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ADVERTISED VERSUSNOT ADVERTISED NEXT PURCHASE COUPONS:
CONSUMER SATISFACTION, PERCEPTIONS OF VALUE, AND FAIRNESS

Abstract

Purpose — The research investigates how consurfinsid their interpretation of advertised and
“surprise” (or unexpected) next-purchase coupordetsyed rewards or immediate losses based on
promotion context and coupon start date restristion

Design/methodology/approach — Two laboratory expenits examine how consumers respond to next-
purchase coupons. In Study 1, next-purchase cotypes (advertised; unexpected) vs. competing brand
promotions (yes; no) vs. coupon start date regtriqunrestricted; restricted to future start détefween-
subjects experimental design was used to examiigribact on purchase satisfaction, perceived
promotion value, and perceived retailer fairnessStudy 2, four between-subjects factors were used
examine the impact on purchase satisfaction, perdeialue, and retailer fairness: next-purchas@aou
type vs. coupon start date restriction vs. coupoget restriction (brand-specific; non brand-specdnd
the measured need-for-cognition variable (high;)low

Findings — Study 1 indicates that unexpected naxtfmse coupons lead to higher purchase satigfiactio
but lower perceptions of retailer fairness compdoeadvertised coupons. Study 2 indicates that
consumer predisposition toward effortful thoughEQ@y amplifies the impact of unrestricted start date
perceptions of retailer unfairness. Furthermdris, éffect is stronger on purchase satisfaction and
perceived value for unrestricted unexpected nerti@ase coupons.

Research limitations/implications — Results impigttadvertised and unexpected next-purchase coupons
differ in their impact on post-purchase outcomesasfsumers. Differences in competing brand
promotions and coupon start date restrictions leanterpretations of next-purchase coupons as
immediate loss vs. delayed gains.

Practical implications — Managerial implications fbe design and use of next-purchase promotians ar
discussed.

Originality/value — The research paper is the first to study how consumers respond to checkout or
next-purchase coupons.

Keywords: Counterfactual, Coupons, Delayed incestiWext-purchase, Loyalty, Regret



Coupons are an important promotion vehicle for o#mufacturers and retailers, accounting for $3
billion in consumer savings (of $250 billion doBadistributed) on packaged goods purchases (NCH
Marketing 2004). To stem the decline in coupon nagtégons and to increase the effectiveness of their
coupon offers, retailers are using a variety ofpmudelivery methods to target coupon offers taiijoe
customer segments. In recent years, a hew typeupion, the "next-purchase" (also called checkout or
handout) coupon has gained popularity in grocestest(Catalina Marketing’s Checkout coupon),
services (e.g., hair salons, restaurants, oil ahasgd auto repair), pharmacies, home appliance,
department, and online stores, among others. Waigélthe term "checkout" and "next-purchase"
coupon interchangeably to refer to coupons issonedediately after a purchase for redemption at the
next visit or purchase occasion within the spedifieriod at the issuing retailer.

While the effects of coupons on purchase behdawe been extensively studied (Blattberg and
Neslin, 1990), the implicit assumption in theselsts is that coupons were dropped or made available
prior to the consumer paying for the product atdtoee. There is considerable research indicatiag t
differences in framing and timing of price reduogacan change consumers’ perception of the promotio
offer, purchase decisions and purchase satisfadtiowever, little is known about how consumers re-
evaluate their current purchase outcomes on reckgpnext-purchase coupon that could have reduced
the price they just paid. This research addresgsgép by investigating how advertised and unebgakc
next-purchase coupons impact current visit outcomisshow that differences in coupon restrictions
and competing brand promotions affect satisfaotith a current purchase decision, perceived
promotion value, and retailer fairness.

Next-purchase coupons are electronically dispeafted payment for a product or service,
printed at the bottom of the cash register receipbn a separate scanner sheet, or offered aga fr
standing insert. Next-purchase coupons differ ftaditional coupons in two respects. They are Vikel
be better targeted and represent future savings;eah traditional coupons offer immediate savings.

They are typically targeted to current purchaséesroduct category, brand, or service, and &edlito
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have higher redemption rates than non-targetedormufCatalina Marketing claims redemption rates of
eight percent compared to traditional coupons&p#rcent). They offer many benefits to the issuing
retailer, by accelerating purchase cycles, incngasttention, consolidating purchases, increasing
multiple item purchases, migrating consumers t@ph channels preferred by retailers (cross-chHanne
coupons) and brand switching (if offered by a cotitpg. Most of these benefits accrue, however, if
consumers retain the coupon and it induces theuoogisto select the promoted brand or service pewsvid
on the next purchase. Critics of next-purchase cosigite that it subsidizes consumers who woule@hav
purchased the brand or visited the service proadgway, thus lowering profit margins. Furthermore,
once issued, consumer use and redemption pattenextpurchase coupons will be similar to tradiab
coupons since they can only be redeemed at thepnesthase. Hence next-purchase coupon users will be
a subset of coupon users who are favorably dispsesing coupons and may be less effective than
loyalty cards or automatic coupons (Park and Go2@@4).

Retailers differ in objectives they seek from afeext-purchase coupons. Differences in design
and delivery of next-purchase coupon offers wigpeet to the purchase event may lead to diffedentia
responses by customers. Advertised next-purchageos are presented (or displayed on product
shelves) along with the base price of the prodiactgxample, $99.99 + $10 off your next purchaee) t
increase prominence and stimulate sales of thegiexhproduct without impacting immediate profit
margins and increase future product sales. In asfitconsumers are not aware of the "surprise" or
unexpected next-purchase coupon offer until thelycbis purchased, i.e., the printing of the coujgon
triggered after the product is scanned or paidlfas.expected to increase future purchase prdibabi
without impacting current purchase probability ¢githe consumer is unaware of the next-purchase
coupon offer while making the purchase decision).

