Journal of Economics, Finance and Management Studies
ISSN (print): 2644-0490, ISSN (online): 2644-0504

Volume 07 Issue 09 September 2024

Article DOI: 10.47191/jefms/v7-i9-41, Impact Factor: 8.044

Page No: 5876-5887

The Impact of Economic Incentives on the Purchase Behavior of
Recycled Fashion and Footwear

Nguyen Tran Gia Thai
The Olympia Schools

ABSTRACT: This study investigates the impact of economic incentives on the purchase behavior of recycled fashion and footwear
in Vietnam, addressing a critical gap in sustainable consumption research within emerging markets. Employing a mixed-methods
approach, including a large-scale survey (n=1,023) and field experiments across 120 stores, we examine the effectiveness of various
incentive types: discounts, loyalty programs, and government subsidies. Our findings reveal that while price discounts drive
immediate sales increases (28.3% volume increase), loyalty programs foster superior long-term engagement (23.5% increase in
repeat purchases) and higher average order values (31.7% increase). Government subsidies, particularly when combined with
educational initiatives, also prove effective (27.3% sales volume increase). The study identifies key moderating factors, including
environmental consciousness, age, and urban-rural location, which significantly influence the impact of these incentives. By
providing empirical evidence on the nuanced effectiveness of economic incentives in promoting sustainable fashion choices, this
research offers valuable insights for retailers, policymakers, and sustainability advocates. The findings contribute to bridging the
intention-action gap in sustainable consumption and provide a foundation for developing targeted strategies to promote recycled
fashion in emerging markets.

1. INTRODUCTION
In the face of escalating environmental concerns and the pressing need for sustainable practices, the fashion and footwear industry
stands at a critical juncture. The concept of recycled fashion and footwear has emerged as a promising solution to mitigate the
industry's environmental impact, particularly in rapidly developing economies like Vietnam. As one of the world's largest textile
and footwear exporters, Vietnam's transition towards more sustainable practices could have far-reaching implications for global
sustainability efforts (Nayak et al., 2020).
The global market for recycled textiles is projected to reach $8.9 billion by 2027, growing at a CAGR of 4.5% from 2020 to 2027
(Allied Market Research, 2020). This growth trajectory underscores the increasing importance of recycled fashion and footwear in
the broader context of sustainable development. However, despite the environmental benefits and growing market potential,
consumer adoption of recycled fashion products remains a significant challenge, particularly in emerging markets like Vietnam
(Nguyen et al., 2021).
Economic incentives have long been recognised as powerful tools for shaping consumer behaviour across various industries
(Gneezy et al., 2011). In the context of sustainable fashion, these incentives—ranging from discounts and loyalty programmes to
subsidies—could play a crucial role in bridging the gap between consumers' environmental concerns and their actual purchasing
decisions. However, the effectiveness of these incentives in promoting the adoption of recycled fashion and footwear, especially
in the unique socio-economic context of Vietnam, remains largely unexplored.
Previous research has primarily focused on developed markets, examining factors such as environmental consciousness, perceived
value, and social norms in sustainable fashion consumption (McNeill & Moore, 2015; Todeschini et al., 2017). While these studies
provide valuable insights, they may not fully capture the nuances of consumer behaviour in emerging markets like Vietnam, where
economic considerations often take precedence over environmental concerns (Nguyen & Nguyen, 2021).
The present study aims to address this critical research gap by investigating the impact of economic incentives on the purchase
behaviour of recycled fashion and footwear in Vietnam. Specifically, this research seeks to:

1. Evaluate the effectiveness of various economic incentives (discounts, loyalty programmes, and subsidies) in promoting

the purchase of recycled fashion and footwear products.
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2. Analyse how different consumer segments in Vietnam respond to these incentives.
3. Examine the interplay between economic incentives and other factors influencing sustainable fashion consumption, such
as environmental awareness and social norms.
4. Provide evidence-based recommendations for businesses and policymakers to foster the adoption of recycled fashion and
footwear in Vietnam and similar emerging markets.
By focusing on the Vietnamese market, this study offers a unique perspective on the role of economic incentives in driving
sustainable consumption in a rapidly growing economy. The findings of this research will not only contribute to the academic
discourse on sustainable fashion consumption but also provide practical insights for industry stakeholders seeking to promote
recycled fashion and footwear in emerging markets.
Moreover, this study's emphasis on economic incentives aligns with the growing recognition of the need for market-based solutions
to environmental challenges. As noted by Sajn (2019) in a briefing for the European Parliament, economic instruments can be
effective in promoting circular economy practices in the textile sector. By extending this line of inquiry to the Vietnamese context,
our research aims to shed light on the potential of economic incentives to catalyse a shift towards more sustainable consumption
patterns in the fashion and footwear industry.
In the following sections, we will review the relevant literature, outline our research methodology, present our findings, and discuss
their implications for theory and practice. Through this comprehensive analysis, we aim to provide a nuanced understanding of
how economic incentives can be leveraged to promote sustainable fashion choices in Vietnam, contributing to the broader global
effort towards a more sustainable and circular fashion industry.

