stated preference or
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dependent variable. For the Coffee and Donut Coupon Perceptions Experiment which took place
in the context of coffee and donut coupons in a mall setting, several stages had to be followed in
order to the design the discrete choice experiment (DCE). These are outline in the following
sections.

4.4.2.1 Establishing Attributes
The first stage of a DCE experimental design involves identifying the attributes relevant to the
research question at hand with the following step to assign levels for each of these attributes
(Ryan 2001; Hensher et al. 2005). This is an important aspect of the DCE experimental design
because these attribute levels illustrates the hypothetical scenarios in the current DCE
experiment. The credibility of the study depends on the researcher’s ability to correctly identify
the relevant attributes.
Although there are no restrictions on the number of attributes one can include in a DCE
experiment, in practice it is recommended that the number be kept to fewer than 10. This is
important so that participants are able to consider all the relevant attributes in the DCE
experiment when making their choices (Deshazo and Fermo 2002).
On the part of the researcher, careful attention was paid to obtain the suitable number of
attributes and keep them at a minimum because the greater the number of attributes, the greater
the cognitive difficulty required by subjects to complete the DCE experiment. With a large
number of attributes, there is a tendency for participants to use a decision rule and base their
answers on a single subset of attributes. In identifying attributes, it is also critical to avoid
conceptual overlap among attributes because inter-attribute correlation can hinder the accurate
estimation of the main effect on a single attribute in respect to the dependent variable when
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present. Therefore, in the Coffee and Donut Coupon Perceptions Experiment, only six attributes
were chosen for their importance and relevance to coupon design. For example, the inclusion of
regular price is an important attribute to any sales promotion, and particularly for coupons,
because this is one way to actually to know the real savings provided by a coupon. Also, savings
in a dollar amount compared to a percentage is important for consumers because savings are not
only important in terms of the monetary value of a coupon but the framing in dollars compared
to percentage has huge implications for consumers. It is usually easier to calculate and
understand the savings from using a coupon in dollar amounts than in percentages. As indicated
earlier in the literature review section, expiry date is important in coupon redemption because
consumers are concerned with loss of expired coupons. Therefore, there is an increase in coupon
redemption toward the end of expiry date. Location was chosen as one of the attributes because
of Tim Horton’s different outlets around the city and it was important to know if this affected
consumers’ effort for using a coupon in a specific location. Besides, it is also a common practice
for businesses to locate their coupon redemption to a specific store or area. Restrictions for
product quantity and face value were included because of their common usage on coupon
designs and this was decided based on the content analysis from a survey of coupon
characteristics in common use.

4.4.2.2 Deciding on Attribute Levels
With any DCE experiment, once the list of the attributes is established, the second step is to
assign the levels for each attribute. It is recommended that the selected levels should reflect the
range of scenarios that participants are expected to face, making sure that the chosen levels are
realistic and meaningful (Hall et al. 2004).
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In the Coffee and Donut Coupon Perceptions Experiment, for four levels of restriction were
defined: minimum purchase of one drink, some restrictions apply, this coupon can only be used
for a donut, and “while quantities last”. The rest of the attributes were kept at two levels. For
Framing of the Coupon, the two levels were dollar amount ($) and percentage (%); for Face
Value, the levels were high and low; for Regular Prices the two levels were “available” and “not
available”, for Expiry Date, the levels were, “1 day” and “1 week”, for location, the levels were
“redeem at Tim Horton’s Stone Road Mall location” and “any other location in the city of
Guelph”. Table 5 shows a summary of attributes and levels for the Coffee and Donut Coupon
Perceptions Experiment.

Table 5. List of Attributes and Levels for the Coffee and Donut Coupon Perceptions Experiment
No
Attributes
1 Restrictions

2

Levels
Minimum purchase of one drink
Some restrictions apply
This coupon can be only used for donut
While quantity lasts

Framing of Coupon $
%

3

Face Value

High ($1 or 35%)
Low (40 cents or 15%)

4

Regular prices

Coffee $1.80 Donut 80 cents
Not available

5

Expiry date

1 day
1 week

6

Location

Tim Horton’s in Stone Road Mall only
Any Tim Horton’s in Guelph
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4.4.2.3 Designing the Choice Sets
The third step in a discrete choice experiment (DCE) is to formulate hypothetical alternatives and
put them together to create different choice sets. It is possible to design a full factorial which
can include all of the different combinations of the levels of attributes and one can estimate the
main effects and interactions. In discrete choice experiment (DCE), a main effect is the direct
independent effect on the dependent variable, not considering the effects of all other independent
variables, for example, a difference in price. However, an interaction effect refers to when the
effect of one independent variable on the dependent variable varies based on the level of another
independent variable; for example, a difference in price together with a difference in color. For
all practical purposes in most real life experiments, it is recommended not to run a full factorial
design (Kulhfeld, 2005). If we run a design with five attributes with two levels and one attribute
with four levels, a total of 2x2x2x2x2x4 = 128 possible combinations will be generated.

4.4.2.4 Respondent Fatigue
The researcher has the flexibility to design a discrete choice experiment (DCE) with some
discretion in regards to the number of choice options and choice sets that are present to
participants. It is recommended that the researcher makes the choice sets realistic in terms of
number of options, attributes and their levels and keeping in mind to reduce the choice
complexity. It is important to take a balanced approach not making the choice too complex that it
is almost impossible to complete the task due to limited cognitive ability for most people. It is
important to note that there is a direct connection on design of a choice sets and its subsequent
effect on the results of discrete choice experiment. The number of combinations in a discrete
choice experiment affects the cognitive difficulty and fatigue on participants; and this ultimately
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the accuracy of the model estimation (Dellaert et al., 1999; Swait and Adamowicz, 2001;
Hensher, 2004; Caussade et al., 2005; Hensher, 2006). As indicated earlier, it is not practical to
provide all these combinations to the participants and that is why factorial designs are used with
only a selection of possible alternatives. Therefore, an optimal orthogonal, main effect,
fractional factorial design (Street & Burgess, 2007) with 16 discrete choice scenarios was
obtained utilizing SAS software. These 16 choice sets were used for fairness, transparency, and
usage questions, which works out to 48 (16 X 3) discrete choice scenarios in total. Each was
repeated three times that provided judgement about fairness, transparency, and usage. A total of
48 PowerPoint slides were developed to show one choice set per slide and randomized.
A sample scenario for coffee and donuts for Coffee and Donut Coupon Perceptions Experiment
has been shown below. Also refer to (Appendix C) for complete discrete choice experiment
design for coffee and donut scenarios that took place in the Stone Road Mall settings.
Figure 2: Sample Scenarios For Coffee and Donut Perceptions Experiment
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In every choice set, the participants had three different coupon options. Using the choice set
above as an example, in the first option, saving was in cents off with no stated regular price, a
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shorter expiry date, vague restrictions, and no location restrictions. The second option had a
stated dollar value, regular price was shown, no expiry date, no restrictions, no specific location
usage. The third option showed the savings in percentage, the regular price, a longer expiry date,
vague restrictions, and specific location usage. Participants had to select among these coupons as
to which one was fair, clear, and which one they would actually redeem. The sets were
randomized each time.

4.4.3 Data Collection Procedure
For the sampling plan, surveys were administered at stands set up in the Stone Road Mall in
Guelph, Ontario with a number of signs indicating that the study was administered by the
Department of Marketing and Consumer Studies at the University of Guelph. Since the Coffee
and Donut Coupon Perceptions Experiment data collection took place in a mall setting, there
were a number of restrictions placed on the researcher in regards to data collection.
Researchers were not permitted to approach the participants in the mall, so each time a
participant was recruited he/she had to approach the data collection stands and then the
researcher would explain the purpose of the research to a potential participant. When he/she
agreed to take part in the research, then they were asked to take a seat at one of the available
computers and take the survey. Before starting the survey on the computer, they were asked to
provide on a piece paper name, date, e-mail address making sure to keep track of the number of
participants and it was also explained to the participants that all of the personal information will
be kept confidential.
In the first part of the survey, participants were asked questions such as the type of coupons that
they were familiar with and what kind of coupons they have used in real shopping scenario. Are
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they aware of coupons for baby products, health and beauty, and grocery coupons? This was
done to make the experience more realistic and enjoyable for them. In the actual coupon
scenarios, participants would see three choices including a no-choice coupon and they had to
choose which option was fair (reasonable and equitable) and which option was transparent
(understandable and clear), and which option they would use to buy for their coffee. When
participants were finished taking the computer based survey, they were compensated with a five
dollar mall gift certificate for their participation. There were two main restrictions for Coffee
and Donut Coupon Perceptions Experiment, a) participants had to be at least 18 years or older
and b) they must have used a coupon in the last six months.

4.4.4 Data Analysis Plan
The Coffee and Donut Coupon Perceptions Experiment looked at the two distinct constructs of
fairness and transparency and their relationship to coupon usage in the context of coffee and
donut promotions in Stone Road Mall, a major mall in the city of Guelph, Ontario. The intent
was to learn if the design of a coupon which is both fair (does not require too much effort on the
part of consumer to redeem) and transparency (with clear restrictions, no confusing and
misleading statements) has any effect on redemption. A number of steps were necessary to
analyze the collected data. In the first place, the choice sets were presented using a PowerPoint
program, so that it was quite easy and convenient for participants to do the survey without the
inconvenience of managing pencil and paper surveys and as each participant finished the survey,
their responses were digitally saved with a unique identity number. The next step used the
Microsoft Excel program to import all the data into a spreadsheet, with responses organized by
participant with the time taken by each participant to do the survey. This step was important in

66

cleaning the data simply because if a participant spent too little time doing the survey, it was
assumed that little attention was paid to understand the choice sets. As a final step, SAS 9.2 was
used to analyze the data and estimate the models for fairness, transparency and coupon usage.
To test the research hypotheses, the conceptual models were first developed for probability that
coupon had higher intention to redeem was considered fair or perceived transparent.
Additionally, the Sobel test for mediation was applied to show that the independent variables are
mediated by fairness and transparency on intention to redeem the coupon.

4.4.5 Discrete Choice Model Specification
The theoretical foundation of the discrete choice experiment (DCE) has a number of common
elements of the standard economic theory of consumer behaviour. As such, respondents in a
discrete choice experiment (DCE) are assumed to choose the most preferred alternative that
yields the most benefit among the available alternatives, commonly referred to as utility. The
discrete choice experiment is based on the Random Utility Theory (RUT) which states that
individual preferences are latent and cannot be observed (McFadden 1974). The notion of
“random utility” was introduced by Thurstone (1927) in psychology and later adopted to
economics studies by Marschak (1960) and it was McFadden (1974) who advanced the concept
of “random utility”. The advantage of the Discrete Choice Experiment is for “researcher to
estimate the effects of attributes on preferences and to test hypotheses about preference
processes” (Louviere, Islam, Wasi, Street and Burges, 2008). A researcher can understand a
major part of this unobservable utility through a valid elicitation process; yet it is possible that
some aspects of the utility will mostly likely remain unexplained. Therefore, an individual utility
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can be divided into two separate components: one component is called systematic and the other
one is random.
U in = V in +  in
In the given formula, U in is the Latent utility of an alternative i by the individual n, and it can be
shown by an additive function of a systematic component (Vin) and a random  in is the stochastic
or random part of the latent utility which is related to an alternative i by the individual n.

What follows is an explanation of the Discrete Choice Model specification for the Coffee and
Donut Coupon Perceptions Experiment. In the Coffee and Donut Coupon Perceptions
Experiment, individual discrete choice is used to generate individual level preferences for
coupons that are fair and transparent and also to understand individuals’ preferences for each
type of coupon and their intention to redeem them. Furthermore, the details of these empirical
specifications of the attributes that affect coupon redemption are provided below. Suppose that
Vi denote the utility associated with option i for coupon usage:

Vi = β1 Option 1 + β2 Option 2+ β3 RegPricei + β4 SavingDollari + β5 SavingAmounti + β6
SavingPercentagei + β7 ExpiryDatei + β8 RestrictionClear1i + β9 RestrictionClear2i + β10
RestrictionVague1i + β11 RestrictionVague2i + + β12 No Coupon + β13 ChoiceBuy+
β14ChoiceTranparency

Where:


Vi = is the utility associated with alternative i



Option1 and option 2 are the type of alternative coupons presented to participants

68



Regular price is 1 when alternative i has the regular price shown on the coupon, and 0 if
regular price is not shown on the coupon.



Saving Dollar is 1 when alternative i shows the dollar value, and 0 if the saving is not
shown in dollar value.



SavingAmount is 1 when alternative i has high value savings, and 0 if the amount saved
is low.



Saving Percentage is 1 when alternative i is shown in percentage, and 0 if the saving is
not shown in percentage format.

ExpiryDate is 1 when alternative i has a longer expiry date, and 0 if expiry date is shorter.
RestrictionClear1 is 1 when alternative i has clear restriction1, 0 if there is no clear restriction1.
RestrictionClear2 is 1 when alternative i has clear restriction2, 0 if there is no clear restriction2.
RestrictionVague1 is 1 when alternative i has vague restriction1, 0 if there is no vague
restriction1.
RestrictionVague2 is 1 when alternative i has vague restriction2, 0 if there is no vague
restriction2.
Similarly, assuming that a random variable yi denotes participant that selects an alternative i and
assigns value 0 (the alternative that is not chosen) where 1 is that mostly likely to be selected.
Therefore, under appropriate assumptions about error terms, and indicated by McFadden (1974)
the probability that an individual would select alternative i compared to K (three in Coffee and
Donut Coupon Perceptions Experiment) choices presented could be written as

Vi = 1 option 1 + 2 option 2 + Error
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This is a Multinomial Logit Model specification which can estimate (1) to (15) and it can also
be obtained by applying the maximum likelihood procedures. By comparing the estimates and
goodness of Fit Model it shows where different attributes related to fairness and transparency can
influence choice and ultimately coupon redemption.

4.5 The Lunch Coupon Perceptions and Redemption Experiment
The Lunch Coupon Perceptions and Redemption Experiment was a two part experiment. In the
first phase, the discrete choice experiment was designed in the context of a restaurant menu and
the intent was to understand participants’ redemption intention. In phase 2, participants had the
opportunity to redeem their coupons in PJ’s Restaurant in the Atrium located on the campus of
the University of Guelph. Participants were presented with a discrete choice survey using the
Microsoft Power Point program and when finished with their surveys, were allowed to choose
from six different coupons (Appendix D); which they could use for a meal at PJs. The PJs
restaurant was selected for two specific reasons: 1) it was easy and convenient for students to go
to the restaurant and their menu was also well known to students on campus; 2) the restaurant
manager was amenable to the experiment being conducted on the premises. Research
participants could choose among three different choices based on which they felt was fair,
transparent and which they would actually use. The choices were designed with consideration of
PJ’s menu offerings and their price for each food entree.
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4.5.1 Sampling plan and Sample Size
In the context of the Lunch Coupon Perceptions and Redemption Experiment, the researcher
used a convenience sample of undergraduate students from the Department of Marketing and
Consumer Studies research pool at the University of Guelph. The participants were recruited
through an announcement that was placed on the Desire 2 Learn (course portal) website for one
of their registered courses and as incentive to participate they received a 3 % participation mark
as part of their grade for their course offered by the Department of Marketing and Consumer
Studies. There were two specific restrictions for this study: 1) participants had to be at least 18
years of age or older; 2) they must have used at least one type of coupon in the last 6 months. As
indicated in Coffee and Donut Coupon Perceptions Experiment, a sample size of 84 was
sufficient for conducting Lunch Coupon Perceptions and Redemption Experiment. However, for
estimation of the results, recruitment efforts brought over 110 participants for Lunch Coupon
Perceptions and Redemption Experiment.

4.5.2 Development of Research Instrument
For Lunch Coupon Perceptions and Redemption Experiment, the research instruments were
developed in two steps: 1) the discrete choice experiment was designed to include its attributes
and levels; 2) the actual coupons for PJs restaurant were designed based on the menu items.

4.5.2.1 Phase 1: Discrete Choice Experiment
Since the Lunch Coupon Perceptions and Redemption Experiment was a field experiment and it
took place in the context of PJ’s Restaurant, it was logical to develop the discrete choice
experiment based on PJ’s menu (Appendix E). Before the participants begin to answer the
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discrete choice experiment survey, they were asked to indicate if they had used a coupon in the
previous six months and also asked a number of questions regarding the usage and familiarity
with different types of coupons. The warm up questions were important in deciding the
relevance of study measures. Figure 3 shows a sample scenario for PJ’s menu in Lunch Coupon
Perceptions and Redemption Experiment.