Prior coupon research has primarily studied dine&il coupons (Bawa and Shoemaker, 1987)
newspaper coupons (e.g., Neslin, 1990) cross-oufpons (Dhar and Raju, 1998) and package coupons

(Raju et al., 1994; Dhar et al., 1996). Raju e{E94) and Dhar et al. (1996) investigate the ichpé
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on-pack, in-pack, and peel-off coupons, as wethagket share and profits. Advertised and unexpected
next-purchase coupons share many similarities fpamk and in-pack coupons, respectively. However,
they differ in several important aspects. Firstnafacturers drop pack coupons which are valid gt an
retailer for the purchase of the same productloergbroducts in the manufacturer’s product line. In
contrast, next-purchase coupons are typically efféor future purchases at the retailer and mayayr
not be restricted to specific products. Secondwkedge of an on-pack or in-pack coupon offer isaligu
known prior to purchase. In-pack coupons may neags be advertised on the pack, i.e., not knowor pri
to purchase (similar to surprise next-purchase eoupgHiowever, there is temporal separation between
the payment occasion (in store) and knowledgeeftitayed reward (at home, on opening the package a
first use) for in-pack coupons. The longer the terapseparation the greater the chance that the
consumer has forgotten the purchase occasion,xtpatel the price paid. In contrast, for next-paisdn
coupons, the financial sacrifice (paying for cutrearchase) is immediately followed by delayed nelva
(receipt of next-purchase coupon with the checkecgipt) making next-purchase coupons more salient
(than in-pack coupons) and difficult to avoid atfee post-purchase evaluations by the purchaser.
Earlier papers have studied the impact of on-pacipons on next purchase. They assume that
the receipt of a coupon for a future purchase basffect on current purchase outcomes or fairness
perceptions towards the manufacturer or retailewéler, research indicates that people often caenpar
purchase price paid to alternative pre-purchase past-purchase purchase scenarios which affexrdur
purchase outcomes (Cooke, Meyvis, and SchwartZ,)26@rthermore, there is a need to examine the
effectiveness of next-purchase coupons in competitbntexts. Research on in- and on-pack coupons
apply to a monopoly market (multiple sizes of thene brand) for low price/involvement goods where
purchase decision-making is habitual with limitedgge for post-purchase evaluation. In contrastt-nex
purchase coupons are used as alternatives totipgstanotions in loyalty and customer relationship
marketing programs in durable and non-durable pbdategories, and consumer decision making and

post-purchase evaluation in some cases may bestxgeand complex.
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Based on established research in framing and xiatieeffects of prices and promotions and
counterfactual comparisons we examine how nexth@se coupon type, promotions on competing
products, and coupon start date restrictions lealiffierent interpretations of next-purchase cowgion
the context of moderately priced and low priceddgod he first study was conducted in the context of
moderately priced goods. We show that consumeley diif their perception of a next-purchase coupon,
either as a delayed reward or an immediate loss s€bond experiment used low priced goods as stimul
and examined the effect of promotion target restns and consumer need for cognition. Our findings
have implications for design and timing of nextghase coupons to increase purchase and coupon

retention in the short-term, and perceptions d@ilet unfairness in the long-term.

Background

To our knowledge, there is no published researchest-purchase or checkout coupons.
However, research on package coupons has bearitigsaesearch. Based on findings in self-perceptio
theory, Dodson et al. (1978) argues that on-packans are less detrimental to brand loyalty becafise
their restricted availability and the greater dffeeeded on the part of the consumer to redeem. them
However, next-purchase coupons have become a sthpiamotional tool in many industries and are
offered on a continual basis. Dhar et al. (199@ntbthat for high-share brands on-pack and in-pack
coupons can lead to higher brand profits than mgiael-off coupons, even though on-packs have a
lower probability on redemption compared to peé$,adind in-packs have lower redemption rates
compared to peel-offs and in-packs. Next-purchas@ans represent delayed incentives at the time of
offer, requiring an additional purchase in the fatto redeem the savings. Soman (1998) showedhihat
face value of delayed incentives drive choice l&rger extent than the effort required to redeeamth
hence future effort is underweighted relative tiufe savings. However, little is known whether

consumers discount future savings and effort (xpemse in our case) when delayed incentives are



unexpectedly thrust on them instead of being sededtieilman et al. (2002) investigated the role of
unexpected in-store promotions and found that semromotions increase unplanned purchases aad siz
of the shopping basket. While these studies hapidations for advertised next-purchase coupons, or
situations where the promotion offer knowledgevigilable prior to purchase, many issues relating to

post-purchase outcomes of advertised and unexpeetegurchase coupons remain unanswered.

Conceptual Framework and Hypotheses

Consumers draw economic (savings), informatioral, &fective inferences from promotions (Raghubir
and Corfman, 1999). Retailers offer promotionsdmmunicate utilitarian (or financial) gain, howeyver
contextual factors lead to differences in how comsis decode utilitarian and hedonic benefits of the
promotion. Some factors are under retailer contnath as promotion features and restrictions, vasere
others, like competitors’ (instant) promotions aadjet market characteristics (e.g., deal pronemessl
for cognition) may be outside the retailer's cohtrdable 1 presents variations in next-purchasgon
features used by retailers, each of which cantealifferences in the framing of the same objective
financial savings.