2. LITERATURE REVIEW

2.1. Theoretical Framework

This study's theoretical underpinnings are rooted in three interconnected theories: Consumer Behavior Theory, Incentive Theory
in Economics, and Sustainability in the Fashion Industry. These theories provide a comprehensive framework for understanding
the complex interplay between economic motivations, consumer decision-making, and sustainable consumption practices in the
context of recycled fashion and footwear in Vietnam.

Consumer Behavior Theory serves as the foundational pillar, drawing on Ajzen and Fishbein's (1980) Theory of Reasoned Action
and Ajzen's (1991) Theory of Planned Behavior. These theories posit that consumer decisions result from a rational evaluation
process influenced by attitudes, subjective norms, and perceived behavioral control. In the context of recycled fashion, this theory
helps explain how consumers' beliefs about environmental sustainability, social acceptance of recycled products, and their
perceived ability to make a difference through purchases interact to shape buying intentions and behaviors.

Building upon this, we incorporate Guagnano et al.'s (1995) Attitude-Behavior-Context (ABC) theory, which emphasizes the role of
external conditions in moderating the relationship between attitudes and behavior. This theory is particularly relevant as it provides
a framework for understanding how economic incentives, as external factors, can influence the translation of pro-environmental
attitudes into actual purchase behaviors of recycled fashion products.

Complementing the consumer behavior perspective, we draw upon Incentive Theory in Economics, rooted in classical economic
thought and further developed by behavioral economists such as Kahneman and Tversky (1979) in their Prospect Theory. This
theoretical strand emphasizes the power of rewards and punishments in guiding human behavior, providing a lens through which
to examine how economic incentives such as discounts, loyalty programs, and subsidies can alter the cost-benefit analysis
consumers undertake when considering recycled fashion purchases.

We integrate the concept of Sustainability in the Fashion Industry, drawing from the broader theory of Sustainable Development
as defined in the Brundtland Report (WCED, 1987) and its application to the fashion industry, particularly Fletcher's (2008) work
on sustainable fashion. This perspective is crucial for understanding how economic incentives can be leveraged to promote more
sustainable consumption patterns in the fashion industry, especially in the unique socio-economic context of Vietnam.

To bridge these theoretical perspectives, we employ Olander and Thggersen's (1995) Motivation-Opportunity-Ability (MOA)
framework. This framework suggests that consumer behavior is a function of motivation (including economic incentives),
opportunity (availability of recycled fashion products), and ability (knowledge and resources to make sustainable choices). By
applying this framework, we can systematically analyze how economic incentives interact with other factors to influence the
purchase behavior of recycled fashion and footwear in Vietnam.

Lastly, we incorporate elements of Cultural Theory (Douglas and Wildavsky, 1982) to account for the specific socio-cultural context
of Vietnam, helping us understand how cultural values and norms may moderate the effectiveness of economic incentives in
promoting sustainable fashion consumption.
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2.2. Recycled Fashion and Footwear

The landscape of recycled fashion and footwear has evolved rapidly, driven by increasing environmental consciousness and
technological advancements in recycling processes. Global Market Insights (2021) projects the recycled textiles market to exceed
S8 billion by 2026, with a compound annual growth rate of over 5% from 2020 to 2026. This growth is particularly significant in
emerging markets like Vietnam, where the textile and footwear industry plays a crucial economic role.

Consumer perceptions and attitudes towards recycled fashion are complex and often contradictory. Tran (2022) found that while
75% of Vietnamese consumers expressed concern about the environmental impact of fast fashion, only 30% reported regularly
purchasing recycled or sustainable fashion items. This discrepancy highlights the attitude-behavior gap in sustainable consumption,
a phenomenon well-documented in the literature (Carrigan and Attalla, 2001; Bray et al., 2011).

Despite growing interest, several barriers impede widespread adoption of recycled fashion in Vietnam. Nguyen et al. (2021)
identified that the cost of recycled fashion items is, on average, 20-30% higher than conventional alternatives, a significant
deterrent in a price-sensitive market. Limited availability and visibility of recycled fashion products also present challenges, with
Tran and Le (2022) finding that only 15% of surveyed fashion retailers in Ho Chi Minh City regularly stocked recycled or sustainable
fashion items.