Figure 3: Sample Scenarios For Lunch Coupon Perceptions and Redemption Experiment

72

73

4.5.2.2 Lunch Coupon Perceptions and Redemption Experiment (Phase 2)
In the Lunch Coupon Perceptions and Redemption Experiment, phase 2, the actual coupons were
designed (Appendix D) based on review of PJ’s menu from different days as the menu changes
daily. Participants were shown six different coupons and then asked to select the three from
among the six that they would redeem. Since respondents could redeem only one coupon, then
they had to choose the one coupon from among the three. After they had made their selection,
they were given a pen and a piece of paper and asked to write reasons they chose this particular
coupon (Appendix F shows participants reasons for selecting the coupon of their choice).

4.5.3 Data Analysis Plan
In the following sections, a detailed explanation of how data was analyzed for both redemption
intention for the discrete choice experiment and redemption behaviour for the coupons.

4.5.3.1 Phase 1: Discrete Choice Experiment
In the first phase of the Lunch Coupon Perceptions and Redemption Experiment, where the
intent was to look at the relationship of fairness and transparency to coupon redemption, a
number of important data analysis steps were taken. In the first stage, all respondents’ answers
were imported to Excel along with other important data such as the amount of time each
respondent spent on filling out the DCE survey and the total number of completed surveys done.
In the second state of data analysis, the data collected from the Discrete Choice Experiment
(DCE) was analyzed using SAS 9.2 using for the most part the function PROC MDC. The
Discrete Choice Experiment (DCE) included four attributes with three options and three
questions. One of the main advantages of using the Discrete Choice Experiment is that
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researchers can estimate the effects of attributes on preferences and this can help to test the
hypotheses with respect to preference processes (Luviere, Islam, Wasi, Street, and Burges,
2008).
To test research hypotheses, the conceptual models were first developed for probability that the
coupon had higher intention to redeem, considered fair or perceived transparent. Additionally,
the Sobel test for mediation was applied to show that the independent variables are mediated by
fairness and transparency on intention to redeem coupon.

4.5.3.2 Phase 2: Behaviour Study Experiment
In the phase 2 of Lunch Coupon Perceptions and Redemption Experiment, the participants were
shown six coupons (Appendix D) in pairs of two and asked to choose one from each pair for a
total number of three coupons selected. They were asked to pick one from among the three to
redeem at the restaurant (They were limited to one coupon per customer). Furthermore, the
participants were asked to write their reason or reasons for choosing this one particular coupon
for use for their meal. The responses were typed into Microsoft Word document (Appendix F)
and then imported to NVivo 9 software. In NVivo 9, the word Frequency Query was used to
analyze the data with a minimum three character word and then Tag Cloud was used to identify
the words most frequently mentioned by participants.
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5. Research Findings
This chapter discusses the research findings and results for the Coffee and Donut Coupon
Perceptions Experiment and the Lunch Coupon Perceptions and Redemption Experiment. This
includes demographic profiles of the survey participants, examination of the effects of
transparency and fairness on coupon usage using DCE and comparisons of the main constructs
namely transparency and fairness. There is also an analysis of findings from phase 2 of the
Lunch Coupon Perceptions and Redemption Experiment with respect to the field study and using
the NVivo software as an analysis tool.

5.1 Coffee and Donut Coupon Perceptions Experiment
In the following section the findings for the Coffee and Donut Coupon Perceptions Experiment
are discussed and presented. First, the sample characteristics are displayed. Second, the crosstab
table for each proposed model (e.g., fairness, transparency, and buy) is presented. Third, the
Goodness of Fit of each proposed models is discussed in the light of Rho-square statistics.
Finally, conclusions are drawn from the results in relation to the hypotheses in the Coffee and
Donut Coupon Perceptions Experiment.

5.1.1 Sample Characteristics
A total of 200 surveys were administered to participants at the Stone Road Mall, the largest mall
in the city of Guelph, Ontario. The discrete choice experiment (DCE) and the DCE scenarios
were programmed in Microsoft Power Point for data collection and fortunately all 200 surveys
collected were determined to be usable for data analysis.
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The socio demographic data included gender, age, the highest level of education achieved,
employment status, nature of work, and house hold income level. After analysis of the data for
socio demographic parameters using SPSS software, it was found that 37.5% of the survey
participants were male (and the remaining 62.5% were female). Past research has also shown
that women are more coupon-prone as compared to men. In terms of age there was a wide range
for those who participated in the study; with 48% of the participants identifying themselves as
between 18 to 24 years of age, 19.0% between 25 to 34 years of age, 16.5% between 35 to 44
years of age, 8.5% between 45 to 54 years of age, 4.5% between 55 to 64 years of age, 2.0 %
between 65 to 74 years of age, 5% between 75 to 80 years of age and 1% over the age of 80. As
far as the education level of the participants, 4.5% had some secondary school, 26% had finished
high school, 10.5% had a 2 or 3 year diploma, 39% had a college or university undergraduate 4
year degree, and the remaining 20% were holding a post graduate degree at the Masters or PhD
level. The income level of the participants was as follows:
38.5% had an income of less than $20, 000
11.5% between $20,000-$29, 999
15.5% between $30,000-$49, 999
13.5% between $50,000-$74,999
9.5% between $75,000-$99,999
7.5% between $100,000-$149,999
2.0% between 150,000-199,999, 2% identified their income as over $200,000.
Before the respondents answered the discrete choice experiment survey, they were given some
questions regarding coupon usage and type of coupons: for example, were they aware of
common type of coupons such as those for grocery items and also if they had used a coupon of
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any sort in the past 12 months. Of the entire participants’ sample, 86% had used a coupon in the
past 12 months and 93.5% were aware of grocery coupons and out of those 63.5% had used a
grocery coupon at some point in their life.
One of the main reasons for including sample characteristics and coupon usage questions in the
survey was to know the demographic characteristics of participants and to gauge whether the
survey was relevant to these participants.

5.1.2 Discrete Choice Analysis
After collecting the data through Microsoft PowerPoint slides for the DCE scenarios, SAS 9.2
was used to do the analysis and then the results were imported from SAS to Microsoft Excel. A
number of graphs were drawn for analysis of each hypothesis to visualize the results in pictorial
form. The discrete choice experiment scenarios were designed with six coupon attributes, three
different options of coupons and three questions for fairness, transparency, and actual coupon
redemption. One of the advantages of using the discrete choice experiment (DCE) for the
researcher is that it has the flexibility to estimate the effects of the attributes on choices and to
test the hypotheses with respect to choice processes (Louviere et al., 2008). Additionally,
respondents are able to choose the option they think is the most fair or clear and which one they
will use or buy. Finally, fairness and transparency mediate the relationship between the
independent variables and intention to use coupon. This was tested by using Sobol test for
mediation for each hypothesized relationship. The results are summarized in appendix L. These
results (see appendix L) suggest that the important role of fairness and transparency between the
independent variable and the intention to redeem coupon.

78

One interesting attribute in the analysis used was whether having a no coupon option affects
consumers’ intention to redeem a coupon. Our analysis showed that a no coupon option has a
strong impact on intention to redeem and a weaker impact on transparency and fairness (see
figure 4). These findings suggest that the individual has utility with respect to intention to
redeem, fairness and transparency and that is why all three models are estimated.

Figure 4. Coupon Present vs. Absent

Coupon Present vs. Absent
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70%
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40%
30%
20%
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5.1.2.1 Crosstab table for proposed models
The pattern of participants is shown in table 6. The crosstab table explains that fairness,
transparency, and coupon usage are related. Crosstab and Chi-square tests show that
participants in the three alternative options (fair, transparency, and usage) at 1304 or about 43%
always chose the same alternative in the choice sets. Taking a closer look at the data in table 6,
we can calculate the relationship individually for fairness and coupon use and for transparency
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and coupon use. A high proportion of participants about 19%, always chose fair and usage in the
choice sets which is a good estimate in terms of fairness and coupon usage. In the case of
transparency, a good number of participants about 16% always chose transparency and usage in
the choice sets which is again a good estimate in terms of transparency and coupon usage.
Furthermore, a count of all the probabilities shows a very high proportion, about 76%, choosing
fairness and transparency for their coupon usage in the choice sets.

Table 6. Crosstab and Chi-square Tests
Transparency
Option A
Fairness
Option A

Coupon
Use
Option A

Coupon
Use
Option B

Transparency
Option B
Coupon
Use
Option C

Coupon
Use
Option A

Coupon
Use
Option B

Transparency
Option C
Coupon
Use
Option C

Coupon
Use
Option A

Coupon
Use
Option B

Coupon
Use
Option C

478

95

81

108

100

40

113

41

91

Expected

385.7

151.5

116.8

60.2

143.1

44.8

62.6

53.6

128.8

Chi-square

22.1

21.0

11.0

38.0

13.0

0.5

40.6

3.0

11.1

84

121

33

105

456

79

35

106

68

Expected

140.36

55.12

42.515

155.3

369.2

115.6

53.4

45.7

109.9

Chi-square

22.6

78.7

2.1

16.3

20.4

11.6

6.3

79.5

16.0

95

42

85

49

67

76

109

73

370

130.93

51.415

39.657

46.6

110.8

34.7

141.0

120.7

290.3

Option B

Option C
Expected
Chi-square

9.9

1.7

51.8

0.1

17.3

49.3

7.3

18.9

21.9

657

258

199

262

623

195

257

220

529

Chi-Square

4

221.05

<.0001

166.45

<.0001

204.55

<.0001

Likelihood Ratio
Chi-Square

4

196.10

<.0001

153.04

<.0001

181.81

<.0001

Mantel-Haenszel
Chi-Square

1

103.16

<.0001

45.67

<.0001

80.22

<.0001

Phi Coefficient

0.446

0.393

0.451

Contingency
Coefficient

0.407

0.365

0.411

Cramer's V

0.315

0.278

0.319
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5.1.2.2 Overall Model
The Rho-square statistic was used to determine the Goodness of Fit for each of the proposed
models for predicting behaviour. Rho-square measures how well a model fits the data using its
estimated parameters using a discrete measurement between 0 and 1, indicating how good a
model is in predicting response (Train 2003). A score of zero indicates that estimated parameters
have no validity for predicting behaviour; however, if it is one, this indicates that the estimated
parameters completely predict the preferences of the sampled decision makers. In Coffee and
Donut Coupon Perceptions Experiment, there were three consumer perceptions: fairness,
transparency, and intention to buy and for each of these situations, there were 8 proposed models
investigated (refer to table 7, table 10, and table 12). In the series of models for a particular
consumer perception, each model built on the previous one by incorporating one additional
variable. Comparison of the prediction accuracy with the previous model in the series indicated
whether incorporation of the variable improved predictability, and thus determined that the
added variable was significant.

5.1.2.3 Intention to Buy Model
The construct of intention to buy was examined by creating a series of models, which
incorporated only option 1 and option 2 and did not include any of the attributes of the coupon
itself. It was not very stable and this model showed that this model was not a good predictor of
the choices made by the sampled decision makers.
A series of models was developed to assess the effect of the coupon variables on intention to
buy. The following list indicates the effect of inclusion of each variable on the overall fit of the
resulting model:
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Model 1: included option 1 and option 2 only, not a good predictor of choices
Model 2: with addition of regular price to the model, Rho square value is 0.0004, the model is
slightly better
Model 3: with the addition of savings to the model, Rho square value is 0.0627, the model is
much better
Model 4: with addition of a general restriction, Rho square value is 0.0842, the model is slightly
better
Model 5: with the addition of specific restriction, Rho square value is 0.0938, the model is
slightly better
Model 6: with the addition of expiry date, Rho square value is 0.1014, the model is slightly better
Model 7: with addition of no coupon, Rho square value is 0.1113, the model is no better
Model 8: with addition of fairness and transparency, Rho square value is 0.2313, the model is
significantly better
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Table 7. Models Predicting Intention To Buy

Opt1
Opt2
RegPrice
Saving1
Save1D
Saving2
Save2D
ORes
Rest1
Rest2
Rest3
ExpDateD
NoCoup
ChoiceT
ChoiceF
Log
Likelihood
N of
Parameters
Chi-square
Prob(Chi-sq)
rho-square

M1
0.103
0.037

M2
0.101
0.031
0.066

M3
-0.024
0.113
0.217
0.540
0.703
0.031
-0.065

M4
-0.027
0.012
0.102
1.241
0.143
0.019
0.277
-0.277

M5
-0.047
0.034
0.026
1.234
0.036
0.019
0.149
-0.290
-0.034
-0.339
0.175

M6
0.041
0.007
0.093
0.760
0.393
0.026
-0.030
-0.240
-0.005
-0.384
0.187
0.185

M7
0.075
0.052
0.270
0.628
-0.238
0.028
-0.829
-0.181
0.018
-0.458
0.181
0.207
-1.255

M8
0.068
0.065
0.200
0.329
-0.069
0.023
-0.623
-0.106
0.068
-0.456
0.169
0.155
-1.002
0.659
0.746

-3499.5

-3497.9

-3280.1

-3204.9

-3171.1

-3144.5

-3110.0

-2690.1

2

3
3.00
0.08
0.0004

7
435.66
0.00
0.0627

8
150.39
0.00
0.0842

11
67.66
0.00
0.0938

12
53.28
0.00
0.1014

13
68.99
0.00
0.1113

15
839.67
0.00
0.2313

The two models which show marked improvement over the previous model in predicting
perception are model 3 and 8. With the conclusion of savings in model 3, prediction improved
significantly and with inclusion of fairness and transparency in model 8, prediction improved
greatly. This indicates that consumers like coupons which are perceived as fair and transparent
and will likely use them for purchase. This is an important result for the overall objectives of
this study.
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Table 8. Results of the Discrete Choice (Multinomial Logit) Model for Intention to Buy
Attributes
Regular Price present
Face value framing ($)
Face value amount (0, 0.4,$ 1)
Face value framing (%)
Face value amount (0, 15%,35%)
Location restriction
Some restrictions
Donut only
Quantity restrictions
Expiry date
No coupon
Considered fair
Considered Transparent

Estimate
0.200
-0.069
0.328
-0.622
0.022
-0.106
0.067
-0.456
0.169
0.154
-1.002
0.745
0.658

SE
0.059
0.175
0.178
0.154
0.004
0.027
0.045
0.052
0.037
0.028
0.16
0.040
0.041

T-value
3.366
-0.395
1.846
-4.019
5.519
-3.860
1.504
-8.691
4.558
5.492
-6.221
18.462
16.065

P-value
0.00*
0.69
0.07
0.00*
0.00*
0.00*
0.13
0.00*
0.00*
0.00*
0.00*
0.00*
0.00*

*P-value significant at 95% confidence level

Results in table 8 show that regular price information on a coupon is important for consumer
intention to buy a product (P <0.0009), face value framing (%) is significant for intention to buy
at (P <0.0008), and face value amount in terms of % is also significant. Location restrictions,
clear restrictions like donut only, quantity restriction, expiry date are all significant with p values
of 0.0001, 0, 0.000009, and 0.00000001. The constructs fairness and transparency are important
for coupon redemption as well (see table 8).

