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The epic endurance of nickel-a-bottle Coca-Cola

An economics paper explains, perhaps, the epic endurance of nickel-a-bottle
Coca-Cola:
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https://www.improbable.com/2012/04/28/the-epic-endurance-of-nickel-a-bottle-coca-cola/

“*The real thing™: nominal price rigidity of the nickel Coke, 1886-
1959, Daniel Levy and Andrew Young, Journal of Monay, Credit
and Banking, (2004). (Thanks to Sandeep Baliga for bringing this to
our attention.) Levy and Young write:

We report that the
price of a 6.50z Coke
was 3¢ from 1886
until 1959 Thus, we
are documenting a
nominal price rigidity
that lasted more than
70 vears! The case of
Coca-Cola 1=
particularly interesting
because during the
10-year period there
were substantial changes in the soft drink industry as well as two
World Wars, the Great Depression, and numerous regulatory
interventions and lawsuits, which lad to substantial changes in the
Coca-Cola market conditions. The nickel price of Coke, nevertheless,
remamed unchanged. ...

We offer a combination of thres possible factors as an explanation
for the Coca-Cola price rigidity. Two of these explanations are
echnology-based, while the third has fo do with an unusual contract
the Coca-Cola Company signed. First, we demonstrate that an
installed base of vending machines with nickel-onlv capability, and
the evolution of the technology that could accommodate multiple
type coins and changes making, imposed an important constraint on
the abihty of the Coca-Cola Company to adjust the Coke’s price.
Second, at the 3¢ price per serving, the smallast price increase
compatible with the consumer still using a single coin was a 100
percent jump to 10¢. A monetary transaction tachnology for smaller
price adjustment while keeping consumer “inconvenience costs™ low
in terms of the number of coins needed for purchasing a bottle of
Coca-Cola. was not available.

Posted by Marc Abrahams on Saturday, April 28th, 2012 at 12:02
am under Arts and science, News about research.
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