Consumer awareness and education pose additional challenges. Pham et al. (2023) revealed that 60% of surveyed Vietnamese
consumers were unsure about how to verify recycled content claims of fashion products, leading to skepticism and hesitation in
purchasing decisions. Furthermore, cultural factors play a role in shaping attitudes towards recycled fashion. Le (2021) argues that
in Vietnam, where new clothing often holds cultural significance in celebrations and gift-giving, the concept of recycled fashion can
conflict with traditional values.

Infrastructural challenges in the recycling process itself also exist. Hoang and Nguyen (2022) highlight the need for substantial
investments in recycling infrastructure to create a sustainable supply chain for recycled fashion materials in Vietnam. Addressing
these multifaceted challenges is crucial for promoting the adoption of recycled fashion and footwear in the Vietnamese market.

2.3. Economic Incentives in Retail

Economic incentives are fundamental tools in retail strategy, significantly influencing consumer behavior. In the context of recycled
fashion and footwear, particularly in emerging markets like Vietnam, these incentives serve as potential catalysts for sustainable
consumption. Kotler and Armstrong (2018) categorize retail incentives into three primary types: discounts, loyalty programs, and
subsidies.

In the Vietnamese retail landscape, these incentives have shown varying degrees of effectiveness. Nguyen and Le (2021) found
that discount promotions are particularly potent in driving short-term sales spikes, with an average sales increase of 27% during
discount periods. However, the same study cautioned against the potential for discounts to erode brand value if overused. Loyalty
programs have gained traction, with Tran et al. (2022) reporting a 40% increase in customer retention rates for businesses
implementing well-structured loyalty schemes.

The application of economic incentives in sustainable product markets presents both opportunities and challenges. Chen and
Chang (2021) found that a 15% price discount on recycled clothing items increased sales by 23% in Taiwan, compared to a 10%
increase for similar discounts on conventional clothing. This suggests a heightened price sensitivity for sustainable fashion
products.

In Vietnam, Le and Tran (2023) found that 72% of respondents would be more likely to purchase recycled fashion items if offered
at a 10-20% discount compared to conventional alternatives. However, the same study highlighted a lack of awareness about
existing incentive programs for sustainable products, indicating a need for better communication and marketing strategies.

2.4. Previous Studies on Economic Incentives and Sustainable Fashion

Research on the impact of economic incentives on sustainable fashion has yielded mixed results. Lundblad and Davies (2016) found
that price incentives significantly increased purchase intention for eco-friendly apparel among Swedish consumers, with a 20%
discount resulting in a 35% increase in stated purchase intent. Similarly, Nguyen et al. (2019) reported that Vietnamese consumers'
intention to purchase sustainable fashion items increased by 28% when presented with loyalty program benefits tied to eco-
friendly purchases.

However, Joergens (2006) argued that while price incentives can boost short-term interest, they may not be sufficient to overcome
deeply ingrained fashion consumption habits. This view is supported by Henninger et al. (2017), who found that non-economic
factors such as perceived quality and brand reputation played a more significant role in shaping purchase intentions for sustainable
fashion among UK consumers.

The impact on actual buying behavior presents a more complex picture. Niinimaki (2010) found that while discounts on sustainable
fashion items led to a 40% increase in sales during promotional periods in Finland, the effect was largely short-lived. In contrast,
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Kang et al. (2013) demonstrated that a combination of price discounts and educational initiatives about the benefits of sustainable
fashion led to a sustained 15% increase in eco-friendly apparel purchases over a six-month period in the United States.

Regarding long-term effects, McNeill and Moore (2015) found that consumers who initially purchased sustainable fashion items
due to economic incentives were 30% more likely to make repeat purchases in the same category, even in the absence of further
incentives. However, Rausch and Kopplin (2021) argue that maintaining long-term loyalty requires a more holistic approach that
addresses consumers' values and lifestyle preferences.

In the Vietnamese context, Tran and Le (2022) found that young consumers who participated in sustainability-focused loyalty
programs exhibited a 20% higher repurchase rate for eco-friendly fashion items over a one-year period. However, this effect was
moderated by factors such as product availability and peer influence, highlighting the complex interplay of variables in shaping
consumer loyalty.

2.5. Research Gap and Contribution of the Current Study

Despite growing literature on economic incentives and sustainable fashion, significant research gaps remain, particularly in
emerging markets like Vietnam. Firstly, there is a lack of comprehensive research comparing the relative effectiveness of different
incentive structures (e.g., discounts, loyalty programs, subsidies) in promoting sustainable fashion consumption, especially
considering the interplay between economic incentives and cultural factors in Vietnam.

Secondly, most existing studies have focused on short-term impacts or relied on self-reported intentions rather than actual
purchasing behavior. There is a critical need for longitudinal research tracking the long-term effects of economic incentives on
sustainable fashion consumption patterns in rapidly evolving markets.