5.1.2.4 Fairness Model
The construct consumers’ perception of fairness was examined by creating a series of models
and the first of which incorporated only option 1 and option 2 and did not include any of the
attributes of the coupon itself. By examining table 9, it is shown that this model is not a good
predictor of the choices made by the sampled decision makers.
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A series of models was developed to show the effect of the coupon attributes on consumers’
perception of fairness to buy. The following list indicates the effect of inclusion of each attribute
or variable on the overall fit of the resulting model:
Model 1: included option 1 and option 2 only, not a good predictor of choice
Model 2: with addition of the regular price to the model, Rho square value is 0.0002, the model
is slightly better
Model 3: with addition of savings to the model, Rho square value is 0.03999, the model is
slightly better
Model 4: with addition of a general restriction, Rho square value is 0.0656, the model is slightly
better
Model 5: with addition of a specific restriction, Rho square value is 0.0674, the model is slightly
better
Model 6: with addition of expiry date, Rho square is 0.0722, the model is slightly better
Model 7: with addition of no coupon, Rho square is 0.0779, the model is slightly better
Model 8: with addition of transparency and buy, Rho square is 0.2095, the model is significantly
better
The model which shows marked improvement over the all the previous models is model 8 and
with inclusion of the construct fairness in model 8, the prediction improved greatly. This
indicates that consumers like coupons which are perceived fair and will likely redeem them for
purchasing products. This is a significant finding for one of the main objectives of this research.
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Table 9. Models Predicting Consumers’ Perception of Fairness

Opt1
Opt2
RegPrice
Saving1
Save1D
Saving2
Save2D
ORes
Rest1
Rest2
Rest3
ExpDateD
NoCoup
choiceB
ChoiceT
Log Likelihood
N of
Parameters
Chi-square
Prob(Chi-sq)
rho-square

M1
0.075
0.021

M2
0.074
0.017
0.050

M3
-0.014
0.063
0.145
0.498
0.419
0.027
-0.259

M4
-0.017
-0.039
0.031
1.251
-0.170
0.014
0.135
-0.303

M5
-0.028
-0.029
-0.005
1.256
-0.218
0.014
0.093
-0.311
-0.034
-0.125
0.089

M6
0.038
-0.054
0.033
0.917
0.027
0.019
-0.045
-0.276
-0.016
-0.158
0.099
0.145

M7
0.062
-0.015
0.170
0.781
-0.375
0.020
-0.590
-0.227
0.005
-0.214
0.090
0.163
-0.873

M8
0.053
-0.032
0.078
0.504
-0.287
0.013
-0.377
-0.166
0.062
-0.121
0.045
0.092
-0.531
0.746
0.737

-3507.5

-3506.6

-3367.5

-3277.4

-3271.1

-3254.3

-3234.4

-2772.6

2

3
1.75
0.63
0.0002

7
278.28
0.00
0.0399

8
180.28
0.00
0.0656

11
12.52
0.01
0.0674

12
33.51
0.00
0.0722

13
39.86
0.00
0.0779

15
923.60
0.00
0.2095

Table 10 shows the results for the discrete choice model for fairness. It contains 9600
observations; based on the response of 200 individuals performing 16 choice tasks and each task
having 3 options. The p values obtained indicate that face value amount, location restriction,
donut only (clear restriction), and expiry date are significantly important in coupon redemption.
When participants took discrete choice survey, the above attributes were significant for
perception of fairness in terms of redeeming coupons.
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Table 10. Results of the Discrete Choice (Multinomial Logit) Model for Fairness
Attributes
Regular Price present
Face value framing ($)
Face value amount (0, 0.4,$ 1)
Face value framing (%)
Face value amount (0, 15%,35%)
Location restriction
Some restrictions
Donut only
Quantity restrictions
Expiry date
No coupon
Considered Transparent
Considered buying

Estimate
0.078
-0.287
0.504
-0.376
0.013
-0.165
0.062
-0.120
0.045
0.092
-0.531
0.736
0.746

SE
0.057
0.167
0.175
0.147
0.003
0.027
0.044
0.049
0.037
0.028
0.15
0.039
0.040

T-value
1.361
-1.711
2.868
-2.550
3.293
-5.998
1.383
-2.433
1.229
3.288
-3.564
18.512
18.472

P-value
0.17
0.09
0.01*
0.01*
0.00*
0.00*
0.17
0.02*
0.22
0.00*
0.00*
0.00*
0.00*

*P-value significant at 95% confidence

5.1.2.5 Transparency Model
The construct consumers’ perception of transparency was developed by creating a series of
models, which incorporated only option 1 and option 2 and did not include any of the variables
or attributes of the coupon itself. It was not very stable and this model showed that it is shown
that this model is not a good predictor of the choices made by the sample decision makers.
A number of models was developed to assess the effect of the coupon variables or attributes on
consumers’ perception of transparency to buy. The following list indicates the effect of inclusion
of each variable or attribute on the overall fit of the resulting model:
Model 1: included option 1 and option 2 only, not a good predictor of choice
Model 2: with addition of the regular price to the model, Rho square value is 0.0020, the model
is slightly better
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Model 3: with addition of savings to the model, Rho square value is 0.0296, the model is slightly
better
Model 4: with addition of a general restriction, Rho square value is 0.0396, the model is slightly
better
Model 5: with addition of a specific restriction, Rho square value is 0.0445, the model is slightly
better
Model 6: with addition of expiry date, Rho square is 0.0475, the model is slightly better
Model 7: with addition of no coupon, Rho square is 0.0507, the model is slightly better
Model 8: with addition of fairness and buy, Rho square is 0.1709, the model is significantly
better
The model which shows marked improvement over the all the previous models is model 8 and
with inclusion of the construct transparency in model 8, the prediction improved greatly. This
indicates that consumer like coupons which are perceived transparent and will likely redeem
them for purchasing products. This is a significant finding for one of the main objectives of this
research.
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Table 11. Models Predicting Consumers’ Perception of Transparency

Opt1
Opt2
RegPrice
Saving1
Save1D
Saving2
Save2D
Ores
Rest1
Rest2
Rest3
ExpDateD
NoCoup
choiceB
ChoiceF
Log Likelihood
N of
Parameters
Chi-square
Prob(Chi-sq)
rho-square

M1
0.044
0.013

M2
0.041
0.001
0.143

M3
-0.012
0.038
0.176
0.384
0.333
0.015
-0.166

M4
-0.019
-0.021
0.115
0.843
-0.022
0.007
0.084
-0.187

M5
-0.058
-0.006
0.068
1.074
-0.202
0.008
0.073
-0.212
-0.239
0.067
0.039

M6
-0.012
-0.024
0.100
0.800
0.001
0.012
-0.052
-0.186
-0.230
0.045
0.044
0.117

M7
0.005
0.007
0.192
0.711
-0.308
0.013
-0.443
-0.153
-0.213
0.005
0.036
0.127
-0.627

M8
-0.026
0.003
0.129
0.406
-0.199
0.003
-0.216
-0.057
-0.256
0.173
-0.017
0.043
-0.247
0.660
0.738

-3512.7

-3505.6

-3408.7

-3373.7

-3356.5

-3345.8

-3334.6

-2912.3

2

3
14.22
0.00
0.0020

7
193.78
0.00
0.0296

8
70.03
0.00
0.0396

11
34.40
0.00
0.0445

12
21.39
0.00
0.0475

13
22.26
0.00
0.0507

15
844.77
0.00
0.1709

Table 12 shows results for p values and importance of attributes in terms of transparency and
their effectiveness in coupon redemption. A comparison of results for table 10 and table 12
across different attributes reveals important conclusions. For example, table 10 shows that the
presence of regular price is not so important when it comes to fairness. However, it has a lot of
importance in terms of transparency. This is an interesting result because the absence of regular
price on a coupon will not help a consumer to understand the actual saving on a coupon. The
results from table 10 and 7 support all of the hypotheses that attributes like regular price, face
value amount, locations restrictions, donut only (clear restrictions) have significant influence on
perception of fairness and transparency and ultimately on coupon usage. Another important
result from this experiment was that face value framing, both in terms of fairness and
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transparency are not significant (See table 10 & table 12) for this experiment. This experiment
was conducted in the context of coffee and donut and both of these products are low priced (so
marketers should use a percentage-off coupon).
Table 12. Results of the Discrete Choice (Multinomial Logit) Model for Transparency
Attributes
Regular Price present
Face value framing ($)
Face value amount (0, 0.4,$ 1)
Face value framing (%)
Face value amount (0, 15%,35%)
Location restriction
Some restrictions
Donut only
Quantity restrictions
Expiry date
No coupon
Considered fair
Considered buying

Estimate
0.129
-0.199
0.406
-0.216
0.003
-0.056
-0.256
0.172
-0.017
0.042
-0.247
0.737
0.659

SE
0.053
0.164
0.171
0.142
0.003
0.027
0.045
0.047
0.036
0.027
0.14
0.039
0.041

T-value
2.404
-1.210
2.368
-1.521
0.825
-2.104
-5.615
3.672
-0.476
1.527
-1.730
18.537
16.058

P-value
0.02*
0.23
0.02*
0.13
0.41
0.03*
0.00*
0.00*
0.63
0.13
0.09
0.00*
0.00*

*P-value significant at 95% confidence level

5.2 Hypotheses Findings for the Coffee and Donut Coupon Perceptions Experiment
The results were investigated with respect to the hypotheses from four different perspectives. In
the first phase of the analysis, the hypotheses were examined from an overall model perspective.
This is critical for the purpose of research findings because this will show if attribute adds any
additional explanation to the choices the participants made. In the second phase of the analysis,
each specific attribute was looked at individually to see if it is a statistically important indicator
of the choices that participants made. In the third phase of the analysis, the level of importance
each attributes carries was determined. In the final phase of the analysis, the hypotheses were
examined from overall fairness and transparency perspectives. This perspective is very
important because it provides a practical view of the findings and also helps in understanding the
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coupon redemption or usage rate. Graphical representations of each hypothesis effects are
shown for ease of comprehension of the results.

H1a: Providing regular price information on a coupon will positively increase consumers’
perception of fairness.
H1b: Providing regular price information on a coupon will positively increase consumers’
perception of transparency.

By looking at H1a and H1b in all three models, intention to buy, fairness, and transparency
from the perspective of overall model fits, the inclusion of regular price has helped to predict the
participants’ decision making in terms of fairness and transparency (Table 7, Table 9, and Table
11).
The t-stat results (see appendix H ) for inclusion of the regular price (3.366) are significant,
which means the participants would buy or use the coupon if the regular price of the item is
included on the coupon and the value for transparency is 2.404, which also indicates that
participants perceived coupons with regular price shown as clear and transparent. Similarly, the
graph below shows how effective regular price is in terms of buying or using a coupon, and
perception of fairness and transparency.
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Figure 5. Effects of Regular Price in Terms of Intention to Buy, Fairness, and Transparency

Regular Price
46%
44%

Probability

42%
40%

Use

38%

Fair

36%

Transparent

34%
32%
30%
Not included

Included

H2a: A high value coupon will positively increase consumers’ perception of fairness.
H2b: A high value coupon will positively increase consumers’ perception of transparency.

Looking at H2a & H2b in all three models: intention to buy, fairness, and transparency from the
perspective of overall model fits, the inclusion of savings on the whole helped to predict the
participants’ decision making in terms of fairness and transparency (See Table 7, Table 9, and
Table 11). Looking at the probability of buying ( see Table 13) in the case of dollar value, when
the saving amount on a coupon changed from $0.40 to $1, the probability of using a coupon
jumped from 38.95% to 43.73% which is a good estimate for usage. Similarly, when the saving
amount on a coupon changed from $0.40 to $1 the probability for fairness ( see Table 13)
jumped from 45.18% to 52.72% and also the probability for transparency (see Table 13) jumped
from 41.22% to 47.22%; Again, both of these values are significant. In the second part of Table
13, when coupon value increased from 15% to 35%, coupon usage went from 57.79% to 68.34%
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which is quite significant. Similarly, in the case of fairness, the percentages changed from
47.27% to 53.38% and respectively for transparency it has gone up from 38.87% to 40.40%.

Table 13. Probability Table for Dollar Amount and Percentage
Savings $
0
$0.40
$1
Saving %
0
15%
35%

Use
34.30%
38.95%
43.73%
Use
34.30%
57.79%
68.34%

Fair
33.57%
45.18%
52.72%
Fair
33.57%
47.27%
53.81%

Transparent
32.81%
41.22%
47.22%
Transparent
32.81%
38.87%
40.40%

The graphical representations of these results are shown in Figure 6 and 7 both for dollar value
increase in the value of a coupon and the percentage amount increase.

Figure 6. Effects of Saving Increase in Dollar Amount

Saving in $
55%

Probability

50%
45%

Use
Fair

40%

Transparent
35%
30%
0

$0.40

$1
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Figure 6 is very interesting with respect to the overall objectives of this research. When coupons
have a higher value, the fairness line in the graph shows participants considered them fair at
52.72%. Over half of the participants considered it fair, and it is worth their effort to use this
coupon. They were also considered more transparent because with the dollar amount calculation
was not needed to determine actual savings. These results clearly supported our assumptions that
participants prefer fair and transparent coupons and a high value coupon has a better chance of
redemption.

Figure 7. Effects of Saving Increase in Percentage Amount

Savings in %
75%
70%

Probability

65%
60%
55%

Use

50%

Fair

45%

Transparent

40%
35%
30%
0

15%

35%

Figure 7 is also very useful in satisfying the overall objectives of this study. When value of a
coupon is increased, the probability goes up and more of the participants will buy the product or
service using the coupon. This fits with the context of coffee and donut in this study because the
items are lower amounts and it is consistent with past literature of coupon studies that lower
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prices $1-$3 dollars, there is the effect of price drop and framing is barely noticeable
(DelVecchio, Krishnan, & Smith, 2007).

H3a: Framing face value in dollar-value on a coupon will positively increase consumers’
perception of fairness.
H3b: Framing face value in dollar-value on a coupon will positively increase consumers’
perception of transparency.

By examining H3a and H3b in all three models, intention to buy, fairness, and transparency
from the perspective of overall model fits, the inclusion of savings on the whole has helped to
predict the participants’ decision making in terms of fairness and transparency (See Table 7,
Table 9, and Table 11). Looking at the t-statistics (Appendix H), savings in dollar amount for
buying or using a coupon is at 1.846, for fairness is at 2.869, and transparency is at 2.368 and all
of these values are statistically significant. This indicates that in participants’ decision making,
not only will they redeem the coupon with dollar value, but they will also consider them as fair
and transparent coupons or deals. Figure 8 shows that consumer perceived savings indicated in
percentage value is considered a bit more fair than savings indicated in dollar value. Past
research showed that if the price of a product is low ($1-$3), then consumers are not concerned
about whether the discount amount is framed in dollars or in percentage (DelVecchio, Krishnan,
& Smith, 2007).
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Figure 8. Saving in Dollar Vs Percentage

Saving in $ vs. %
60%

Probability

55%
50%

Fairness $

45%

Fairness %
Transparency $

40%

Transparency %

35%
30%
$0 (0%)

$0.4 (15%)

$1 (35%)

H4a: Providing a longer expiry date on a coupon will positively increase consumers’ perception
of fairness.
H4b: Providing a longer expiry date on a coupon will positively increase consumers’ perception
of transparency.

By looking at H4a & H4b in all three models, intention to buy, fairness, and transparency from
the perspective of overall model fits, the inclusion of a longer expiry date has helped to predict
the participants’ decision making in terms of fairness and transparency (See Table 7, Table 9,
and Table 11). Looking at the t-statistics (Appendix H), a longer expiry date for using a coupon
is at 5.493, and for fairness is at 3.288, and these two values are statistically significant. This
indicates the participants’ decision making results in not only redemption of a coupon with dollar
value but they also consider them as more fair where they have sufficient time to redeem their
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coupon. In regards to H4a, Figure 9 shows that the longer expiry date coupons for example one
week are preferred over coupons that expiry in one day and they are clearly preferred in terms of
fairness and with a very high intention to use the coupon.

Figure 9: Longer Expiry Date in Terms of Intention to Buy, Fairness, and Transparency

Expiry Date
44%
42%

Probability

40%
38%

Use

36%

Fair
Transparent

34%
32%
30%
One day

One Week

H5a: Providing clear restriction on a coupon will positively increase consumers’ perception of
fairness.
H5b: Providing clear restriction on a coupon will positively increase consumers’ perception of
transparency.

Looking at H5a & H5b in all three models, intention to buy, fairness, and transparency from the
perspective of overall model fits, the inclusion of restrictions on the whole has helped to predict
the participants’ decision making in terms of fairness and transparency (See Table 7, Table 9,
and Table 11). Looking at the t-statistics (Appendix H), the value for clear restriction for
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example “coupon can be used only for donut”; the transparency value is 3.673, which clearly
shows the importance of clear restrictions in engaging consumers.
The t-statistics (Appendix H) for a vague restriction such as” some restrictions apply” is -5.616
which clearly shows that these type of coupons are not considered as transparent at all. Similarly,
Figure 10 below shows the comparison of clear restrictions to vague ones and it is obvious that
consumers like to see clear and non-confusing statements on coupons compared to vague ones
that are hard to understand.

Figure 10. Transparency for Clear versus Vague Restrictions

Clear vs. Vague Restrictions
50%

Probability

45%
40%
Use

35%

Fair

30%

Transparent

25%
20%
Some
Donut only
Restrictions

Limited
Quantity

Minimum
one coffee

H6: Fairness is positively related to intention to use coupon.
H7: Transparency is positively related to intention to use coupon.
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According to crosstab table (see Table 6) values, a high proportion of participants about 41%
indicated they would redeem a coupon if it is fair and transparent. A closer look at Table 6 shows
that a high number, about 19% of respondents, always chose fair coupon as an option for
redemption in the choice sets. For transparency, about 16% of the respondents, always chose
transparency as an alternative in the choice sets. A quick addition of all the probabilities show
that about 76% of participants picked fairness and transparency consistently as two alternatives
for coupon usage. Therefore, fairness and transparency are strongly related to coupon usage.

