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This research analyzes the noncooperative and cooperative strategies of manufacturer and retailer coupons. The manufacturer and retailer can achieve the third-degree price discrimination effect by issuing coupons to the low-demanders, making their profits increase and the consumer surplus decrease. Both manufacturer and retailer offer higher coupon values to the low-demanders. If the noncooperative strategies are used to issue coupons, the SPNE result is that both sides will issue coupons. Cooperative strategies to issue coupons bring higher profits, consumer surpluses, and social surpluses than noncooperative coupon strategies. Cooperative strategies can eliminate double marginalization and results in the highest channel profits and social surplus.