[Take in Table 1]

Next-purchase coupons require the consumer to makenetary sacrifice now (by purchasing a
product) for a delayed reward in the future. Ragean delayed incentives suggests that the effort o
expense required in future to acquire the savingsderestimated at the time of brand choice
(Loewenstein, 1996). The saving (face value ofdélayed incentive) is vivid, salient, and unambiggio
and can be integrated easily with the price thesaoer pays at the time of purchase (Soman and Lam,
2002). The temporal proximity between the immedsaerifice and delayed gain imply that affective
responses will be activated. Prior research sugdlest affective responses may range from excitemen

and thrill at receiving a savings (Chandon et241Q0) to regret at missing savings (Inman and MstAti



1994). Moreover, consumers will ascribe attribusiom themselves and their purchase decisions (e.qg.,
“smart shopper”) and motives of external agents fitailers which impact their post-purchase ougom
and perceptions of fairness in the exchange (Calind989). It is important to note that saliendeate
next-purchase offer on receipt or delayed incenglags an important role in motivating future puashs
(Soman and Lam, 2002).

In the first study we examine how different proratfeatures (next-purchase coupon type:
advertised vs. surprise, and start date restristioa explicit start date vs. explicit future stdate) and
competing brand instant promotions (yes vs. nojgichpffective responses to the same objective
promotion. Restrictions on promotion act to constensumers’ ability to take advantage of the
promotion and influence perceived promotion valoe eetailer fairness. Restrictions activate cogaiti
resources used to judge the favorableness or uiaflalemess of an offer, however, consumers differ in
their ability and willingness to do so. In the sedstudy, we examine the role of individual diffece
variables, such as need for cognition (HaugtveeltyRand Cacioppo, 1992) in determining the overall

attractiveness of a next-purchase promotion offier@ost-purchase outcomes.

Study 1: Effectsof Advertised vs. Unexpected Next-Pur chase Coupons

Prior literature on satisfaction and post-purctessduation suggests that standards prompted by
performance observations after consumption maytieadre-evaluation of original purchase decision.
Consumer post-purchase outcomes will vary basedhather the consumer knew about the offer prior to
the purchase decision (advertised checkout coumomly found out after purchasing the product
(unexpected checkout coupon), even if the consacterlly gets the physical coupon immediately after
purchase in both cases. Both cases are factuallyagnt for the same objective value of the coupon
the consumer has purchased the product and then®§ooff coupon towards their next purchase at the

retailer. However, consumer evaluation of theirchase decision will differ based on how they fraimee



promotion offer in both cases. In the former céigedustomer has already integrated the utilityabuer
of the next-purchase coupon in the product purctasesion. Receiving the actual coupon is the
expected outcome. In the latter case, the conspaiérfull price for the product and became awartef
promotional offer only after completing purchasic® the surprise coupon offer was not integratéal i
the purchase decision, it may lead to a re-evalnaif the purchase decision.

Research on equity would suggest that receivingitiexpected coupon after the purchase may
lead to the individual being over-benefited. Thexpected benefit represented by the face valueeof t
coupon looms large and influences evaluation oflpage decision to a larger extent compared to the
effort and expense required to get the savings;iwisi underweighted (Soman, 1998). The purchaser ha
already perceived the net value from purchasingtbduct was positive. Since the unexpected next-
purchase coupon did not negatively impact the mtslperformance utility or its cost, the receipt o
unexpected additional savings (though delayed)ldhatiworst, not affect purchase outcomes atratio
best, lead to favorable feelings and unplannedhases (Heilman, Nakamoto and Rao, 2002). This will
also lead to favorable attributions to the exteag@nt (the retailer). Hence,

H1: Purchasers receiving an unexpected next-purchase coupon (a.) will be more satisfied with

their purchase decision, (b.) have higher perceived deal value and (c.) have higher perceptions of

retailer fairness, compared to purchasers receiving an advertised next-purchase coupon.
Effect of (Pre-Purchase) Promotion Context

There is clear evidence in the pricing literatirat the context in which a product is seen
influences how consumers judge both this and giteducts (Briesch et al., 1997). Presence of other
alternatives, prices, and promotions associateld thém can alter perceptions of the focal prodyct b
altering the internal reference standard from wiaigitoduct or its price is evaluated or the rarfge o
values that people consider applicable to the jodge situation (Ostrom and Upshaw, 1968). Consumers
make positive or negative quality inferences whémnaand’s promotional activity deviates from indystr

norms (Raghubir and Corfman, 1999). A brand’s pribiomowill not be informative of its quality in a
9



category where promotions are common because timegpion is attributed easily to industry norms.
Hence we expect exposure to competing brand ingtantotions to influence purchase incidence and
post-purchase outcomes of next-purchase coupons.

Consumers perceive a high likelihood of promotiothie product category when most brands are
presented as base price minus instant promotidngsaJn the high promotion context condition,het
focal brand is presented without any promotioniffasexpected next-purchase coupon), purchasers
make positive inferences about why the retaileiates from category norms to justify their choice.
Upon post-purchase they are surprised with thaptoga next-purchase coupon, which invalidatesrth
earlier inferences of the retailer's motives in affering promotions. Research on hindsight biagssts
the reaction to the unexpected next-purchase cowpbbe "I knew it all along" (since most otheramds
were offering promotions) or “should have expedtétbading to regret (Sugden, 1985). When no bsand
promote, purchasers make quality inferences tdfyusieir choice, receiving the unexpected next-
purchase coupon after purchase does not invalidateearlier inferences.

In contrast, when next-purchase coupon offers dveréised, consumers compare the delayed
rewards with prices (after instant promotion sasiimghigh promotion context) of competing brands.
Since consumers incorporate the next-purchase girmmaffer in their purchase decision-making, the
receipt of the coupon after purchase validates fgrerpurchase expectations, hence we do not eapgct
impact on post-purchase perceptions of unfairmesshase satisfaction, and deal evaluatidance,

H2. When competing brands promote, purchasers receive unexpected next-purchase coupons (a.)

will be less satisfied with their purchase decision, (b.) have lower perceived deal value and (c.)

have lower perceptions of retailer fairness compared to purchasers receiving an advertised next-

purchase coupon.