5.3 Lunch Coupon Perceptions and Redemption Experiment
The following sections will explain the findings for the Lunch Coupon Perceptions and
Redemption Experiment, which consisted of two phases. In first phase, results are based on
discrete choice experiment for redemption intention. In the second phase, the actual redemption
is discussed in terms of a field study and results are shown for redemption behaviour.

5.3.1 Sample Characteristics
The socio demographic data collected included gender, age, highest level of education achieved,
employment status, nature of work, and house hold income level. After analysing the data for
socio-demographics using SPSS software, there was little gender difference in the sample; 49.9%
reported as male and 50.5% reported as female. In terms of age, 97.1% of the participants
identified themselves between the age of 18 to 25 years old and only 2.9% between the ages of
25 to 34 years. Before respondents answered the Discrete Choice Experiment survey, they were
presented with some questions regarding coupon usage and type of coupons: they were asked
about their awareness of common types of coupons for groceries and also whether they had used
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a coupon of any sort in the past 12 months. Of the entire participants’ sample, 76.2% had used a
coupon in the past 12 months and 97.1% were aware of grocery coupons and out of those 65.7%
had used a grocery coupon at some point in their life.
The main reasons for including sample characteristics and coupon usage questions in the survey
was to know the demographics of the respondents to the survey and also whether the survey was
relevant to these participants.

5.3.2 Discrete Choice Analysis
In Lunch Coupon Perceptions and Redemption Experiment, the data was collected through two
different methods. Phase 1, Discrete Choice Experiment (DCE) was used for data collection and
the analysis was done using SAS 9.2. The Discrete Choice Experiment was designed to include
three coupon options with four attributes and three questions. A Discrete Choice Experiment
(DCE) has the benefit of allowing the elicitation of individual preferences and it also allows the
researcher to see the effects of attributes on choices over various hypothetical scenarios.
Finally, fairness and transparency mediate the relationship between the independent variables
and intention to use coupon. This was tested by using Sobol test for mediation for each
hypothesized relationship. The results are summarized in Appendix M. These results (see
Appendix M) suggest that the important role of fairness and transparency between the
independent variable and intention to redeem coupons.
One interesting attribute in the analysis used whether having a no coupon option affects
consumers’ intention to redeem a coupon. Our analysis showed that a no coupon option has a
strong impact on intention to redeem and a weaker impact on transparency and fairness (see
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Figure 11). These findings suggest that individual has the utility with respect to intention to
redeem, fairness and transparency and that is why all three models are estimated.

Figure 11. Coupon Present vs. Absent
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5.3.2.1 Frequency Count by Judgement for Proposed Models
The pattern of participants is shown in table 14. The crosstab table explains that fairness,
transparency, and coupon usage are related. Crosstab and Chi-square tests show that
participants in the three alternative options (fair, transparency, and usage) at 644 or about 38%
always chose the same alternative in the choice sets. Taking a closer look at the data in Table 10,
we can calculate the relationship individually for fairness and coupon use also for transparency
and coupon use. A high proportion of participants, about 25%, always chose fair and usage in
the choice sets, which is a good estimate in terms of fairness and coupon usage. In the case of
transparency, a good number of participants, about 13%, also always chose transparency and
usage in the choice sets, which is again a good estimate in terms of transparency and coupon
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usage. Furthermore, a count of all the probabilities shows a very high proportion, about 76%,
choosing fairness and transparency for their coupon usage in the choice sets.

Table 14. Crosstab Results
Transparency
Option A
Fairness
Option A

Coupon
Use
Option A

Coupon
Use
Option B

Transparency
Option B
Coupon
Use
Option C

Coupon
Use
Option A

Coupon
Use
Option B

Transparency
Option C
Coupon
Use
Option C

Coupon
Use
Option A

Coupon
Use
Option B

Coupon
Use
Option C

235

76

47

43

39

27

68

29

38

Expected

171.9

103.5

82.7

24.9

59.6

24.5

33.9

32.4

68.7

Chi-square

23.2

7.3

15.4

13.1

7.1

0.3

34.4

0.4

13.7

Option B

48

94

15

40

187

22

21

70

22

Expected

75.379

45.372

36.249

57.0

136.1

55.9

28.4

27.1

57.5

Chi-square

9.9

52.1

12.5

5.1

19.0

20.6

1.9

67.8

21.9

Option C

31

19

89

25

32

57

50

34

222

Expected

66.737

40.17

32.093

26.1

62.3

25.6

76.8

73.5

155.8

Chi-square

19.1

11.2

100.9

0.0

14.7

38.5

9.3

21.2

28.2

314

189

151

108

258

106

139

133

282

4

251.57

<.0001

118.41

<.0001

198.77

<.0001

4

219.76

<.0001

115.02

<.0001

183.18

<.0001

1

133.08

<.0001

22.77

<.0001

92.42

<.0001

Chi-Square
Likelihood
Ratio ChiSquare
MantelHaenszel ChiSquare
Phi Coefficient

0.620

0.501

0.599

Contingency
Coefficient

0.527

0.448

0.514

Cramer's V

0.439

0.354

0.424

5.3.2.2 Overall Models
In Lunch Coupon Perceptions and Redemption Experiment, in order to determine the Goodness
of Fit for each particular model, the Rho-square statistics was used as a basis for measurement.
Basically, this statistics looks at the model with zero parameter as its initial starting point and
each time a set of parameters are added an estimate is made of how closely parameters predict
the choices of the participants in the study (Train, 2003). In this study, three different sets of
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models for intention to buy, fairness, and transparency were looked at and a total of eight
consecutive models were analyzed for each individual model for intention to buy, fairness, and
transparency for a total of 24 models. In the following section each model has been looked at
separately.

5.3.2.3 Intention to Buy Model
The construct of intention to buy (see Table 15) was examined by creating a series of models,
which incorporated only option 1 and option 2 and did not include any of the attributes of the
coupon itself. It was not very stable and this model showed that this model was not a good
predictor of the choices made by the sampled decision makers.
A series of models was developed to assess the effect of the coupon variables on intention to
buy. The following list indicates the effect of inclusion of each variable on the overall fit of the
resulting model:
Model 1: included option 1 and option 2 only, not a good predictor of choices
Model 2: with addition of regular price to the model, Rho square value is 0.0002, the model is
slightly better
Model 3: with the addition of savings to the model, Rho square value is 0.1626, the model is
much better
Model 4: with addition of a general restriction, Rho square value is 0.1776, the model is slightly
better
Model 5: with the addition of specific restriction, Rho square value is 0.2061, the model is
slightly better
Model 6: with the addition of expiry date, Rho square value is 0.2164, the model is slightly better
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Model 7: with addition of no coupon, Rho square value is 0.2486, the model is no better
Model 8: with addition of fairness and transparency, Rho square value is 0.3418, the model is
significantly better
The two models which showed significant improvement over the previous model in predicting
perception of fairness and transparency are models 3 and 8. With the conclusion of savings in
model 3, prediction improved significantly and with inclusion of fairness and transparency in
model 8, prediction improved greatly. This indicates that consumers do like coupons which are
perceived as fair and transparent and will likely use them for purchase. This is an important
result for the overall objectives of this study.

Table 15. Models Predicting Intention To Buy

Opt1
Opt2
RegPrice
Saving1
Save1D
Saving2
Save2D
ORes
Rest1
Rest2
Rest3
ExpDateD
NoCoup
ChoiceT
ChoiceF
Log Likelihood
N of
Parameters
Chi-square
Prob(Chi-sq)
rho-square

M1
0.002
0.036

M2
0.001
0.031
0.050

M3
-0.154
-0.032
0.190
2.771
-1.468
0.050
-0.227

M4
-0.141
-0.122
0.037
3.375
-1.930
0.039
0.091
-0.248

M5
-0.250
-0.094
0.036
3.832
-2.130
0.045
0.187
-0.286
-0.503
0.513
0.032

M6
-0.110
-0.120
0.083
3.177
-1.676
0.056
-0.109
-0.216
-0.485
0.468
0.058
0.264

M7
-0.063
0.024
0.499
2.542
-2.304
0.061
-1.373
-0.075
-0.417
0.283
0.047
0.345
-2.333

M8
-0.076
0.064
0.209
2.152
-1.729
0.057
-0.932
-0.056
-0.151
0.141
0.032
0.252
-1.514
0.541
0.880

-1844.9

-1844.5

-1545.0

-1517.3

-1464.7

-1445.8

-1386.3

-1214.3

2

3
0.90
0.34
0.0002

7
598.94
0.00
0.1626

8
55.45
0.00
0.1776

11
105.06
0.00
0.2061

12
37.94
0.00
0.2164

13
118.97
0.00
0.2486

15
344.04
0.00
0.3418
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Table 16. Results of the Discrete Choice (Multinomial Logit) Model for Intention to Buy
Attributes
Regular price Present
Face value framing ($)
Face value amount (0, $1, $2.5)
Face value framing (%)
Face value amount (0, 15%, 35%)
Valid or not valid with any other offer
Some restrictions
Entree only
Quantity restrictions
Expiry date
No coupon
Considered fair
Considered Transparent

Estimate
0.208
-1.729
2.152
-0.931
0.056
-0.056
-0.151
0.140
0.032
0.251
-1.514
0.879
0.541

SE
0.093
0.268
0.296
0.216
0.005
0.042
0.071
0.073
0.054
0.047
0.24
0.060
0.066

T-value
2.230
-6.436
7.268
-4.312
9.557
-1.312
-2.126
1.928
0.592
5.343
-6.347
14.444
8.142

P-value
0.03*
0.00*
0.00*
0.00*
0.00*
0.19
0.04*
0.06
0.55
0.00*
0.00*
0.00*
0.00*

*P-value significant at 95% confidence level

Results in Table 16 show that regular price information on a coupon is important for consumer
intention to buy a product (P <0.027), Face value framing ($) is significant for intention to buy at
(P <0), and face value amount in terms of % is also significant. Clear restrictions like entree
only, expiry date are all significant. The constructs fairness and transparency are important for
coupon redemption (see table 16).

5.3.2.4 Fairness Model
The construct consumers’ perception of fairness was examined by creating a series of models
and the first of which incorporated only option 1 and option 2 and does not include any of the
attributes of the coupon itself. By examining Table 17, it is shown that this model is not a good
predictor of the choices made by the sampled decision makers.
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A series of models was developed to show the effect of the coupon attributes on consumers’
perception of fairness to buy. The following list indicates the effect of inclusion of each attribute
or variable on the overall fit of the resulting model:
Model 1: included option 1 and option 2 only, not a good predictor of choice
Model 2: with addition of the regular price to the model, Rho square value is 0.0077, the model
is slightly better
Model 3: with addition of savings to the model, Rho square value is 0.0656, the model is slightly
better
Model 4: with addition of a general restriction, Rho square value is 0.0818, the model is slightly
better
Model 5: with addition of a specific restriction, Rho square value is 0.1133, the model is slightly
better
Model 6: with addition of expiry date, Rho square is 0.1273, the model is slightly better
Model 7: with addition of no coupon, Rho square is 0.1596, the model is slightly better
Model 8: with addition of transparency and buy, Rho square is 0.2629, the model is significantly
better
The model which shows marked improvement over the all the previous models is model 8 and
with inclusion of the construct fairness in model 8, the prediction improved greatly. This
indicates that consumers like coupons which are perceived fair and are likely to redeem them for
purchasing products. This is a significant finding for one of the main objective of this research.
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Table 17. Models Predicting Consumers’ Perception of Fairness

Opt1
Opt2
RegPrice
Saving1
Save1D
Saving2
Save2D
ORes
Rest1
Rest2
Rest3
ExpDateD
NoCoup
choiceB
ChoiceT
Log Likelihood
N of
parameters
Chi-square
Prob(Chi-sq)
rho-square

M1
0.074
-0.074

M2
0.069
-0.099
0.280

M3
-0.005
-0.158
0.228
2.067
-1.174
0.017
0.047

M4
0.002
-0.261
0.121
2.721
-1.670
0.005
0.405
-0.249

M5
-0.095
-0.224
0.113
3.172
-1.904
0.011
0.460
-0.289
-0.557
0.470
0.101

M6
0.037
-0.255
0.195
2.473
-1.396
0.023
0.137
-0.218
-0.560
0.450
0.139
0.281

M7
0.103
-0.138
0.560
2.031
-2.214
0.025
-1.063
-0.095
-0.467
0.267
0.139
0.343
-2.094

M8
0.141
-0.139
0.352
1.279
-1.570
0.004
-0.582
-0.071
-0.225
0.088
0.178
0.263
-1.470
0.888
0.596

-1842.6

-1828.4

-1721.8

-1691.9

-1633.7

-1608.0

-1548.6

-1358.2

2

3
28.42
0.00
0.0077

7
213.15
0.00
0.0656

8
59.91
0.00
0.0818

11
116.22
0.00
0.1133

12
51.50
0.00
0.1273

13
118.84
0.00
0.1596

15
380.74
0.00
0.2629

Based on p values in Table 18, we can see presence of regular price information, face value
amount in dollar format, higher face value amount both for dollar and percentage and expiry date
are significantly important in coupon redemption. When participants took the discrete choice
survey, the above attributes were significant for perception of fairness in terms of redeeming
coupons.
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Table 18. Results of the Discrete Choice (Multinomial Logit) Model for Fairness
Attributes
Regular price Present
Face value framing ($)
Face value amount (0, $1, $2.5)
Face value framing (%)
Face value amount (0, 15%, 35%)
Valid or not valid with any other
offer
Some restrictions
Entree only
Quantity restrictions
Expiry date
No coupon option
Considered Transparent
Considered buying

Estimate
0.351
-1.569
1.278
-0.581
0.004

SE
0.082
0.254
0.275
0.209
0.005

T-value
4.262
-6.174
4.641
-2.774
0.733

P-value
0.00*
0.00*
0.00*
0.01*
0.46

-0.070
-0.225
0.088
0.177
0.263
-1.470
0.596
0.888

0.04
0.069
0.070
0.051
0.043
0.21
0.060
0.061

-1.763
-3.259
1.254
3.446
6.037
-6.878
9.889
14.558

0.08
0.00*
0.21
0.01*
0.00*
0.00*
0.00*
0.00*

*P-value significant at 95% confidence level

5.3.2.5 Transparency Model
The construct consumers’ perception of transparency was developed by creating a series of
models (see Table 19), which incorporated only option 1 and option 2 and did not include any of
the variables or attributes of the coupon itself. It was not very stable and this model showed that
this model was not a good predictor of the choices made by the sample decision makers.
A number of models were developed to assess the effect of the coupon variables or attributes on
the consumers’ perception of transparency to buy. The following list indicates the effect of
inclusion of each variable or attribute on the overall fit of the resulting model:
Model 1: included option 1 and option 2 only, not a good predictor of choice
Model 2: with addition of the regular price to the model, Rho square value is 0.0278, the model
is slightly better
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Model 3: with addition of savings to the model, Rho square value is 0.0360, the model is slightly
better
Model 4: with addition of a general restriction, Rho square value is 0.0384, the model is slightly
better
Model 5: with addition of a specific restriction, Rho square value is 0.1094, the model is slightly
better
Model 6: with addition of expiry date, Rho square is 0.110, the model is slightly better
Model 7: with addition of no coupon, Rho square is 0.1281, the model is slightly better
Model 8: with addition of fairness and buy, Rho square is 0.1915, the model is significantly
better
The model which showed marked improvement over the all the previous models is model 8 and
with inclusion of the construct transparency in model 8, the prediction improved greatly. This
indicates that consumers like coupons which are perceived transparent and will likely to redeem
them for purchasing products. This is a significant finding for one of the main objectives of this
research.
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Table 19. Models Predicting Consumers’ Perception of Transparency

Opt1
Opt2
RegPrice
Saving1
Save1D
Saving2
Save2D
ORes
Rest1
Rest2
Rest3
ExpDateD
NoCoup
choiceB
ChoiceF
Log Likelihood
N of
parameters
Chi-square
Prob(Chi-sq)
rho-square

M1
0.164
-0.162

M2
0.158
-0.215
0.537

M3
0.145
-0.199
0.525
0.276
0.105
0.002
0.017

M4
0.137
-0.228
0.490
0.527
-0.085
-0.002
0.148
-0.094

M5
0.019
-0.236
0.411
1.550
-0.759
0.006
0.121
-0.185
-0.914
0.698
-0.120

M6
0.047
-0.244
0.443
1.326
-0.596
0.011
-0.003
-0.164
-0.917
0.692
-0.113
0.093

M7
0.083
-0.145
0.654
1.124
-1.266
0.009
-0.810
-0.086
-0.834
0.568
-0.136
0.102
-1.423

M8
0.110
-0.118
0.561
0.200
-0.461
-0.006
-0.485
-0.036
-0.720
0.502
-0.180
0.005
-0.843
0.542
0.586

-1830.8

-1779.9

-1764.9

-1760.5

-1630.5

-1627.7

-1596.3

-1480.3

2

3
101.81
0.00
0.0278

7
29.99
0.00
0.0360

8
8.90
0.00
0.0384

11
260.05
0.00
0.1094

12
5.60
0.02
0.1110

13
62.64
0.00
0.1281

15
232.08
0.00
0.1915

Furthermore Table 20 shows results for p values and importance of attributes in terms of
transparency and their effectiveness in coupon redemption. A comparison of results for Table 18
and Table 20 across different attributes can bring us to important conclusions. For example,
Table 18 shows that presence of regular price is somewhat important when it comes to fairness.
However, it has a lot of importance in terms of transparency and this is interesting results
because the absence of regular price information on a coupon will not help a consumer to
understand the actual saving on a coupon that is confirmed both in the Coffee and Donut Coupon
Perceptions Experiment and in the Lunch Coupon Perceptions and Redemption Experiment. The
results from Tables 18 and 20 support all of the hypotheses with attributes like regular price, face
value amount, and donut only (clear restrictions) have significant influence on perception of
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fairness and transparency and ultimately on coupon usage. Another important result from this
experiment was that face value framing both in terms of fairness and transparency are not
significant (See Table 18 & Table 20) for this experiment. Since this experiment was conducted
in the context of coffee and donut and both of these products are low priced, marketers should
use a percentage-off coupon.

