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{Abstract)

Currently, coupons are the most popular and relied-upon
form of consumer sales promotion in the United States (Schultz
et al., 1993). The primary purpose of this study was to
examine the relationship between discount coupons and repeat
purchase in pizza restaurants. The objective of the study was
to determine whether the relationship between pizza coupon
usage and repeat purchase behavior exists. The variables,
such as demographics and psychographics, were used to examine
and describe those who make repeat purchases. Also, this
study examined which type of coupon distribution resulted in
the most frequent redemption.

A survey instrument was utilized to gather information.
Consumers in Blacksburg, Virginia were the sample for this
study due to the ease of following up the questionnaire and
obtaining addresses of consumers. The questionnaire was
mailed to them asking about their frequency of coupon usage,

and whether coupons increase the frequency of restaurant



visits.

This study will be beneficial to pizza restaurant
marketers because the results from this study demonstrated
that: 1) a relationship between coupon usage and frequency of
repeat purchases of pizza exists; 2) a relationship between
pizza coupon usage and the usage of coupons when trying a new
restaurant exists; 3) a relationship between pizza coupon
usage and age is statistically significant even though the
analysis does not indicate which age groups are significantly
different; 4) a relationship between income and frequency of
pizza coupon usage is not statistically significant.

The results show that respondents preferred to redeem
coupons when coupons were given in the form of a dollar off
and pizza coupons were most often redeemed when they were
distributed through direct mail. About 78 percent of the
respondents did not receive coupons through door-hanging. The
results are useful for pizza restaurant managers for market

segmentation and designing coupon promotions.
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CHAPTER I

INTRODUCTION

Coupons are certificates that provide the consumer with
an incentive to buy a product. They are generally divided
into two Dbasic types: (1) trade-originated and (2)
manufacturer-originated. Trade-originated coupons, designed
to get consumers to visit a retailer and to purchase items,
are redeemable only at a particular store or group of stores
(Schultz and Robinson, 1982). Manufacturer-originated coupons
are distributed by the marketer of the product and they can be
redeemed at any retailer that carries the product (Schultz and
Robinson, 1982). Four different types of trade coupons and
manufacturer-originated coupons are: discount on one unit,
multiple unit discount, get an extra unit free with the
purchase, and get a free trade-chosen item with the purchase

(Ryan, 1973).

Coupon Delivery

Coupons can be delivered to consumers through free-
standing inserts into newspapers and magazines, newspaper run-
of-press, direct mail, magazines, and merchandise-distributed
coupons. A free-standing insert is a separate page or section
on which advertising and various coupons have been printed.

1l
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These inserts are not printed as part of the regular newspaper
or supplement section. They are said to be free-standing
since they are not attached to the newspaper in any way.

Coupons that are distributed run-of-press are printed
inside the newspaper rather than inserted into it. Direct
mail coupons are coupons that are delivered to consumers
though the U.S. Postal Service. Magazine coupons may be of
two types: on page and pop-up. On-page coupons are printed on
the pages of the magazine. Pop-up coupons are bound into the
magazine next to an advertisement for the product so that they
literally pop-up when the magazine is opened to that page.

Merchandise-distributed coupons are those distributed
with the product; these coupons are usually good on the next
purchase. They could be described as being in-pack or on-
pack. On-pack coupons are attached to the package or are
printed as part of the package itself. Figufe 1 represents
coupon redemption rates. As shown in the figure, direct mail
has the highest redemption rates.

Delivery of coupons by mail has a number of advantages.
Coupons may be targeted at specific neighborhoods, or at
people who meet demographic specifications. Also, marketers
can send coupons directly to competitors' customers to fulfill

specific marketing objectives.
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Direct mail can allow coupons to gain a broader
distribution than free-standing inserts which are not seen by
households that do not receive newspapers. Direct mail can be
sent in a co-op or a solo mailing (Bowman, 1980). Solo
mailing consist of one brand or a group of related brands from
the same company. Co-op mailing consists of coupons from a
number of different companies collated into one envelope.