Effects of Next-Purchase Coupon Start Date Restriction
Retailers specify restrictions on the use of cogparorder to increase attractiveness and prevent

misuse, yet restrictions on traditional coupongeims of minimum purchase conditions and narrow
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redemption periods have been shown to lead to ptocs of unfairness and low usage rates (Raghubir
and Corfman, 1999). Next-purchase coupons mayxpicely specify an explicit start date (hence be
used for additional purchases during the same shgpp) or have a specific future start date. tNex
purchase coupons that can be used for other p@sltiasing the same shopping trip offer more
flexibility and ease in redemption and are likedyoe more attractive to customers than couponsctrat
only be used on later shopping trips, increasiegaérceived value of the next-purchase coupon.
Consumers receive next-purchase coupons only@atepleting their purchase and discover start
date restrictions immediately thereafter. Staré dastrictions can have implications on how conssme
frame the next-purchase promotion offer. The faat the next-purchase coupon with no start date is
actually valid during the current visit is a susimig discovery for recipients of both advertisadd
unexpected next-purchase coupons. Surprising assidnal positive outcomes have been shown to lead
to regret and disappointment (Harrison and Mar@B84). The visceral reaction to an (objectively)
positive or negative surprising event can leadhéodreation or imagining of a separate realityvafiét
might have been" or the reconstruction of expemtatas comparison referents in evaluating post-
purchase outcomes (Loewenstein 1996). The easemhitth alternative outcomes like the availabilify o
unrestricted “$5 off coupon befooempleting purchase,” can be imagined to evergivey coupon
after purchase, and expectations can be recoretirugtich determine the impact on purchase decision
satisfaction.
The lack of start date restriction on next-purchamgoons makes it relatively easy to mutate (i.e.,
change) the particular unexpected feature (i.eilahility of coupon pre- rather than post-purchabat
can result in better outcomes (Kahneman and Tvel€82). Hence the comparison of one's current
outcome (pay full price) with a situation-focusexioterfactual (could have saved $5), which leads to
perception of immediate loss. This mental stimolatian influence post-purchase outcomes, especially
purchase satisfaction through its effect on aff€be external attributions of situation-focused

counterfactuals on disappointment (cf. Zeelenberd.£1998) will impact perceptions of retailer
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unfairness. In contrast, when the next-purchaspaois explicitly restricted to a future start date
mutating the availability to pre-purchase doesleatl to a better alternative outcome since the @oup
could not be used due to start date restrictioes.cH,
H3. Unrestricted start date next-purchase coupons will lead to (a.) lower purchase satisfaction,
(b.) higher perceived value of coupon and (c.) lower perceptions of retailer fairness than

restricted start date next-purchase coupons.

According to regret theory, comparison to evendraititcomes (by imagining alternative
unrealized situations or counterfactuals), canadéfrom satisfaction (or add to dissatisfactiondme’s
objectively good outcomes (Sugden, 1985). Consumearwised by unrestricted surprise next-purchase
coupons after completing purchase, are more liteelyentally simulate alternate situations than ¢hos
receiving unrestricted advertised next-purchas@ans. Medvec et al., (1995) argued that the diffeze
in emotional reactions of Olympic athletes (i.eqrize medalists were found to be happier thanrsilve

medallists) were driven by comparisons with the ne@sily imagined alternative outcome. Hence,

H4. Restricted (unrestricted) start date surprise (advertised) next-purchase coupons will have (a.)
higher purchase satisfaction, (b.) higher perceived value of the coupon and (c.) higher
perceptions of retailer fairness than unrestricted (restricted) surprise (advertised) next-purchase
coupons.
Method
Procedure and M easures
For this study, the participants were 391 undengmgalIntroductory Marketing students at a large
northeastern university who earned partial couredicfor their efforts. To maintain student int&e
USB flash drives were chosen as the product cagegince the University had recently announced a
reduction in copying machines in libraries and reacended use of USB flash drives. We used a 2 x 2 x

2 full factorial between subjects design to exantireeeffect of the type of next-purchase coupon (2
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conditions — advertised coupon, unexpected coupompeting promotions (2 conditions — yes, no) and
coupon start date restrictions (2 conditions —tad slate; explicit future start date). Subjectsave
randomly assigned to one of the eight conditions.0skd an actual next-purchase coupon promotiaon tha
was used by an electronics retailer who did notlsteres in the northeast. All participants readstiime
cover story, that of a fictitious store locatedseldo campus, which wanted student input on prdahes
they should carry.

All subjects were exposed to a shopping page suifictitious brands (with similar attributes
and irrelevant differentiating features — shape @idr availability) of 518 MB USB drives, and bran
names were rotated across subjects. Subjects slezd 80 make a purchase decision. Images of other
products the retailer sold were placed as banreengdd manipulated competing promotion conditions by
modifying the shopping page (as shown in Tabl& g prices of brands in both the promotion context
conditions were the same. In the high promotiord@dn, prices of four competing brands were
presented as base price minus $5 off purchasebd%eprice of the lowest competing brand was shown
as $54.99 minus $5 instant rebate in high promat@rdition and $49.99 in low promotion context
condition. Start date conditions were manipulatgddiding start date (one week after purchase)an th
restricted "future start date" condition, but narstlate was mentioned in the "no start date" ¢amdiln
both start date conditions the coupon expiratide @as printed as four months past the purchase dat

[Take in Table 2]

In the advertised next-purchase coupon condittmmfdacal brand indicated a price of $49.99 with
a $5 off coupon on the next purchase of the produitte retailer. These participants then indicated
purchase/no purchase by placing products in thpmhg cart and clicking checkout. A receipt witle th
next purchase coupon was displayed and subjecld select to print the coupon. Students then
responded to questions on dependent measure® Uméxpected next-purchase coupon condition the

focal brand indicated a price of $49.99. Subjentlicated purchase intent by placing products in the

13



shopping cart and clicking checkout. Their compategeen then displayed the next-purchase coupon for
$5 for their next purchase and subjects could s&garint it. Subjects who did not purchase, aidlexit,
answered questions on manipulation measures agvhrgldependent measures. All subjects were

debriefed and thanked for their participation.