Table 20. Results of the Discrete Choice (Multinomial Logit) Model for Transparency
Attributes
Regular price Present
Face value framing ($)
Face value amount (0, $1, $2.5)
Face value framing (%)
Face value amount (0, 15%, 35%)
Valid or not valid with any other offer
Some restrictions
Entree only
Quantity restrictions
Expiry date
No coupon
Considered fair
Considered buying

Estimate
0.561
-0.460
0.200
-0.484
-0.005
-0.036
-0.720
0.501
-0.180
0.004
-0.843
0.586
0.542

SE
0.073
0.240
0.263
0.196
0.005
0.037
0.072
0.065
0.051
0.042
0.19
0.060
0.066

T-value
7.627
-1.912
0.761
-2.466
-0.996
-0.971
-9.950
7.661
-3.476
0.116
-4.373
9.719
8.152

P-value
0.00*
0.06*
0.45
0.02*
0.32
0.33
0.00*
0.00*
0.00*
0.91
0.00*
0.00*
0.00*

*P-value significant at 95% confidence level

5.4 Hypotheses Findings for the Lunch Coupon Perceptions and Redemption Experiment
In the Lunch Coupon Perceptions and Redemption Experiment, the findings were viewed from
four different perspectives in relation to the hypotheses. Firstly, the hypotheses are investigated
from an overall model perspective. This was critical to the purpose of this study research because
this would show if the attribute added any additional explanation to the choices the participants
made. Secondly, each specific attribute was examined individually using t-statistics to see if the
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attribute was important in terms of redemption of the coupon, and also perceived fairness and
transparency. In the third phase of the analysis, the level of importance of each attribute was
determined. In the final phase of the analysis, the hypotheses were studied from overall fairness
and transparency perspectives. This perspective was very important because it provided a
practical view of the findings and also helped explain coupon redemption or usage rate.
Graphical representations of each hypothesis effects were shown to make comprehension of the
results easier.

H1a: Providing regular price information on a coupon will positively increase consumers’
perception of fairness.
H1b: Providing regular price information on a coupon will positively increase consumers’
perception of transparency.

Looking at H1a & H1b in all three models for intention to buy, fairness, and transparency from
the perspective of overall model fits, the inclusion of regular price helped to predict the
participants’ decision making in terms of fairness and transparency (table 15, Table 17, and
Table 19). Looking at the t-stat (Appendix I), the regular price (2.330) is significant which
means the participants would buy or use the coupon if the regular price of the item is included on
the coupon and the value for transparency is very high at 7.628 which also indicates that
participants perceived coupons with regular price shown as clear and transparent and for fairness
it is also very high and significant at 4.263. Similarly, Figure 12 shows how effective regular
price is in terms of intention to buy or using a coupon, and perception of fairness and
transparency.
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Figure 12: Effects of Regular Price in Terms of Intention to Buy, Fairness, and Transparency

Regular Price
65%
60%

Probability

55%
50%
45%

Use

40%

Fair

35%

Transparent

30%
25%
20%
Not included

Included

H2a: A high value coupon will positively increase consumers’ perception of fairness.
H2b: A high value coupon will positively increase consumers’ perception of transparency.

Looking at H2a & H2b in all three models of intention to buy, fairness, and transparency from
the perspective of overall model fits, the inclusion of savings on the whole has helped to predict
the participants’ decision making in terms of fairness and transparency (See Table 15, Table 17,
and Table 19). Looking at the probability of buying in terms of dollar amount (Table 21) when
the saving amount on a coupon changed from $1.00 to $2.50 dollars the value jumped from
83.16% to 91.41% which shows the probability of using a coupon increased to over 90%.
Similarly, the probability for fairness in terms of percentage (Table 21), when the saving amount
on a coupon changed from 15% to 35% the value jumped from 54.02% to 56.11% which showed
respondents liked the increase value in the coupon and a higher probability they would use the
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coupon. Also, for transparency in terms of dollar amount, when the amount increased from $1 to
$2.5, the probability jumped from 47.44% to 50.45% showing an increase. In terms of
transparency for percentage increase, there is opposite effect when the value changed from 15%
to 35%, the value decrease to 41.02%.

Table 21. Probability Table for Dollar Amount and Percentage
Probability
Fairness $
Fairness %
Transparency $
Transparency %

$0 (0%)
38.13%
38.13%
34.45%
34.45%

$1
(15%)
83.16%
54.02%
47.44%
43.87%

$2.5
(35%)
91.41%
56.11%
50.45%
41.02%

Furthermore, the graphical representations of these probabilities are shown in Figures 13 and 14
both for dollar amount increase in the value of a coupon and the percentage amount.

Figure 13. Effect Saving Increase in Dollar Amount

Savings $
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40%
30%
0

$1.00
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$2.50

Figure 13 is very interesting as far as the overall objectives of this research. When coupons have
a higher value, from the slope of the red line for fairness, participants considered them fair and
there was a higher probability of about 95% for usage. They are also transparent because as the
dollar amount is indicated, no calculation is needed. These results clearly support our
assumptions that participants prefer fair and transparent coupons in terms of dollar value and
higher value.

Figure 14. Effects of Saving Increase in Percentage Amount

Saving %
100%
90%

Probability

80%
70%

Use
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Fair
Transparent

50%
40%
30%
0

15%

35%

Figure 14 illustrates very important results that support the overall objectives of this study.
When value on a coupon is increased, the probability of usage goes up. It is considered fair.
However, it is not considered transparent because it is not easy to comprehend the savings in
percentage as of dollar value.
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H3a: Framing face value in dollar-value on a coupon will positively increase consumers’
perception of fairness.
H3b: Framing face value in dollar-value on a coupon will positively increase consumers’
perception of transparency.
When we look at H3a & H3b for all three models, intention to buy, fairness, and transparency
from the perspective of overall model fits, the inclusion of savings in the model has helped to
predict the participants’ decision making in terms of fairness and transparency (see Table 15,
Table 17, and Table 19). Looking at the t-statistics (Appendix I), savings in dollar value for
buying or using a coupon is at 7.269, and for fairness is at 4.642, and both these values are
statistically significant. This indicates that participants’ decision making to redeem the coupon is
influenced by inclusion of dollar-value which also influences perception of them as fair deals.
Figure 15 shows that savings indicated in dollar value are considered fairer than savings as a
percentage and this clearly supports our hypothesis.

Figure 15. Saving in Dollar Value vs. Percentage

Savings in $ vs. %
100%
90%

Probability

80%
Fairness $

70%

Fairness %

60%

Tranparency $

50%

Tranparency %

40%
30%
$0 (0%)

$1 (15%)
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$2.5 (35%)

H4a: Providing a longer expiry date on a coupon will positively increase consumers’ perception
of fairness.
H4b: Providing a longer expiry date on a coupon will positively increase consumers’ perception
of transparency.

When we look at H4a & H4b in the context of all three models for intention to buy, fairness, and
transparency from the perspective of overall model fits, the inclusion of a longer expiry date on a
coupon helped to predict the participants’ decision making in terms of fairness and transparency
(see Table 15, Table 17, and Table 19). Looking at the t-statistics (Appendix I), longer expiry
date for buying or using a coupon is at 5.344, and for fairness is at 6.037, and these two values
are statistically significant which indicates that participants’ decision making to redeem the
coupon is influenced by having dollar-value indicated but also that consumers consider them as
fair coupons and a good deal where they have sufficient time to redeem their coupon. The graph
in Figure 16 shows that the longer expiry date coupons are clearly preferred in terms of fairness
and transparency and with very high intention to buy or using the coupon.
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Figure 16. Longer Expiry Date in Terms of Intention to Buy, Fairness, and Transparency

Expiry Date
55%
50%

Probability

45%
40%

Use

35%

Fair
Transparent

30%
25%
20%
One day

One Week

H5a: Providing clear restriction on a coupon will positively increase consumers’ perception of
fairness.
H5b: Providing clear restriction on a coupon will positively increase consumers’ perception of
transparency.

When we look at H5a & H5b in all three models, intention to buy, fairness, and transparency
from the perspective of overall model fits, the inclusion of restrictions on the whole has helped to
predict the participants’ decision making in terms of fairness and transparency (see Table 15,
Table 17, and Table 19). Looking at the t-statistics, the value for clear restriction (for example,”
coupon can be used only for donut”), the transparency value is 7.661, which clearly shows the
importance of clear restrictions appreciation by consumers.
The t-statistics (Appendix I) for a vague restriction such as” some restrictions apply” is -9.951
which clearly shows that these type of coupons are not considered as transparent at all. Figure 17
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below shows the probability of usage of coupons in comparison to clear restrictions and vague
ones.

Figure 17. Transparency for Clear versus Vague Restrictions

Probability

Clear vs. Vague Restrictions
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60%
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45%
40%
35%
30%
25%
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Use
Fair
Transparent
Some
Restrictions

Entree only

While
Minimum
Quantity last purchase of
one entree
and one side

H6: Fairness is likely to positively related to intention to use coupon.
H7: Transparency is likely to positively related to intention to use coupon.

The pattern of participants’ choice selection is shown in table 14. In the three choice sets, a high
proportion of participants, about 25%, always chose fair as an alternative for coupon usage in the
choice sets. For transparency, also quite a high proportion, about 13%, always chose
transparency as an alternative for coupon usage in the choice sets. A closer look at Table 14
shows that a high number, about 25%, of respondents always chose fair coupon as an option for
redemption in the choice sets. For transparency, about 13%, of the respondents always chose
transparency as alternative in the choice sets. A quick addition of all the probabilities show that,
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about 76%, participants picked fairness and transparency consistently as two alternatives for
coupon usage. Therefore, fairness and transparency are strongly related to coupon usage.

5.4.1 NVivo Data Analysis (Phase 2)
After the participants completed the Discrete Choice Experiment (DCE) part of the Lunch
Coupon Perceptions and Redemption Experiment, they were asked to move to a different area of
the lab to take part in the second phase of the experiment. In phase 2, the participants were
shown six different coupons and then asked to select three of their favorite coupons from among
the given choices based on their preference and likability. After selecting their three preferred
coupons, they were asked to select only one that they could redeem at PJs Restaurant. In the last
stage of phase 2, the participants were asked to write their reason or reasons for selecting a
particular type of coupon on a blank piece of paper.
NVivo qualitative research software was used to analyze the data (Appendix G). This particular
appendix provide some meaningful results in terms which word participants used the most when
describing their liking for a particular coupon. As we can see (refer to Appendix G), the word
amount, savings, expiry, regular, price, restrictions, value, and longer were the most common
used. These were some of the most important characteristics used in our coupon. Out of the 6
coupons, participants used coupons with regular price information on a coupon, longer expiry
date with higher savings, and clear restrictions were the most chosen coupons. Based on the
analysis of most frequent used words by the study participants and the information illustrated in
Figure 15, the following themes are determined regarding coupon appeal.
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5.4.1.1 Preference of Regular Price on a Coupon
Consumers prefer coupons where it is easy to understand what savings they will receive from
redeeming the coupon. When the regular price is present on a coupon, it is easier to recognize
how much the savings are with redemption of the coupon. Inclusion of regular price will increase
the coupon redemption rate because it makes it more clear what the actual saving is and the
coupon message is considered transparent and clear.
In Figure 18 below which is based on the behaviour experiment, most of the participants chose
coupons with regular price included over those which did not and identified this as an important
attribute for their behaviour intentions of using a coupon. Therefore, as predicted most people
prefer the display of the regular price on a coupon as it not only helps consumers to understand
the savings offered by a coupon but also gives them more confidence of their understanding of
what they will save using a coupon.

Figure 18. Regular Price Preference on a Coupon Based on Behaviour Experiment
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5.4.1.2 Preference for Saving in Dollar Value over Percentage Value
Consumers like coupons where the savings are shown in a dollar amount (e.g. $1 dollar off)
compared to a percentage of price (e.g. 5 % off) because less mental calculation is required to
understand the actual savings as compared to that from a percentage. Therefore, consumers
consider savings indicated in dollar amount attractive and fair in terms of mental effort. In Figure
19 below based on the behaviour experiment, most of the participants chose coupons with
savings indicated in dollar amount on the coupon and identified it as an important attribute for
their behaviour to use a coupon. Therefore, as predicted most people prefer savings indicated in
dollar amount as compared to savings as a percentage.

Figure 19. Dollar Saving Compared to Percentage Based on Behaviour Experiment
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5.4.1.3 Preference for Higher Amount of Savings on a Coupon and Longer Expiry Dates
Consumers prefer coupons with a higher amount of savings and longer time to redeem. The
higher savings motivates consumer to redeem the coupon and it is worth their efforts to use the
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coupons. Also, longer expiry dates are preferred on coupons because consumers do not need to
rush to redeem a particular coupon and even if they forget about their coupon for a couple of
days, there is still time to redeem it. Therefore, coupons worth a higher amount and with longer
expiry dates are considered more fair by consumers in regards to their efforts required for
redemption. Figure 20 below based on the behaviour experiment, most of the participants chose
coupons with longer expiry date and higher coupon value compared to a coupon with shorter
expiry date and lower amount. Therefore, as predicted most people prefered a coupon with a
longer expiry date and higher amount because it is worth their effort for redeeming these
coupons compared to those with shorter expiry date and lower amount where it is not worth their
efforts.
Figure 20. Expiry Date and Amount Based on Behaviour Experiment
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5.4.1.4 Preference for Clear Restrictions
Consumers do not like coupons with vague statement such as “some restrictions apply” because
coupons with vague statements provide the impression that there is a catch to these promotions.
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Therefore, consumers think it is not worth their effort to deal with this coupon where they are not
even sure whether they can redeem it or not. On the other hand, consumers like coupons where
they know exactly what they will receive in terms of savings and also they think it is fair to tell
them right in the beginning what is required of them to redeem this coupon “Buy one for the
regular price and get the second one for free” is an example of a clear coupon message and the
consumer knows he/she will only get the second item for free if they buy the first item for the
regular price. In our behaviour experiment, we presented the participants with two coupons; one
with a clear restriction indicating “this coupon can be only used for entree” while on the vague
coupon the restriction indicated “some restrictions apply”. As Figure 21 below shows most of
the participants selected the coupon with clear restriction.