More than 270 billion manufacturer-originated coupons
were distributed to consumers in 1990, up from only 96 billion
in 1980 (Figure 2). According to Schultz et al., (1993), 77
percent of Americans used coupons at least occasionally in
1988 compared to 75 percent in 1984 and only 58 percent in
1971 (Figure 3). Usage tends to be independent of age,
income, education, life-style, and gender (Schultz et al.,
1993). In 1990, U.S> consumers saved $3.5 billion by
redeeming 7 billion coupons (Schultz et al., 1993).

The length of time during which the average coupon could
be redeemed has decreased to 5 months in 1990 from 6.8 months
in 1987 because companies want consumers to make a prompt
purchase (Hume, 1991). Also, limiting the time span during
which a coupon can be redeemed may help marketing managers
plan better and limit a company's financial liabilities which
may be important for accounting reasons (Hume, 1991; Schultz

et al., 1993).
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There are a variety of reasons for the increase in the

popularity of coupons as promotional tools:

1. Coupons provide a means of distributing a price cut
to consumers who have become increasingly price
sensitive and less brand loyal.

2. Coupons may make consumers feel that they are
getting a good deal on a particular product, thereby
causing them to increase consumption.

3. Coupons may encourage new consumers to try a
product increasing the value of the brand over the
long run (Schultz et al., 1993).

In addition, Robinson (1987) claimed that coupons have been
used to hold current users, load current users, and convert
triers to regular users. Loading current users 1is an
effective defensive tactic to fend off competitive activity.

Cents-off coupons can be an effective device to broaden the

customer base.
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Statement of the Problem

Restaurants are spending more on advertising and
promotional expenses, especially on couponing and restaurant
specials (Gordon, 1990; Alva, 1987; Telberg, 1985). Fast food
media advertising and promotion costs were $267 per seat in
1988 which was a 19 percent increase from $225 in 1987
(Gordon, 1990). Tougher competition within the food service
industry has led to a greater use of promotional strategies
designed to build customer traffic. The explosive growth in
couponing is bringing about the need to acknowledge couponing

and its relationship to customers.

The problem of this study is to examine the relationship
between discount coupons and repeat purchase behavior for
customers of pizza restaurants. The results of this study
would be useful in describing repeat purchases and
psychographies of customers which are crucial to the success

of the operation.
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Objectives of This S8tudy

The study will seek to accomplish the following objectives:

1. To examine the relationship between coupon usage and
frequency of purchase.

2. To examine the relationship between pizza coupons and
their usage as an encouragement to try a new pizza
restaurant.

3. To examine the relationship between psychographic
and demographic variables of customers, and pizza coupon
usage.

4. To examine the means of distribution for the most

frequently redeemed coupons.
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Contribution of the S8tudy

Because restaurants spend a great deal on promotions to
maintain and gain more market share, there is a need to find
out about the effectiveness of their promotion methods. This
study will benefit fast food restaurants, especially pizza
restaurants, in several areas. The study will present whether
the relationship between couponing and repeat purchase
behavior of customers exists. Also, the results should be
useful to fast food restaurants that utilize coupons as a
promotion tactic. The results would also be useful for market
segmentation. Marketers will gain more knowledge on
demographic and psychographic characteristics of customers.
This study will add knowledge to the current literature of

couponing in the restaurant industry, which is very limited.
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summary

This chapter presented a discussion of different types of
coupon delivery, couponing and pizza restaurants, the
statement of the problem, objectives of the study, and the
contribution of this study. This study will contribute to the
body of knowledge and literature in the area of couponing in

the restaurant industry.



CHAPTER 2

REVIEW OF LITERATURE

This chapter examines the prior theoretical evidence and
empirical research findings in the field of coupon promotion.
This chapter will focus on a literature review of demographic
characteristics of coupon-prone consumers, psychographic
characteristics, the coupons and their effects on consumers,
coupons and redemption rates, coupons and brand loyalty, and

coupons and promotion.