Dependent Measures: Purchase or non purchase outcomes were colléoiedclickstream data since all
participants logged in with their university emi@land password in order to participate and geditfer
the experiment. Survey questions to collect peuzdpheasures were integrated into the online
experiment. Subjects who made purchases were &skstiwhatever thoughts ran through their mind
immediately after they were shown the receipt streamediately thereafter subjects completed aethre
item regret scale on a ten-point scale (that asdabg subjects’ regret in regards to the decigion
purchaseg =0.79,p<0.001) (Inman and Zeelenberg, 2002). "How muchld/gau regret your decision
to buy (not buy) the USB drive?" (anchored by rmgret at all/regret very much), "If you could do it
over, would you change your decision?" (anchoredéfinitely would not change/definitely would
change), and "How much happier would you have lifegyu had made a different decision?" (anchored

by not much happier/much happier).

Purchase satisfaction was measured using a seveinspmantic differential scale anchored at: "I
am definitely satisfied/| am definitely not satedi” Perceived fairness was rated on a bipolactdge
scale (1 being very fair and 7 being very unfa@qufpbell, 1999). Perceived deal value was measured
using a three-item, seven-point semantic diffeetisttale bad deal/good deal, worthless/valuabl&, an
unattractive to me/attractive to me £0.83,p<0.001) (Grewal et al., 1998).

Manipulation Checks. A pretest was conducted to see if descriptionshf® two promotional coupons
were perceived differently. Pretest respondentgiomed that differences were “minor,” or “cosmetic.
The perceived difference in promotion context wgaiicant, as subjects mentioned an average of 4.9

(s.d.=2.9) vs. 0.7 (s.d.=0.2) brands were on pranah the high vs. low promotion context8.12,
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p<0.001), indicating that the promotion context npaiftion was successful. Subjects also completed a
three-item believability scale in our studies. T$usle was entered as a covariate in the analysesas
insignificant. Thus, it is not discussed furtheesBondents did not significantly differ in theinféiarity

with USB drives or probability of future purchasgghe campus store across conditions.

Results
A 2 x 2 x 2 between-subjects MANOVA was used tolyreathe data from 273 purchasers (69

percent purchasing) of the focal brand. In pragtibe next-purchase coupon is issued only after
purchase, hence data from 118 subjects who digurahase the focal brand were not used for post-
purchase outcomes. The multivariate test of sigaifte was conducted according to Wilks’ Lambda and
is in Table 3.

[Take in Table 3]

We found significant main effects for next-purchasepon type, competing promotion, and
coupon type x coupon usage restriction. Hypothegisedicts that receipt of an unexpected next-paseh
coupon will lead to higher customer satisfactiogrcgived retailer fairness, and deal value. Wedaan
significant multivariate main effect of coupon typ®ilks’ Lambda=0.967F(2,264)=5.24p<0.01.
Subsequent univariate analyses indicated significein effects of coupon type for purchase
satisfactionF(1, 264¥ 10.88,p= .001. A follow-up analysis using the Scheffe pragedndicated that
subjects receiving unexpected coupons expresseificatly (p <0.05) higher satisfaction than those in
the advertised coupon conditiadla supported). Univariate analyses showed significaain effects of
coupon typd-(1, 264)=4.92p<0.031 for perceived retailer fairne$$l€ supported). Fairness perceptions

associated with unexpected coupons were significkower than for advertised coupons.

In addition to the main effect of coupon type, warid a significant competing promotion by
coupon type interactioR(2, 264) = 9.21p <0 .001, for perceived retailer unfairness. Uniatitest$-(1,

264)=8.16p<0.01 showed that in high-promotion context subjeeteiving an unexpected next-
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purchase coupon perceived the retailer as significanore unfair than those who were not exposed to
competing promotions [Unexpected vs. Advertisel (5. 3.8p<0.05)], whereas unfairness perceptions
did not significantly differ across promotion cotioins among those who received unadvertised coupons
[Unexpected vs. Advertised (2.7 vs. 2/80.05)] H2c supported). Our analyses indicated a significant
multivariate next-purchase coupon type x start dagéiction,F(1, 264)= 6.68p=0.006. Univariate
analyses supported this significant interactiornpimrchase satisfactidf(1,264)=8.06p<0.01 and
perceived promotion valug(1,264)=5.16p<0.01 (see Figures 1 and 2). In this interactidasts
indicated that subjects with surprise next-purcltagoons were significantly more satisfied withithe
purchase decisiotr2.85,p<0 .005 when the coupon had an explicit futuret state compared to when
there was no start date. In contrast, subjectsaratvertised next-purchase coupon condition did no
significantly differ in their purchase satisfactiaoross the start date restriction conditidtda
supported).