Figure 21. Restrictions Based on Behaviour Experiment
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6. Discussion
This research showed consumers’ perception of fairness and transparency played a role in
coupon redemption behaviour. To make fair and transparent coupons that bring customers to you
and bad or unfair coupons can deter the customer from using it. Based on findings from this
research here are some suggestions that would make customers clip a coupon and use it.
Consumers don’t respond to a coupon if the face value of a coupon is too small because it is not
worth their effort to clip such a coupon. For example, if a meal in the restaurant costs $55 and
you are giving your customers a $1 off, your coupon gives less than 2% off. This sort of coupon
doesn’t make people respond to the savings. In fact, it may even turn off your customers by
offering such a sad coupon. It is important to design a coupon with face value high enough to
move consumers to clip the coupon and use it.
Past research showed expiry dates create urgency on part of the consumers to act quickly in order
to benefit from a coupon. However, our findings showed that consumers prefer coupons with a
long expiry date. If a coupon expiry date is too close, it can be disasterous, especially if you are
not able to get the coupon out in time. Also, it does not provide your customer with enough time
to redeem it. Of course, if a date is too far in the future, it will be forgotten and that is not good
either. Our findings showed a one week expiry date is preferred by consumers because it gives
them enough time to redeem. If a coupon is too close to the expiry date and a consumer is
denied the coupon because of it, it will certainly create feelings of unfairness.
There is nothing worse than when a consumer cannot use a coupon because of non-transparent
information or unclear words in the offer. In our coupons, when customers were offered a
coupon with statements like “Some restrictions apply” they did not want to use such a coupon
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because it simply created feeling of uncertainty on their part. To make an easy to understand
coupon without confusing statements, you need to think like your customer.
This research looked at the design of a coupon in a number of common coupon attributes such as
dollar value verses percentage savings, inclusion of regular price information on coupons, shorter
and longer expiry dates, vague and clear restrictions in coupon design and examined the role of
fairness and transparency in relation to coupon usage. In a recent survey by (NHC, 2013), 11.3%
of consumers reported that they were using fewer coupons and the cause was “offer expiration”
before they had a chance to use the coupons. Consumers (9.5%) indicated that they are using
fewer coupons because the savings are not significant. Other consumers (7%) reported that they
were asked to buy too much in order to get the savings. One of the main and important reasons
for lack of coupon usage may be attributed to the fact that marketers do not design attractive
enough coupons to induce usage.
One reason for providing non attractive offers via coupons may see that marketers are “gun shy”
and afraid that increased coupon usage will increase their redemption expenses. From marketing
perspectives, these concerns are short-sighted especially considering losing a segment of
shoppers to other brands or private brands that offer less expensive products.
The findings from this research could help marketers to reach out to consumers by designing
more transparent and fair coupons in terms of providing more value (higher savings/benefits),
more easy to understand savings (clear restrictions & inclusion of regular price information on a
coupon), and with convenient and ample time (e.g., two weeks expiry date).
This research has three key implications for academics and marketing practitioners and they
certainly deserve highlighting here. 1) this research shed lights on the importance of fairness and
transparency issues in designing coupons, 2) this is the first study in couponing to conduct
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intention and behavior for coupon usage, 3) this research showed that regular price and vague
restriction are related to perception of transparency in coupon redemption; and also longer expiry
date, higher value, dollar amount are important in terms of fairness for coupon usage.
Coupons are an important factor for businesses to evaluate for effectiveness in terms of selling
new products and repeat purchase. As coupons are becoming more important for businesses and
consumers, the effectiveness of coupons promotion are also critical for many businesses (Bawa,
1996). This research has shown that the design of a coupon is important for a coupon promotion
success and there are important implications from knowledge of how coupons are perceived in
terms of the two proposed constructs of fairness and transparency.
This study was conducted to determine both redemption intensions and redemption behaviour.
Although the studies were highly correlated, the actual coupon redemption was lower than the
intension redemption. This can be expected because consumers might misplace the coupon or
forget to use coupon they have selected. As previous research has shown other factors also may
mediate the relationship between intention and actual behaviour (Bagozzi, Baumgartner and Yi
1992).
The results of this research confirmed that inclusion of regular price on a coupon, savings in
terms of dollar amount compared to percentage, higher amount of savings and longer expiry
dates, and finally coupons with clear restrictions compared to vague and confusing statements do
influence redemption decisions. In the following section is an explanation of specific factors
which affect consumers’ perception of fairness and factors which have an impact in terms of
transparency.
The main purpose of this study was to understand some of the attributes such as presence of
regular price information on a coupon, framing coupon face value in terms of dollar amount
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format and percentage, issuing coupons with longer expiry date (e.g 2 weeks) and shorter expiry
date (e.g 1 week), coupons with clear restrictions (e.g. donut only) and vague restrictions (e.g.
some restrictions apply) are significant in terms of fairness and transparency and ultimately
coupon usage. In study 1 and 2, we observed that when the regular price is low, less than two
dollars in the coffee and donut study, the framing effect is not important in terms of either
percent or dollar amount because the cognitive cost of calculating the savings on coupon in terms
of percent-off is not important. However, in the lunch perception, when prices of meals were in
medium rage, the dollar value amount was significant because of the cognitive effort involved
with calculating savings on a coupon in percent-format. We proposed a conceptual model (see
Figure 1) and assuming all the above attributes are important for perception of fairness and
transparency for coupon redemption. However, our data analysis showed for both studies that
there are certain attributes which are important based on fairness perception for coupon
redemption and other attributes are significant for transparency perception for coupon usage (see
Appendix J and K).

6.1 The Effects of Fairness on Coupon Redemption
As the importance of coupons have grown over time as a promotion tool, it is logical to know
why types of coupons are effective (Bawa 1996). This research suggests that fairness is an
important construct when designing coupons based on different attributes or characteristics of a
given coupon. The conceptual model and the methodology show important insights into
consumer response to a coupon campaign. In the behaviour study for lunch coupon perception
study, results show that consumer response to coupons can be predicted close to 35 percent for
actual redemption. This is quite significant for effective use of coupon redemption especially
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compared to less than 1 percent usage rate that currently remains. Furthermore, most coupon
studies have reported results only for intention of coupon redemption; this research was able to
show consumers insights for coupon usage based on actual redemption in a real restaurant
settings which provided our findings with a lot of credibility. In terms of fairness, the results
also confirmed that consumers like framing of saving in a dollar value along with inclusion of
the regular price because they know exactly how much is being saved using a particular coupon
without doing any complicated calculation as compared to savings displayed in percentage and
without showing the regular price. Similarly, our results showed that consumers prefer coupons
with a higher value and long expiry date and they are perceived as fair because they are worth
the efforts to redeem. For coupons with higher dollar value and higher percentage savings,
consumers like higher savings but there is a slight preference towards the higher saving as a
dollar amount.

6.2 The Effects of Transparency on Coupon Redemption
The results from both studies confirmed that transparency is an important construct when
designing coupons. This research is also the first of its kind to show that transparency has a
more favourable impact for coupon design. The benefit of transparency is consistent when
coupons are easy to understand and regular price information is displayed on a coupon along
with its face value. Transparency accentuates coupon usage in terms of clear restrictions on a
given coupon, making it more appealing than opaque coupons with vague restrictions. Overall,
participants preferred coupons that were transparent and did so by using coupons with clear
restrictions compared to ambiguous statements on a coupon. The results of this research showed
that inclusion of regular price on a coupon is important in terms of consumers’ intention of as
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well as actual coupon redemption. Consumers naturally prefer the inclusion of a regular price on
a coupon and both studies confirmed this as seen by the t-statistics derived.
As far as coupons with clear restrictions compared to vague ones, consumers have a preference
for coupons with clearly stated restrictions as compared to those with vague statements.
Therefore, people consider clear restrictions more transparent and fair compared to vague
restrictions and they indicated their willingness to use those types of coupons.
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7. Contributions and Limitations
In this chapter important contributions from this research are discussed in terms of theory,
method, and managerial and practical implications. There is also a discussion regarding the
limitations of this research.

7.1 Theoretical Contribution
Previous research on coupon redemption has looked at coupon usage from two different
perspectives. In the first stream of research, marketing scholars have investigated factors that
may motivate consumers to use coupons and outlined the characteristics of consumers who are
“coupon prone” (Bawa and Shoe maker 1987a; Leveduhl 1988; Narashimhan 1984; Teel,
Williams, and Bearden 1980). These studies have helped us to learn a great deal about coupon
usage behaviour and most of these looked at coupon usage based on the number of coupons used
without considering the type of coupon available to consumers. Obviously, people who like to
use coupons act, not only depend on their desire to redeem coupons, but also on the type of
coupons they like. For example, some consumer may prefer to use coupons with higher face
value and longer expiry date and others may prefer to see coupon savings indicated in dollar
amount as compared to percentage of price. The second stream of coupon research looked at
coupon usage based on the characteristics of the coupon promotion (Bawa and Shoemaker
1987b; Reitbstein and Traver 1982; Ward and Davis 1978). These studies helped us to learn
about factors such as face value as being important to coupon usage. The aggregate nature of
these studies has not considered the individual characteristics of coupon proneness.

The above

discussion suggests there was a need for a study to show how the individual characteristics on a
coupon would affect coupon redemption. Therefore, this research has made important

131

contributions in terms of the theory to the current body of literature on coupon effectiveness in
several ways.
First and for most, this research looked at several individual characteristics of coupons such as
display of regular price on a coupon, expiry date and face value, face value in dollar amount
compared to percentage, and coupons with clear restrictions compared to vague ones and their
relation to coupon usage. The above characteristics were manipulated in terms of fairness and
transparency and this study showed that fairness and transparency are important factors in
determining coupon redemption. Results from both studies showed that people clearly prefer
coupons that are easy to understand and also worth their efforts to redeem them.
One of the key implications of this study for both academics and marketers is that the role of
fairness and transparency as mediators for coupon redemption is an important finding. Another
important finding from this research showed that which independent variables go with fairness
and which ones are key for transparency. As results confirmed, display of regular information on
a coupon is not only preferred for transparency but also mitigates coupon usage. Similarly,
coupons with higher savings and longer expiry dates are preferred for fairness because from the
consumers’ perspective these types of coupons are worth the effort. Taken together, results
from this study clearly suggest that consumers prefer coupons that are fair, meaning worth their
efforts and transparent, easy to understand with minimum cognitive efforts both for interpreting a
restriction or calculating a saving on a coupon. We also tested our model for mediation role and
using Sobel Test for Mediation confirmed that fairness and transparency play important mediator
role both in terms of intention to redeem coupons and behaviour aspect of a coupon usage. In our
analysis, we also showed that fairness, transparency, and coupon usage are highly correlated for
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coupon usage. Furthermore, we were able to test fairness and transparency in a single model for
both coupon intention and coupon usage.

7.2 Methodological Contributions
The findings from this research were examined from various perspectives. In the Coffee and
Donut Perceptions Experiment, the data on intention usage was collected in the context of a
specific brand rather than examining actual usage behaviour.
In the Lunch Coupon Perceptions and Redemption Experiment, in the context of a restaurant
menu and behaviour, data was collected on stated redemption intention and behaviour. The
results on both intended redemption and redemption behaviour were highly correlated which
provided a lot of credibility for our findings. Prior to this, there had been no studies in couponing
literature conducted both redemption intention and redemption behaviour. Also, this study used
the Discrete Choice Experiment (DCE) to analyse redemption intention and NVivo software to
examine redemption behaviour and to the best of the researcher’s knowledge this approach is a
first. Most of the coupon redemption intention studies have been done at the aggregate level. In
contrast, the studies reported here use individual attributes with a three coupon choice and also
included a no choice option.
These results provided additional information on the characteristics of each individual attribute
in relation to coupon redemption. Additionally, the behaviour study (Lunch Coupon Perceptions
and Redemption Experiment) not only confirmed the results from the intention study (Coffee and
Donut Coupon Perceptions Experiment) part of the study, but also enabled us to understand
fairness and transparency are common to all consumers.
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7.3 Managerial Applications
This research has several valuable managerial implications in regard to how best to design
coupons in order to increase coupon usage for their brands and products. These managerial
recommendations are described below:
Previous research shows that the perceived effort to redeem has an impact on consumers’
fairness perceptions of a promotion (Xia et al, 2010). The research from this study suggests that
marketers should provide the regular price information, the savings framed in dollar value, lack
context so it is unclear what the actual coupon value is. The findings from this study confirmed
that marketers are encouraged to use savings in dollar value on a coupon rather than percentage
off because with the saving being more explicit, consumers do not need to use of the same
cognitive efforts to understand the exact savings from a coupon. It is from the finding of this
study that we know that consumers prefer inclusion of explicit information such as savings in
dollar value and presence of the regular price information on a coupon is perceived as more
transparent and fair.
Research suggests that violation of the feeling of entitlement is regarded as the most fundamental
feature of injustice (Lerner 1991; Mikula, 1993). Xia et al. (2010) concluded that when
consumers are denied information on the promoted price, the perceived level of effort may have
a negative effect on inferred retailer motives and of fairness of the promotion. Findings from
two studies reported here provide important managerial implications.
Retailers have traditionally used expiry dates in relation to restrictions in coupons to limit
financial liability and to generate prompt action on the part of consumers (Inman & McAlister,
1994; Krishna & Zhang, 1999; Spears, 2001). However, with the important insight to coupon
promotion in terms of transparency and fairness provided by the current research, it is
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understood that when consumers are denied a coupon promotion because of a restriction such as
short expiry date or vague restriction perceived wasted effort will have a negative impact on
inferred motives of the retailers in relation to transparency and fairness of coupon promotion.
Research has shown that restriction is a powerful tool to use, but “all restrictions are not created
equal” (Inman et al., 1997). A study by Tan and Chua (2004) showed that the effects of one type
of restriction, non specific or vague scarcity restriction such as “while stocks last” has an impact
on consumers’ perceived informational value. Based on findings from this research, we would
argue that marketers should provide consumers with clear restrictions and avoid using unclear
restrictions such as (some restrictions apply) because when the promoted coupon is denied,
consumers’ expectations of receiving the savings are not met, thereby violating their feeling of
entitlement. Additionally, if unclear restrictions cause consumers to be denied anticipated
saving, they may feel their invested effort to use the coupon are now wasted. This may increase
the feeling of unfairness on the parts of consumers and reduce the possibility that they will be
enticed by future coupons with unclear restrictions.
The findings from this study have some important applications for marketing managers which
they can use to help them to design a more effective promotions campaign. Also, marketing
managers can more accurately predict a coupon promotion usage rate and this will help in two
ways; 1) the direct cost of a promotion can be calculate in advance, 2) this could also help avoid
wasting money on unused coupons and the money can be allocated to alternative sales promotion
campaigns.
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7.4 Policy Implication
Implications for policy makers as results show from both studies, indicate the need to regulate
and monitor unfair and non-transparent practices in the market place. Marketers need to be
advised that it is important to provide consumers with truthful regular price information and nonconfusing price restrictions. Concerns exist regarding regular prices being employed as semantic
cues in advertisement (ie., “Was US$49.95. Now only US$29.95”; “Regular price US$49.95.
You may pay US$29.95”) (Lichtenstein, Burton, & Karson 1991). As a result, consumers may
be vulnerable to inaccurate regular price information. Based on the findings from this study, it is
concluded that the regular price information on coupons and with clear restrictions is perceived
to be more credible by consumers than alternatives and consequently increases coupon usage.

7.5 Limitations and Future Research
One of the limitations of this research is that in Coffee and Donut Coupon Perceptions
Experiment, it was not possible to conduct the behaviour study with a general population in the
mall, so the research used students sample for the behaviour part of the research in Lunch
Coupon Perceptions and Redemption Experiment. However, the research was conducted in the
context of a restaurant and the stimuli were meaningful to the students’ population.
In terms of future research, it would be interesting to conduct a comparative research of coupons
and rebates and to examine the role of the two constructs of transparency and fairness in relation
to effort and entitlement. For example in the case of rebates, it is usually expected that the
consumers will need to complete a rebate form, provide the sales receipt, the UPC code, and
photocopy these materials for their own records, and then mailing costs. Following that, they
may wait several weeks to receive their rebate check, and this usually has an expiration date so
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need to be cashed promptly. An interesting issue to investigate would be the effect of
transparency and fairness and how consumers perceive these issues in relation to using coupons
and to claiming rebates.
Research may also be conducted to test the effect of consumers’ perceptions of transparency and
fairness in terms of signing for an online free trial like Netflix and then putting out the efforts to
go through the process of cancelling the online registration at the end of the free trial. Similarly,
future research could extend the concept of fairness and transparency beyond coupon to online
contests. Another interesting area of research to focus on could be online contests where
consumers in a store are provided with a code and ask then must go online to the store website
and register before they can even enter their code to be eligible to win a prize. There are two
interesting issues to explore in this scenario: 1) consumers need to fill out a form and give their
private information and then wait to get an e-mail which allows them to go on with entering the
contest. This involves quite a bit of effort for a contest where they won’t necessary win
anything. The second issue is that of revealing private information to a business and not
knowing what it will be used for. We suggest that a process like this may be considered unfair
for the amount of efforts one needs to put it in just to enter a contest and may be an issue
transparency because shoppers are not up front that this contest will require so much effort on
their part.
Although our studies provided strong theoretical and managerial understanding of consumer
coupon related redemption and behaviour. Further research could extend the evolution of coupon
design in terms of ongoing technological innovations such as Internet, social media, and big data.
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Appendix A: Pretest to determine attributes
Consumers’ perception of coupon design in terms of fairness and transparency
We are conducting a research based survey to understand consumers’ preference regarding
which features of coupon they consider fair (means acceptable, reasonable) and transparent
(straight forward no hidden marketing tricks) that they will redeem and which features they
consider unfair (Unacceptable, unreasonable) and non-transparent (fishy deal, trying to rick the
consumer) that they will not redeem. It will take you several minutes to complete the survey and
I would greatly appreciate your time and effort in helping me out with my pre-test research.
What does the word fair mean to you?
What does the word unfair mean to you?
What does the word transparent mean to you?
What does the word non-transparent mean to you?