Demographic Characteristics of Coupon-Prone Customers

Much research has been done on demographic
characteristics of coupon-prone customers. Past research has
shown a wife's education to be associated positively with
coupon usage (Bawa and Shoemaker, 1987; Narashimhan, 1984).
Bawa and Shoemaker (1987) suggested that more educated
housewives tend to seek more variety and that wives with a
higher level of education are more likely to respond to
incentives to change behavior.

Narasimhan (1984) proposed a model of utility
maximization predicting that the intensity of coupon usage is
related inversely to a household's opportunity cost of time.

12
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He claimed that in order to enjoy the savings from using
coupons, the consumer incurs some cost; and the decision to
use coupons is made by trading off the savings obtained
against the cost of using the coupons. He found coupon usage
to be higher for households with a higher level of education
and with no children under 18, and lower for households with
an employed wife. He argued that more educated housewives are
more efficient in organizing their time. He theorized that
coupons serve as a price discrimination device to provide a
lower price for a particular segment of consumers.

Webster's (1965) study on deal proneness found deal-prone
housewives to be older, lighter purchasers of the product
class, and more likely to switch brands. Montgomery (1971)
reported that the proportion of purchases made with a deal
increased with the level of brand switching, greater exposure
to media, and for households in which the wife was venturesome
and gregarious.

Blattberg et al., (1978) did a study on deal prone
segments. They proposed an inventory model in which consumers
are assumed to minimize the sum of transaction costs, storage
costs, stockout costs, and item price. They showed that the
presence of children and the wife's employment have a negative
impact on the consumer's ability to take advantage of deals

due to time constraints.
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Psychographic Characteristics

While facing markets crowded with basically
undifferentiated products and services, and a media
increasingly cluttered with promotional noise, leading
marketers are understanding that emotional appeals invest
extra value to their offerings, bringing their products and
services into the customer's mind (Eisenhart, 1988).
Demographics are about facts: age, sex, race, income,
household type.

Psychographics are what is left after demographic factors
are held constant and are based on feelings rather than facts
(Russell, 1989). Psychographic characteristics are more
important to the hospitality industry than manufacturing
industries since the hospitality industry is dealing more with
services than Jjust selling pure products. Also, the
hospitality industry has more customer interaction to produce
the products and services than manufacturing industries.
Psychographics look beyond the obvious business demographics
to place the company ahead of the competition (Eisenhart,
1988). For example, while doing marketing research on
customers' new preferences in product and services, a
restaurant should gather information not only on customers'
demographics but also on psychographic characteristics to take

full advantage of facts and feeling about the customers.
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Understanding customers' psychographic and demographic
characteristics would allow marketers to formulate effective
marketing plans and successfully compete in the market place.

Researchers who are concerned with providing more
effective and efficient marketing programs have used
psychographics to better understand the consumer (Gladwell,
1990). Psychographic research attempts to provide an
understanding of the consumers by looking at activities,
attitudes, interests, opinions, perceptions, needs and daily
life routine, or in other words, life-style characteristics
(Wells, 1974; Mayo and Jarvis, 1981). Plummer (1974)
explained the widespread use psychographic research as
follows: "It tells us things about our customers that most
researchers did not really attempt to quantify in the past,
when the focus was on the product or on widely used measures
of classification such as demographics" (p.34).

According to Lesser and Hughes (1986), psychographies
have been used frequently because of the rich descriptive
detail they have provided for developing marketing strategies.
In 1977, a survey of AMA membership by the Commission on the
Effectiveness of Research and Development for marketing
Management found that 37.9 percent of the external firms
supplying research to the responding corporations used
psychographics frequently (Myers, Greyser, and Massy, 1979,

p.211).






































































































































































































































































































































































