Subjects in the unexpected next-purchase coupaditaan found the restricted start date coupon
significantly more attractive than subjects whoereed unrestricted (no start date) coupanrst.398,
p<0 .001 H4b supported). In contrast, receipt of advertised-pexchase coupons with no start date led
to significantly higher perceived value of the congompared to when consumers received advertised
next-purchase coupons with a future start dates(43,p<0 .01). Hence unrestricted advertised coupons
seem to have the windfall effect, but restrictedeatised next-purchase coupons are valued signtfica
lower than their unexpected counterpatts {.99,p<0 .05). There were no other significant univariate
main effects or interaction effects for purchagéstsection, perceived promotion value, or retailer
unfairness.

We calculated the average of participants’ ratimgshe regret items to examine if regret impacts
consumer perceptions. In contrast to our expectstive found that consumers receiving unrestricted
next-purchase coupons did not report significamitye regret than those receiving restricted coupons

(3.96 vs. 3.57p>0.05). This parallels non-significant results $tart date main effecH@ a, b, or c).
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However, consumers receiving unexpected coupoisnwitstart date reported marginally more regret
than those receiving unexpected coupons with alcggtart date (4.11 vs. 3.23, p<0.09). Regreirss
were not significantly different among consumereigng restricted or unrestricted advertised next-
purchase coupons.

Discussion

In summary, subjects receiving unexpected nextqasge coupons are more satisfied with their purchase
decision but have higher retailer unfairness pdioep than those receiving advertised next-purchase
coupons. Our explanation that consumers perceiggpetted coupons as an attempt by the retailer to
deceive, lock-in, or manipulate consumers (Camph8b9) appears to have been supported. Consumers
receiving advertised coupons may not perceivedtaler to be unfair because they lthdsen to buy

the brand with a next-purchase promotion over cdimgénstant promotion offers. Since they pay the
lowest price, having the next-purchase coupon ierpeeferable than not getting it at all.

While we did not find a significant main effectsthrt date restriction$i@3a, b, or c were not
supported), there were significant differencesipact on purchase satisfaction and perceived coupon
value based on whether the next-purchase coupamsadgertised or unexpected. Receiving an
unrestricted next-purchase coupon unexpectedly aiftechase lowers valuation of the coupon (“I am
done buying, | can’t use it now, | could have uidmbfore” — a subject’s statement), and the re-
evaluation of their purchase decision, includirttie“talue of coupon was factored into the purchase
price.” An unexpected coupon with an explicit figwtart date is valued significantly higher thae on
without an explicit start date and brings forthubbts about potential future patronage. Unresttioext-
purchase coupons did not have to be redeemed mentuwrisit, however, those receiving them
unexpectedly focused on immediate-udhis may be totally unintended by the retailer. &lghveless,
these results indicate that the type of the nextipase coupon has a significant effect on perceived
promotion value and retailer unfairness perceptions

The non-significance of main effect of start dagstriction, but strong interaction effects with
17



coupon type may be due to individual differenceprimcessing coupon information anating the

absence or expectation of a start date. Typical couponglexpiry dates but no start dates. Individual
differences in cognitive processing of coupon infation may moderate consumer responses to start dat
restrictions, which we examine in Study 2. Furthemmwe examine whether our findings can be
generalized to frequently-purchased grocery pradaictl for coupons that are valid for next-purcloase

brands that are commonly observed in the grocehysimy.

Study 2. Moderating Effect of Need for Cognition

Need for cognition (NFC) is one of the determinarftthe motivation to process information
content (Haugtvedt, Petty and Cacioppo, 1992). Gumess differ in their tendency to engage in efidrtf
systematic thinking. Specifically high NFC indivala are more likely to process information thordygh
and use it as a basis for judgments than thoselovittNFC (Haugtvedt, Petty and Cacioppo, 1992).rHig
NFC individuals are also more likely to rely ondexbvious or missing information (Pham et al., 2001

Prior research suggests that low NFC subjectsdvose the term “next-purchase” as a heuristic
cue and are less likely to note or make inferemge=n a next-purchase coupon does not have an gxplic
start date. Hence we do not expect to find diffeesrin response by low NFC individuals to coupant st
date restrictions. In contrast, high NFC individuel both unrestricted and restricted start datelitions
are more likely to invest cognitive resources isessing the offer. Higher levels of cognitive ineshent
are preconditions to the generation of counterfdstinence high NFC individuals are more likely to
generate upward counterfactuals compared to low KEi®iduals when next-purchase coupons don’t
have an explicit start date. Hence we hypothesize,

H5. Unrestricted start date next-purchase coupons will lead to (a.) lower purchase satisfaction,

(b.) lower perceived value of the coupon, and (c.) lower perceptions of retailer fairnessfor high

NFC individuals than restricted next-purchase coupons, but not for low NFC individuals.
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In Study 2 we examine the proposed hypothesesidy ¢t at the individual level in high promotion
context when the differential impacts on post-pasghoutcomes occur. We consider frequently-
purchased grocery products which are less likelgad to negative outcomes compared to more
expensive and less frequently purchased USB diiv8tudy 1. We examined if responses differed for
next-purchase coupons valid on next-purchase ofahee or any brand.

Method

Procedure and M easures

For this study, the participants were 419 undengagalIntroductory Marketing students at a large
northeastern university who earned partial couredicfor their efforts. We used a2 x2x 2 x & fu
factorial between subjects design to examine tfeeedf type of next-purchase coupon (2 conditiens
advertised coupon vs. unexpected coupon), coupohdstte restrictions (2 conditions — no start date
explicit future start date), promotion target (2diions — valid on next purchase of same brandng.
brand) and need of cognition (measured: high wg).I8ubjects were randomly assigned to one of 16
conditions.

Similar to Study 1, students were asked to puelbag of the two product replicates used in the
study, detergent (100 o0z) and frozen ice creani @adllon) from a fictitious retailer in a high-pration
context. Similar to Study 1, the high promotion o was created by presenting four competing tgand
as base price minus instant coupon savings irxp#rimental conditions.