1. The coupon below says 10% off only for new customers. How would you feel about this
coupon? Please circle the appropriate word or words?

A.
B.
C.
D.

I think this is fair
I think this is unfair
I think this is transparent
I think this is non-transparent
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2. The coupon below says “some restrictions apply” without specifying the exact
restrictions. How would you feel about this coupon? Please circle the appropriate word
or words that apply to your feelings.

A.
B.
C.
D.

I think this is fair
I think this is unfair
I think this is transparent
I think this is non-transparent

3. The coupon below says one dollar off in amount rather than percentage off. How would
you feel about this coupon? Please circle the appropriate word or words that apply to
your feelings.

A.
B.
C.
D.

I think this is fair
I think this is unfair
I think this is transparent
I think this is non-transparent
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4. The coupon below says 10% off in percentage rather than dollar amount off. How
would you feel about this coupon? Please circle the appropriate word or words that apply
to your feelings.

A.
B.
C.
D.

I think this is fair
I think this is unfair
I think this is transparent
I think this is non-transparent

5. The coupon below says $1.50 main in rebate. How would you feel about this coupon?
Please circle the appropriate word or words that apply to your feelings.

A.
B.
C.
D.

I think this is fair
I think this is unfair
I think this is transparent
I this is non-transparent
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6. The coupon below says “An exclusive order for our e-mail subscribers only”. How
would you feel about this coupon? Please circle the appropriate word or words that apply
to your feelings.

A.
B.
C.
D.

I think this is fair
I think this is unfair
I think this is transparent
I think this is non-transparent

7. The coupon below says save $10 one your next purchase when you spend $50 or more.
How would you feel about this coupon? Please circle the appropriate word or words that
apply to your feelings.

A.
B.
C.
D.

I think this is fair
I think this is unfair
I think this is transparent
I think this is non-transparent
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8. The coupon below says buy one get one 50% off. How would you feel about this
coupon? Please circle the appropriate word or words that apply to your feelings.

A.
B.
C.
D.

I think this is fair
I think this is unfair
I think this is transparent
I think this is non-transparent

Thank you very much for participating in this pretest survey!
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Appendix B
Association of Coupon Attributes with Fairness and Transparency (part 1) summary results
Questions
What does the word fair mean to you?

What does the word unfair mean to you?

What does the word transparent mean to you?

What does the word non-transparent meant to
you?

Summary of results
Equal treatment, just, equal benefits,
reasonable under normal circumstances,
balanced, right, correct
Unequal, not even-a feeling of jaded, generally
not acceptable, mislead, being disadvantage in
some way, something you did not expect
Clear, clean, easy to understand, things
appearing exactly as they are, nothing hidden,
everyone see what is really going on, you can
see through it, being aware of the process, and
no information being hidden.
Unclear, opaque, dark, things are hidden,
weasel words, close and dark, confusing
sometimes, imperfect information, foggy,
tricks that play with mind

Association of Coupon Attributes with Fairness and Transparency (Part 2) summary results
The coupon above says 10% off “only for new customers”. How would you feel about this
coupon? Please select appropriate word or words.

The coupon above says 10% off "only for new
customers". How would you feel about this coupon?
Please select the appropriate word or words?
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%
I think this is
fair

I think this is
unfair
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I think this is
transparent

I think this is
nontransparent

The above coupon says some “restrictions apply” without specifying the exact restrictions. How
would you feel about this coupon? Please select appropriate word or words that apply to your
feelings.

80.0%
60.0%
40.0%
20.0%
0.0%

The coupon above says “some restrictions apply”
without specifying the exact restrictions. How would you
feel about this coupon? Please select the appropriate
word or words that apply to your feelings.

I think this is
fair

I think this is
unfair

I think this is
transparent

I think this is
nontransparent

The coupon above says "one dollar off in amount" rather than percentage off. How would you
feel about this coupon? Please select the appropriate word or words that apply to your feelings.

The coupon above says "one dollar off in amount"
rather than percentage off. How would you feel about
this coupon? Please select the appropriate word or
words that apply to your feelings.
100.0%
80.0%
60.0%
40.0%
20.0%
0.0%
I think this is
fair

I think this is
unfair
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I think this is
transparent

I think this is
nontransparent

The coupon above says 10% off in "percentage" rather than dollar amount off. How would you
feel about this coupon? Please select the appropriate word or words that apply to your feelings.

80.0%

The coupon above says 10% off in "percentage"
rather than dollar amount off. How would you feel
about this coupon? Please select the appropriate
word or words that apply to your feelings.

60.0%
40.0%
20.0%
0.0%
I think this is
fair

I think this is
unfair

I think this is
transparent

I think this is
nontransparent

The coupon above says “An exclusive order for our e-mail subscribers only”. How would you
feel about this coupon? Please select the appropriate word or words that apply to your feelings.

The coupon above says “An exclusive order for our e-mail
subscribers only”. How would you feel about this coupon?
Please select the appropriate word or words that apply to
your feelings.
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%
I think this is fair

I think this is
unfair

162

I think this is
transparent

I think this is
non-transparent

The above coupon says “save $10 on your next purchase when you spend $50 or more” How
would you feel about this coupon? Please select appropriate word or words.

The coupon above says save $10 on your next purchase
"when you spend $50 or more". How would you feel about
this coupon? Please select the appropriate word or words
that apply to your feelings.
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%
I think this is fair

I think this is
unfair

I think this is
transparent

I think this is
non-transparent

The coupon above says “buy one get one 50% off” How would you feel about this coupon?
Please select the appropriate word or words that apply to this coupon.

The coupon above says save $10 on your next purchase
"when you spend $50 or more". How would you feel about
this coupon? Please select the appropriate word or words
that apply to your feelings.
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%
I think this is fair

I think this is
unfair

163

I think this is
transparent

I think this is
non-transparent

The coupon above says $1.50 main in rebate. How would you feel about this coupon? Please
select appropriate word or words that apply to this coupon.

The coupon above says $1.50 mail in rebate. How would you
feel about this coupon? Please select the appropriate word or
words that apply to your feelings.
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%
I think this is fair

I think this is
unfair
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I think this is
transparent

I think this is
non-transparent

Appendix C: Example of DCE design for Coffee and Donut Coupon Perceptions
Experiment

Selecting alternative Coupon offerings
You are about to buy a cup of coffee at Tim Horton’s.
Each choice involves three alternatives. Some options
may have coupon and gives you opportunity to save
money. In other alternative, there may be no coupon
and you pay regular price. For each situation, please
select one option that you think is fair (reasonable and
equitable), transparent (clear and understandable) and
one that you would use to buy your coffee. To keep
your task easy, we will repeat these questions. T
Click here to continue
20
The Department of Marketing and Consumer Studies

Which Option would you consider to be fair, that is
reasonable and equitable?
Option A
Coupon saving
amount

Option B

15% off

40 cents off
Coffee $1.80
Donut 80 cents

Regular price for
coffee and donut
Expiry date

Coffee $1.80
Donut 80 cents

1 day

1 week

Some restrictions
apply

While quantity
lasts

Any Tim Horton’s
in Guelph

Tim Horton’s in
Stone Road Mall
only

Conditions

(Please click one)

Option C

Option A

Option B

Option C

The Department of Marketing and Consumer Studies
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Which Option would you consider to be transparent,
that is understandable and clear?
Option A

Option B

Option C

Coupon saving
amount

35% off

$1 off

15% off

Regular price for
coffee and donut

Coffee $1.80
Donut 80 cents

Expiry date

1 day

1 day

1 week

This coupon can
be only used for
donut

Some restrictions
apply

While quantity
lasts

Any Tim Horton’s
in Guelph

Any Tim Horton’s
in Guelph

Tim Horton’s in
Stone Road Mall
only

Conditions

(Please click one)

Option A

Option B

Option C

The Department of Marketing and Consumer Studies

Which Option would you consider to buy your
coffee?
Coupon saving
amount

Option A

Option B

Option C

35% off

$1 off

15% off

Regular price for
coffee and donut
Expiry date

Conditions

(Please click one)

Coffee $1.80
Donut 80 cents
1 day

1 week

1 week

Minimum
purchase of one
drink

This coupon can
be only used for
donut

Some restrictions
apply

Tim Horton’s in
Stone Road Mall
only

Any Tim Horton’s
in Guelph

Tim Horton’s in
Stone Road Mall
only

Option A

Option B

Option C

The Department of Marketing and Consumer Studies
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Appendix D. Coupons for field study

33% off Entrée

A

Regular price: Not Provided
Note: One coupon per customer and please make your reservation at
(http://www.uoguelph.ca/pjs/menus.shtml)
Expires by November 23, 2012

$3.00 off Entrée

B

Regular price: $6 - $9
Note: One coupon per customer and please make your reservation at
(http://www.uoguelph.ca/pjs/menus.shtml)
Expires by November 23, 2012

$3.00 off Entrée

C

Expires in 2 weeks (November

, 2012)

Note: One coupon per customer and please make your reservation at
(http://www.uoguelph.ca/pjs/menus.shtml)
Regular price: entrée $6 - $9
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$2.00 off Entrée

D

Expires in one week (Nov ember , 2012)
Note: One coupon per customer and please make your reservation at
(http://www.uoguelph.ca/pjs/menus.shtml)
Regular price: entrée $6 - $9

$3.00 off

E

Restriction: *This coupon can be only used for Entrée*
Note: One coupon per customer and please make your Reservation at
(http://www.uoguelph.ca/pjs/menus.shtml)
Regular price: $6 - $9
Expires by November 23, 2012

$3.00 off

F

Restriction: *Some restrictions may apply*
Note: One coupon per customer and please make your Reservation at
(http://www.uoguelph.ca/pjs/menus.shtml)
Regular price: $6 - $9
Expires by November 23, 2012
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Appendix E: Example of DCE design for Lunch Coupon Perceptions and Redemption
Experiment

Selecting coupon of your choice
You are about to buy a meal at PJ’s restaurant.

Each choice involves three alternatives.
Some options may have coupon and gives you opportunity to
save money. In other options, there may be no coupon and you
pay regular price for your meal.
For each situation, please select one option that you think is fair
(reasonable and equitable), transparent (clear and
understandable), and one that you would use to buy your meal.
To keep your task easy, we will repeat these questions.

Click here to continue
20
The Department of Marketing and Consumer Studies

In your opinion, which option is fair, that is reasonable and
equitable?
Option A
Coupon saving
amount

Option B

15% off

$1 off
Entrees $7.50
Sides $2.25

Regular price for
entrees and sides

Expiry date

Option C

Entrees $7.50
Sides $2.25

1 day

1 week

Some restrictions
apply

While quantity
lasts

Valid with any
other offer

Not Valid with any
other offer

Conditions

Please click one
that is reasonable
and equitable!

Option A

Option B

Option C

The Department of Marketing and Consumer Studies
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In your opinion, which option is transparent, that is
understandable and clear?
Option A

Option B

Option C

Coupon saving
amount

35% off

$2.50 off

15% off

Regular price for
entrees and sides

Entrees $7.50
Sides $2.25

Expiry date

1 day

1 day

1 week

This coupon can
be only used for
entree

Some restrictions
apply

While quantity
lasts

Valid with any
other offer

Valid with any
other offer

Not Valid with any
other offer

Conditions

Please click one
that is clear and
understandable!

Option A

Option B

Option C

The Department of Marketing and Consumer Studies

Which option would you consider to buy a meal at PJ’s?

Coupon saving
amount

Option A

Option B

Option C

35% off

$2.50 off

15% off

Entrees $7.50
Sides $2.25

Regular price for
entrees and sides
Expiry date

1 day

1 week

1 week

Minimum
purchase of one
entree & one side

This coupon can
be only used for
entree

Some restrictions
apply

Not Valid with any
other offer

Valid with any
other offer

Not Valid with any
other offer

Conditions

Please click one
option to buy a
meal at PJ’s!

Option A

Option B

Option C

The Department of Marketing and Consumer Studies
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Appendix F: Participants reasons for selecting the coupon of their choice

I chose this particular coupon because it is clear and the consumer can see exactly what is
implied. The expiry date is given and the savings are enticing and enjoyable. The coupon states
regular price so the consumer can see what the deal is. Consumers should be interested in this
deal and should trust the businesses motives.
33% seemed like the best value and November 23rd expiry provided good amount of time.
I chose this coupon out of the offered selection due to the option that is expires in 2 weeks and
because it offers a $ (dollar) amount “off” rather than a percentage which is harder to personally
calculate. This coupon also offered the regular price which helps to choose this coupon over the
others.
I chose this coupon because it gave the price range and a definite amount of off also the expiry
date was enough in the future to make it reasonable.
This coupon had a specific time that it expired and had the same amount at discount for a $6-9
entree, with no restrictions.
The expiry date was latest (freedom to buy later)
I chose this coupon because I know the regular price, so given the $3 off, I know how much I
will be saving.
$3 off was an easy concrete number which was easier and seemed like more than 33% off
Coupon has clear restrictions and flat savings of $3 not % and also does not expire for awhile.
Most clear with expiry date and $3 off entree, very clear and shows regular price.
The reason to pick this coupon is because it is simple, clear, and reasonable. It has longer expiry
date, so that I can keep the coupon longer.
I chose this coupon because it has no hidden restrictions. I know for a fact that I would save 3
dollars off a meal that is between $6-9. I know this meal would cost me more than $6.00.
I picked this coupon because it seemed to be the most of value that is to the best of my
knowledge. There were no hidden restrictions and the expiry date was within reasonable time
frame.
My rationale for picking between this one and the other ones is that this coupon has no hidden
restrictions on the items that it could be used on.
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I chose this coupon because it offered no hidden restrictions on what I purchase other than it
must be, an entree, and the expiry date is two weeks which long enough to use the coupon. The
coupon is also very clear and simple.
I expected to receive the most discount from this coupon, expected food price not high.
I picked this coupon because it was easily understandable, it had clear expiry date, there are no
hidden restrictions, it clearly stated the amount that I would save without having to do any work
to figure this out.
The discount for each coupon was relatively similar. However, the expiry date for coupon c was
the longest duration 2 weeks. I do not know when I will have the time to use this coupon.
It clearly stated how much I would save and provided a fair expiry date with reasonable
restrictions and don’t have to do any work to figure this out or any calculations.
I chose this coupon because it was transparent with regular price being shown while also
providing a fairly significant amount of savings being up to 50% off, which is enticing.
I chose this coupon because it offered $3 off entree, I like knowing the exact amount off I will
receive instead of a % to figure out how much and do calculations.
3 dollar off equals either 50% or 33% depending on price of entree and it has a longer expiration
date which is more flexible.
It has clear information with price of entree, the dollar amount discount ($3), had an expire date
of Nov 23 rd (longer than the other 2 weeks) overall, clear and last longer for when I can use it
and no need to figure the saving for example %.
Set coupon price discount ($3.00) does not need to figure out or calculate savings, and expiry
date is set at 2 weeks longer duration.
Length of coupon (i.e., it expires in 2 weeks vs 1 week). If entrees are priced at 6-9 dollar, then a
33 % off coupon would have less value the cheaper the entree is; therefore, I took the $ 3.00
coupon because it would have more value at $ 6 on entree vs the 33% off coupon.
No hidden restrictions, maximum utility or value for my coupon.
I choose this coupon because it has the highest amount of value or off in dollar amount. Seemed
like highest % discount because regular price was shown and very clear savings, no hidden
restrictions. Long expire date did not have any hidden restrictions or any stipulations and clear
that is $ 3.00 off on entree, no work or calculation and knew exactly what I would be getting off
and what I could use it on.
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Longest expiry date, no hidden restrictions, easy amount $ 3 off and no work, no calculation, and
applies to any entree. This coupon allows me to make the most of my discount.
I chose this coupon as I had the most time to redeem or longer expiry date, least amount of
restriction and almost no hidden restriction of know exactly what I save and how much the
entrees are.
I chose this coupon it was the most transparent and clear option. I knew exactly what I was
getting with the coupon and no hidden restrictions and how much I could save the dollar amount
with no work to calculate saving. It also seemed like a good deal compared to other offerings. I
could potentially reduce the price of the entree in half.
It showed the regular price of entree and could potentially be 50 % off my entree and also had an
expiry date longer than others.
I picked this coupon because it was clear and understood. Had the furthest or longest expiry date
and stated the regular price for entree.
I picked the 3 dollar off coupon that expires Nov 23rd. This is longer than two week restrictions.
It also did not use the word restriction which is negative even thought it was identical to another
coupon for only an entree just framed differently. Also very clear in terms of dollar amount no
work and calculation and easy to know the saving.
Because the value was easiest to perceive in dollar amount, and has a price reference or presence
or regular price on an entree to compare to it.
All coupons had about the same savings and this one had a longer expiration date and no hidden
restriction and also had a reference price.
The length of the coupon, 2 weeks and dollar amount $ 3 which has good value
It says when it expires which is in a while and $ 3 off a 6-9 price is quite a bit, the other ones
were for just entree. I’m hoping the restriction is not for entree.
No specifications actual money value with longer expiry
I chose this one because I liked the co burs and also because the time or longer expiry date is
later than the one that was 2 weeks. Also because it said $ 3 off it got my attention more even
though they were all the same basically.
Coupon has clear value no restrictions, tell you how much (Approx.) your meal will cost and has
a longer time frame where it can be used.
I picked this coupon because I was indifferent between this one and by 2 other options. They all
seemed the same however this one was the longest time so I guess it stood out the most.
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I chose this coupon because I believe I would not go to PJs for just an entree. I feel entree could
be quite small and I would not go for a small entree, thus I would never us the coupon. I am
taking the risk I can use the $ 3 off on a main meal value at $ 6-9 so I at not, get 33% off.
Provided exact dollar amount off, not percentage, provided regular price and price of entree,
provided lengthy period for use.
Because it has the highest amount of saving in dollar amount, longer expiry date and no hidden
restrictions, that’s why I chose this coupon.
My choices each offered $ 3.00 off of a $ 6-9 entree. I chose the one with latest expiry date.
Picked coupon because it was a clear offer; It clearly outlined what being discounted (entree)
how much was being removed from the cost ($3) and when the offer was valid until (two weeks).
It also stated the regular price of the entree items so a comparison could be made.
Picked coupon C because you get $ 3 off a regular price entree that usually costs between $ 6-9,
therefore most savings over a open time period of 2 weeks.
I chose this coupon because I believe it is the most represent of about its price of product and
discount rate, it seems with the best value.
I chose this coupon because the conditions of the coupon are clear, and the expiry date is further
among than some of the other options.
The dates of the other options felt very restrictive and I really have no idea if I am going to go
tomorrow or what I am doing tomorrow. The two weeks felt much much more accommodating
and I think the value was good.
I chose coupon E because it has a dollar amount in which I perceive /calculate to be aprrox 50 %
off (of my regular price) which is far more significant than 33% off. In addition, If I were to use
the coupon, I would most likely purchase entree anyway, further more the restriction was not
very restricting.
Expires in 2 weeks compared to 1 week and it is clear that I was going to receive $ 3.00 dollar
off my entree, and stated the price range of entrees served at PJs.
This coupon gives me two weeks to work with my schedule on what I can use it (good time
frame). I usually always order an entree when I go out to a restaurant so I know I would get the
$3 off. It seems worth effort to cut out the coupon, go to the restaurant and use it because I see
the regular price ($6-$9) almost half off.
It seemed like the best deal, with the least restrictions and it gave me price information.
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I selected this coupon because it is guaranteed to give me 33% off an entree at PJs but it could
result in 50% off. Also it has a good time period for use.
I chose this coupon because the average meal I usually get is about $10. 33 % off that is $3.30
which higher than the other choices. Also, it has the longest expiry time.
I decided to pick the $3.00 off entree coupon with no restrictions because I felt it was the most
straight forward and the best deal.
I chose this coupon because: It told me exactly what I was saving; It also mentioned the regular
price of the entree; gave the exact expiry date, told me how many people could use it and how to
make reservations.
The reason I chose this coupon over the others was because of; the amount of savings, does not
expire till Nov 23rd, lists the regular price to show great savings, clear best option in comparison.
I picked this coupon because there were no restrictions on it and it has a longer expiration period.
Also, I chose it because $3 will be more valuable and easy to understand than 30 % which is
harder to understand and less valuable.
I like this coupon because the expiry date is clearly indicated. The value of the coupon is also
clearly stated and the coupon gives me an idea how much the entree are without having to go to
the restaurant website.
I chose coupon B because it was the most fair and transparent in term of dollar amount and no
hidden restrictions. All the choices I narrowed down to left me with $ 3.00 off an entree in 2
weeks and the other 2 expires on Nov 23 rd I chose the clearest one.
Restrictions are clear and set amount off, $ 3 dollar works out to 33% off regular price.
I chose coupon B because it was valid for a longer period of time and I knew exactly how much I
would save dollar amount and easy to understand, and the restrictions were stated clearly.
The amount off was clearly indicated so was the expiry date. The regular price was also
indicated so I could see how much money I was actually saving with dollar amount saving and
easy to understand. There may be restrictions but I know how much money in saving so I could
work around those.
Of all the coupons, given the regular price $ 6-9 and of the $ 3 I chose, there was no difference
between any of them besides the framing and the saving representation (% vs $ value). I chose
the flat $ 3.00 off since the entree could be $ 6 so I would save 50% not 33% like the others limit
it to. However, if the entree was $9 then either the 33% coupon or $ 3 off coupon has the same
effect, except for the time restriction. Ultimately, the flat $ 3 off coupon capitalizes on the
opportunity to save given price range.
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I chose this coupon because it is very transparent. In looking at the other coupons the word
restriction made me shy away from them as well as I liked how the $ value of the meal was
presented on the coupon so I knew exactly how much I am saving relative to regular price.

I chose this coupon because it had all of the information regarding regular price discount, expiry
date and regular price of the product and labelled clearly on the coupon. Therefore, I did not
have any unanswered questions about the coupon, everything was depicted clearly.
I picked this coupon because you can see that you get $ 3 off and when I go out to eat I usually
order on meal. It also has fairly long expiry date and the only restriction is that it is off an entree.
It is easy to understand and it seemed like the best deal.
Fair amount for a discount, in a reasonable time frame to use the coupon.
I chose this coupon because: it clearly states the discount ($3) easy to understand, the expiry date
is solid and long enough (Nov.23rd, not 2 weeks from now). It clearly states the regular price on
entree and there is no “some restrictions apply”.
The first reason is because of the value of the coupon, and secondly it was one of the longest
expiry dates.
This coupon appeared to be the best deal and only expires on Nov 23. It also specified where the
33% will be getting the discount. It only requires me to buy one item instead on 2.
I chose to pick the $3 off coupon as it seems to provide the most amount of important
information. Also, the expiry date works well with my schedule. Also $3 off appeared the best
offer and easy to understand.
I choose this coupon because it states the exact date and it expires not just (2 weeks time). Also
offered the same amount off ($3.00) and on the same price entree’s $ 6-9.
Why I choose this coupon? Longest expiry date, most amount off, dollar amount easier to
calculate the percentage.
Because it clearly states the restrictions up front making the coupon seem more credible and
gives you a dollar amount off vs a percentage, easier to look at savings from a dollar amount. It
can be used on an entree’s are usually most expensive part of a meal, feel like I am getting the
most savings.
Condition was clear on what value I was getting without any restrictions. Price was clearly
identified and the date expires is reasonable.
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I chose the coupon which is $ 3.00 off entree that expires in 2 weeks because if I have a coupon
that does not have expire date I forget to use it and coupon that have expiry date it keep reminds
me to use it.
The original or regular price of the product and the amount saved are not ambiguous. The expiry
date is clearly stated and gives the customer a couple of weeks to use it which reduces feeling
rushed. It does leave any information unknown (Ex. “ some restrictions apply”).
I picked this coupon because it seemed most clear out of all of them, it had less restriction and it
showed you roughly what your price and savings would be.
There is a time limit of 2 weeks which I really like it because it can go anytime between those 2
weeks. Also, its $ 3 off on regular price of $ 6-9 which means if I busy $ 6 entree, it will be half
price to $ 3 which saves a lot for the meal.
I picked coupon B $ 3.00 off entree ($6-9) expires Nov. 23. Since it is clear that I can use it for
entree and the discount range is clearly mentioned. I thought that is worth to get this coupon that
I can use it for 100% sure before that date.
Long enough time to use coupon, if I choose wisely (meal) I could potentially get 50% off my
meal.
33% indicates 1/3 of the price off, no matter what the regular price is, because it is not provided.
It gives me a set expiry date of Nov 23, 2012.
Appears to be the least restrictive, and easy to understand, obvious how much is saved.
I picked this coupon because it has a long expiry date and the discount was clear. It was clear
that I could only use the coupon for an entree at a regular price of $6-9. There were no other
major restriction that concerns my decision with the coupon.
The reason why I choose this coupon because it is clear; I know the regular price in the coupon
because I never been to PJs and in the coupon I can know how much I will save.
Coupon description is clear. It is valid for a reasonable time period and good deal $ 3 off of $ 69).
$ 3 off (i.e, % 50 for same entree), long expiry date, no vague restrictions, and price of entree is
clear.
This coupon was clear and offered a good discount and gave me ample of time to use it relative
to the other coupons.
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Appendix G: NVivo Tag Cloud Results
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Appendix H. T-statistics for Coffee and Donut Coupon Perceptions Experiment (Coffee
and donut)

Option A

Estimate
SE
t-stat

Option B

If $ Saving Present

Savings $

If % Saving Present

Savings %

Regular Price

Location Restriction
(Clear)
Some Restriction
(Vague)
Donut only
(Clear)
Quantity Restrict
(Vague)
Expiry date

No Coupon

Considered
Transparent

Buy
0.068
(0.03)
1.981
0.065
(0.03)
1.900
-0.069
(0.18)
-0.395
0.329
(0.18)
1.846

Fairness
0.053
(0.03)
1.581
-0.032
(0.03)
-0.948
-0.287
(0.17)
-1.711
0.504
(0.18)
2.869

Transparency
-0.026
(0.03)
-0.816
0.003
(0.03)
0.089
-0.199
(0.16)
-1.210
0.406
(0.17)
2.368

-0.623
(0.15)
-4.019
0.023
(0.00)
5.519
0.200
(0.06)
3.366
-0.106
(0.03)
-3.860
0.068
(0.05)
1.505
-0.456
(0.05)
-8.691
0.169
(0.04)
4.558
0.155
(0.03)
5.493
-1.002
(0.16)
-6.221

-0.377
(0.15)
-2.551
0.013
(0.00)
3.294
0.078
(0.06)
1.361
-0.166
(0.03)
-5.999
0.062
(0.04)
1.383
-0.121
(0.05)
-2.434
0.045
(0.04)
1.230
0.092
(0.03)
3.288
-0.531
(0.15)
-3.564

-0.216
(0.14)
-1.522
0.003
(0.00)
0.825
0.129
(0.05)
2.404
-0.057
(0.03)
-2.105
-0.256
(0.05)
-5.616
0.173
(0.05)
3.673
-0.017
(0.04)
-0.476
0.043
(0.03)
1.528
-0.247
(0.14)
-1.730

0.659
(0.04)
16.066

0.737
(0.04)
18.512
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Considered Fair

0.746
(0.04)
18.462

Considered buying

rho-square

0.231
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0.746
(0.04)
18.473
0.210

0.738
(0.04)
18.538
0.660
(0.04)
16.058
0.171

Appendix I. T-statistics for Lunch Coupon Perceptions and Redemption Experiment (PJ’s)

Option A

Estimate
SE
t-stat

Option B

If $ Saving Present

Savings $

If % Saving Present

Savings %

Regular Price

Location Restriction

Some Restriction

Donut only

Quantity Restrict

Expiry date

No Coupon

Considered
Transparent

Considered Fair

Buy
-0.076
(0.05)
-1.459
0.064
(0.05)
1.312
-1.729
(0.27)
-6.436
2.152
(0.30)
7.269
-0.932
(0.22)
-4.312
0.057
(0.01)
9.558
0.209
(0.09)
2.230
-0.056
(0.04)
-1.312
-0.151
(0.07)
-2.127
0.141
(0.07)
1.929
0.032
(0.05)
0.592
0.252
(0.05)
5.344
-1.514
(0.24)
-6.347

Fairness
0.141
(0.05)
2.972
-0.139
(0.05)
-2.880
-1.570
(0.25)
-6.175
1.279
(0.28)
4.642
-0.582
(0.21)
-2.775
0.004
(0.01)
0.734
0.352
(0.08)
4.263
-0.071
(0.04)
-1.763
-0.225
(0.07)
-3.260
0.088
(0.07)
1.254
0.178
(0.05)
3.447
0.263
(0.04)
6.037
-1.470
(0.21)
-6.878

0.541
(0.07)
8.142
0.880

0.596
(0.06)
9.889
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Transparency
0.110
(0.04)
2.601
-0.118
(0.05)
-2.521
-0.461
(0.24)
-1.913
0.200
(0.26)
0.761
-0.485
(0.20)
-2.466
-0.006
(0.01)
-0.997
0.561
(0.07)
7.628
-0.036
(0.04)
-0.972
-0.720
(0.07)
-9.951
0.502
(0.07)
7.661
-0.180
(0.05)
-3.476
0.005
(0.04)
0.117
-0.843
(0.19)
-4.373

0.586

(0.06)
14.445
Considered buying

rho-square

0.342

182

0.888
(0.06)
14.559
0.263

(0.06)
9.720
0.542
(0.07)
8.153
0.191

Appendix J. Post analysis model for coffee and donut coupon perceptions experiment

Coupon Design
Regular Price
Face Value
Amount
Face Value
Framing

Fairness

Expiry Date

Vague
Restrictions
(i.e some
restrictions
apply)

Intention
to Redeem

Coupon
Usage

Transparency

Clear
Restrictions
(i.e location
restriction/Do
nut only)

Significant
Not significant
Partially significant
Not tested
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Appendix K. Post analysis model for lunch coupon perceptions and redemption
experiment

Coupon Design
Regular Price
Face Value
Amount
Face Value
Framing

Fairness

Expiry Date

Vague
Restrictions
(i.e., some
restrictions
apply)

Intention
to Redeem

Coupon
Usage

Transparency

Clear
Restrictions (i.e.,
not valid with
any other
offer/entry only)

Significant
Not significant
Partially significant
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Appendix L: Sobel Test Results for the Coffee and Donut Study

Regular price
Face value framing ($)
Face value framing (%)
Face value amount (0,0.4,$1)
Face value amount
(0,15%,35%)
Location restriction
Some restrictions
Donut only
Quantity restrictions
Expiry date

Fairness
Sobel-Test
P-value
1.357642769 0.17457851
-1.703857046 0.08844371
-2.526951446 0.0115223
2.834776371 0.00458559
3.242611245 0.00117093
-5.70519583
1.379135492
-2.412762572
1.226828732
3.237438214
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0.00000001
0.16783043
0.01587617
0.21551044
0.0012068

Transparency
Sobel-Test
P-value
2.377981143 0.0174076
-1.206667093 0.22761146
-1.515013231 0.12967597
2.342926633 0.01913434
0.824217708

0.4101341

-2.087007285
-5.301225652
3.580461383
-0.476033307
1.52086207

0.03698797
0.00000011
0.00034307
0.63483654
0.12832524

Appendix M: Sobel Test Results for the Lunch Coupon Study

Regular price
Face value framing ($)
Face value framing (%)
Face value amount (0, $1, $2.5)
Face value amount (0, 15%, 35%)
Valid or not valid with any other offer
Some restrictions
Entree only
Quantity restrictions
Expiry date

Fairness
Sobel-test
P-value
4.088521775 0.00004342
-5.677843502 0.00000001
-2.724952313
0.0064304
4.419122652 0.00000991
0.732853931 0.46301801
-1.750250257 0.08020036
-3.179566861 0.00147716
1.249306141 0.21153541
3.352659516 0.00080088
5.570451681 0.00000003
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Transparency
Sobel-test
P-value
5.566589807 0.00000003
-1.862255873 0.06258955
-2.360250445 0.01826186
0.758003754 0.44845534
-0.98935664 0.31850307
-0.964816253 0.33512535
-6.301408251
0
5.579531578 0.00000002
-3.196902716 0.0013862
0.116546522 0.90732232