Measures. One week prior to the experimesubjects answered the 18-item need for cognitiatesc
(Cacioppo, Petty, and Kao, 1984). The median s@lg used to classify subjects into high or low need
for cognition. Purchase cycle and average pricessfenty commonly purchased grocery products were
also collected at this time, of which two were aoas product replicates. Post-experiment meastires
regret, purchase satisfaction, perceived deal yahe retailer unfairness were collected usingstrae
scales described in Study 1. After the dependeasares were collected, students were asked taatiote

printed information they could recall from the ngxtrchase coupon. One point was awarded for each
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piece of information recalled, as well as for amfpimation they thought was missing from the coupon
Results and Discussion

Preliminary analyses showed that the average NBf& seas 82.4 (s.d. 10.8), after median split,
the high NFC group had an average score of 916&s3) and low NFC subjects scored 70.6 (s.d. 9.4)
Analyses of the coupon information recall questisimsw that high NFC subjects scored an average of
6.2 (s.d. 1.4) significantly highep<€0.05) compared to 3.7 (s.d. 2.1) by low NFC suisjdeurthermore,
71 percent (148) of high NFC subjects in the ret&d coupon condition (208 subjects) correctly lteda
the start date on the coupon compared to 39 (8@WNFC subjects (211) thus supporting our
contention.

A separate MANOVA with promotion target (couponigan next purchase of same brand or
any brand) and product category as a fully cro$setr, revealed a baseline main effect, but no
significant interaction with the other experimentatiables. Scores for coupon valid on same bradd a
ice cream were systematically higher, but the paté responses across replicates was identical. Fo
these reasons we pooled data for the two prodptitages and promotion target and reported only
aggregate results.

Results for the three-way multivariate MANOVA areTiable 4. Multivariate main effects of
next-purchase coupon type and next-purchase cayperx start date restriction were supported simila
to Study 1. In the interest of space, we will odigcuss the significant NFC x start date restnictio
interaction. Univariate tests show that this intécm is significant for perceived retailer fairsesnly. As
predicted, in the no-start date condition, high Nfe®jects perceived the retailer to be signifigantl
(p<0.05) more unfair [5.4 (s.d. 1.2)] compared to NRC subjects [3.52 (s.d. 1.4)]. High and low NFC
subjects do not significantly differ in their fagss perceptions when the coupon has an explicitefut
start datei5¢ supported), hence NFC moderates the responsertalgta restriction.

[Take in Table 4]

The three-way interaction effect for NFC, startedaind coupon type is illustrated in Fig. 3.
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Univariate results indicated it is only significdot purchase satisfaction. For high NFC subjesten a
next-purchase coupon is advertised the presenalesence of a start date makes little difference
(p>0.05). However, when the next-purchase couponéxpected, the presence of an explicit start date
on the coupon leads to significantly higher peredideal value compared to when there is no sttet da
(p<0.05). In contrast, for low NFC subjects, unestpd next-purchase coupons are perceived to be of
higher value than advertised coupons, but the poeser absence, of a start date makes littlerdifiee
for advertised or unexpected next purchase coupons.

[Take in Fig. 3]

Analyses of composite regret scores indicatesstligiects reported lower regret scores for
grocery products compared to USB drives in Studyithilar to Study 1, regret scores were not
significantly different for unrestricted vs. restad start dates. However, high NFC subjects watstart
date coupons reported significantly higher regrtetess compared to those with explicit start datgoos
(3.07 vs. 1.91p<0.05). No such differences were significant faw INFC subjects. Furthermore,
reported regret scores for high NFC subjects (M&jr8ceiving unrestricted surprise coupons were
significantly higher (alp<0.01) than subjects in other conditions, unregid@advertised coupons
(M=2.87) restricted surprise coupons (M=0.85) asstricted advertised coupons (M=1.27). For low NFC
subjects, regret scores were insignificantly higbesurprise coupons, but not for restricted or
unrestricted start dates. This provides supporofwrcontention that an explicit start date on @-ne
purchase coupon prevents mental simulation ofredtare states and perception of immediate loss on

receipt of next-purchase coupon for high NFC subjeand surprise coupons amplify the effect.

Managerial | mplications and Future Resear ch

This study has a number of implications for use @egign of next-purchase coupons in

competitive shopping contexts. When the consumiefasmed of the promotion offer — prior to purchas
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(advertised) or after purchase (unexpected) detesnivhether the next-purchase coupon is perceived a
a delayed reward or immediate loss. Unexpectedmarxthase coupons lead to higher purchase
satisfaction compared to advertised next-purchaspans, but also perceptions that the retailenfaiu
More specifically, when competing brands offer amstpromotions, unexpected next-purchase coupons
are more likely to lead to perceptions of retailefairness even when buyers pay the lowest pritiean
product category. Hence use of unexpected nextipseccoupons as a loyalty-inducing tool may
backfire and have unintended consequences. Tlastaffay vary across face values of the next-puechas
coupon and may disappear for implausibly high ar dtiscounts, or when savings offered by a next-
purchase coupon is relatively higher than instaototions—a topic deserving of further investigation.
Coupon restrictions like presence or absence dfagéjuture start dates have contrasting effects
on current purchase satisfaction and perceivedarouglue. Consumers receiving an unexpected next-
purchase coupon without an explicit start datenaoee likely to mentally simulate that they couldréa
used it for immediate gain “only if” it had beenadlable earlier, leading to a perception of imméslia
loss than with those receiving a start date rastitjaunexpected next-purchase coupon. We demamstrat
in our second experiment that this is true onlydmmsumers with a high need for cognition, who are
more likely to note and draw inferences when & si@e is missing. Restricting a start date toriitime
periods appears to be the safest course of adrmsufprise coupons, though not for advertised-next
purchase coupons. Our findings on restricted dite coupons support time discounting theory and
hyperbolic discounting (Loewenstein, 1996). In experiment, we manipulated the restricted stag dat
to a week later. We expect results to differ shdddstart date be a month later. Reducing itdayalater
would have enhanced the impact of regret at “jussimg the deal.” Consumer purchase cycles for a
product category are critical inputs in designiegtrpurchase coupon offers. Hence the use of next-
purchase coupons to accelerate purchases or imggagchase volume through conditional next-
purchase coupon offers (e.g., get $5 off next msetof 2 or more units/$50 or more purchase) wesran

rigorous investigation.
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Effectiveness of next-purchase coupons dependseocustomer retaining the coupon. We
expect coupons with higher savings and lower fuédifert will increase retention and redemptions.
However, little is known whether consumers alsoster current efforts or financial sacrifice inve$in
acquiring the coupon (i.e., for advertised offePgrceived deal value is a proxy for intentioneiain
and use the coupon in future, however, the salieht®e next-purchase coupon in the consumer’s mind
and its potency in inducing the next-purchase ettdailer, will decline over time as it competdthw
other instant promotion offers. Consumer respoosedeiving a competing brand next-purchase coupon
(widely used in the FMCG industry) has implicatidos switching and redemption behavior, but liide
known about their impact on internal referenceefar focal and competing brands.

As more retailers compete through multiple chanaetsuse a variety of promotional tools,
cross-channel next-purchase coupons are usedrnfE@nd migrate consumers to desired channels.
Research is needed on whether promotion intensiigrget, or originating channel, or both, will
determine the effectiveness of next-purchase caipod the optimal design of these offers.

Further magnitude of impacts may be asymmetrics Thderscores the importance of optimizing and

coordinating promotion offers across various chésienultaneously.
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Table 1. Differentiating Featur es of Next-Purchase (N-P) or Checkout Coupons

N-P Coupon Features

Variations of Features UseRldbgilers

Knowledge of N-P
Coupon Offer

Prior to purchase (advertised)
or

After purchase (unexpected/surprise)

Coupon Start Date
Offer Restriction

No start date or unrestricted (could be used orentwisit)
or

Explicit future start date or restricted (cannotused on current visit)

Promotion Target

Valid on N-P of currently purchdibeand
or
Valid on N-P of any brand/product category **
or

Valid on N-P of competing brand

Redemption Condition

Valid on N-P minimum purch@&samount
or
Valid of N-P minimum purchase quantity
or

No explicit minimum purchase $ amount or quantitgly if promotion
target is **)
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Table 2. Experimental Stimuli (Study 1)

Promotion Context Condition Coupon Type Condition

High Low Advertised Unexpected/Surprise
$68.99-$5 off| Alpha  $63.99 Ze;a5 . nexf4i.r%aa-lss:ve2eta $49.99
$64.99-85 off Beta  $59.99 P (85 N-P coupon after

Gamma $62.99-$5 off Gamma $57.99 purchase)
$59.99-$5 off| Delta ~ $54.99 Start Date Condition _
None Restricted
$54.99-$5 off Theta  $49.99 No start date Start date one week
after purchase

Source

Main effects

Coupon Type
Purchase Decision Satisfaction
Perceived Promotion Value
Perceived Unfairness

Promotion Context

Start Date Restriction

I nteractions

Coupon Type x Promotion Context
Perceived Unfairness

Coupon Type x Start Date Restriction
Purchase Decision Satisfaction

Perceived Promotion Value

Table 3. Next-Purchase Coupon Type, Start Date Restriction, and Promotion Context (Study 1)

Multivariate F df  Univariate F
5.24 2178
1268 10.88
1268 2.23
1268 4.92
1.47 2178
0.62 2178
9.21 2178
1268 8.16
6.68 2178
1268 8.06
1268 5.16
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Table 4. Next-Purchase Coupon Type, Coupon Start Date Restriction, Need for Cognition (Study 2)

Source MultivariateF df UnivariateF
Main effects
Coupon Type 6.39 3386
Purchase Decision Satisfaction 1385 4.72
Perceived Promotion Value 1385 3.19
Perceived Unfairness 1385 3.06
Need for Cognition (NFC) 2.47 3386
Start Date Restriction 1.99 3386
I nteractions
Start Datex NFC 5.91 3386
Perceived Unfairness 1268 4.95
Coupon Type x Start Date Restriction 4.06 3386
Purchase Decision Satisfaction 1385 3.72
Perceived Promotion Value 1385 2.15
Start Date x NFC x Coupon Type 7.06 3386
Purchase Decision Satisfaction 1385 4.26

Figure 1. Next-Purchase Coupon Type x Start Date Restriction I nteraction (Study 1)
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Figure 2. Need for Cognition x Start Date Restriction I nteraction (Study 2)
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Figure 3. Need for Cognition x Coupon Type x Start Date Restriction Interaction (Study 2)
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' Prior research would suggest that next-purchasparmuoffered in high-promotion context would lead
to loyalty-related inferences for the promotiont bonsumers may still be more responsive to instant
savings over delayed gains (Quelch 1989). Sincéamus is on post-purchase outcomes (and not
purchase incidence) we specify our hypothesesuartasers only.

" The actual receipt of an advertised next-purchaspan is expected and arguably does not lead to
creation of counterfactuals. However, the absefhstadt date restrictions (if noted) on an advedis
next-purchase coupon may be a “surprise,” sincewwoBrs expect the next-purchase coupon to be valid
for a future date.
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