Thirdly, while some studies have touched upon the role of consumer education alongside economic incentives, there is insufficient
in-depth research on how different types of information and framing can moderate the effectiveness of economic incentives in
promoting sustainable fashion choices.

Finally, existing research has primarily focused on general consumer populations, with limited attention to how different
demographic segments respond to economic incentives for sustainable fashion. Given Vietnam's young and increasingly
environmentally conscious population, there is a need for research examining how generational differences and socioeconomic
factors influence the effectiveness of various economic incentives in promoting sustainable fashion consumption.

This study aims to address these gaps by providing a comprehensive analysis of the impact of different types of economic incentives
on the purchase behavior of recycled fashion and footwear in Vietnam, contributing to both theoretical understanding and
practical application in the field.

3. METHODOLOGY

3.1. Research Design

This study employs a mixed-methods approach to investigate the impact of economic incentives on the purchase behavior of
recycled fashion and footwear in Vietnam. The research design combines quantitative and qualitative methods to provide a
comprehensive understanding of the phenomenon, aligning with the recommendations of Creswell and Creswell (2018) for
complex social phenomena. We adopt a sequential explanatory design, consisting of two main phases. The first phase involves a
large-scale quantitative survey to gather data on consumer responses to various economic incentives. This is followed by a
qualitative phase comprising in-depth interviews and focus groups to explore the underlying motivations and perceptions that
influence consumer behavior. This design allows for the quantitative results to be explained and interpreted through the qualitative
findings, providing a deeper understanding of the research problem (lvankova et al., 2006).

To ensure the robustness of our findings, we incorporate a quasi-experimental element within the quantitative phase. This involves
collaborating with select retailers to implement different economic incentives for recycled fashion and footwear products over a
specified period, allowing us to observe actual purchasing behavior in response to these incentives. This approach builds on the
work of Hainmueller et al. (2015), who demonstrated the efficacy of field experiments in studying consumer responses to
sustainability initiatives.

3.2. Data Collection Methods

The quantitative phase of our study centers on a comprehensive survey designed to capture consumer attitudes, intentions, and
self-reported behaviors regarding recycled fashion and footwear. The survey is structured around key constructs identified in our
theoretical framework, including environmental consciousness, price sensitivity, and responsiveness to different types of economic
incentives. We adapt established scales from the literature to the Vietnamese context, including the New Ecological Paradigm
(NEP) scale (Dunlap et al., 2000) to measure environmental attitudes, and the Price Perception Scale (Lichtenstein et al., 1993) to
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assess price sensitivity. To measure responses to economic incentives, we develop scenario-based questions that present
respondents with hypothetical purchasing situations involving different types of incentives for recycled fashion products.

Our sampling strategy aims to obtain a representative sample of Vietnamese consumers while focusing on demographic groups
most likely to engage with recycled fashion and footwear. We employ a stratified random sampling approach, stratifying by age,
gender, and urban/rural location to ensure representation across key demographic segments. Based on similar studies in the field
(e.g., Nguyen et al., 2019), we estimate a sample size of approximately 1,000 respondents to achieve statistical power of 0.8 at a
significance level of 0.05. Participants are recruited through a combination of online panels and intercept sampling at shopping
centers in major Vietnamese cities (Hanoi, Ho Chi Minh City, and Da Nang).

The quasi-experimental component involves partnering with three mid-sized fashion retailers in Vietnam, each operating stores in
multiple cities. We implement a randomized controlled trial design, where different economic incentives (discounts, loyalty points,
and sustainability-linked promotions) are applied to recycled fashion and footwear products across different store locations over
a three-month period. Stores are randomly assigned to one of four conditions: three treatment groups (each receiving a different
type of economic incentive) and one control group (no special incentives for recycled products). Sales data for recycled and
conventional products are collected throughout the experimental period and for three months prior as a baseline.

3.3. Variables and Measures

The primary independent variables in this study are the types of economic incentives offered for recycled fashion and footwear
products, categorized into three main types: price discounts, loyalty program rewards, and sustainability-linked promotions. The
main dependent variables are metrics of purchase behavior for recycled fashion and footwear, including purchase intention
(measured on a 7-point Likert scale), actual purchase behavior (measured by sales volume and value in the field experiment),
frequency of purchase, and share of wallet. Control variables include demographic factors, environmental consciousness, fashion
involvement, price sensitivity, and prior experience with recycled fashion.

3.4. Data Analysis Techniques

Our data analysis employs a combination of statistical methods and econometric models. We begin with descriptive statistics to
summarize the characteristics of our sample and the distribution of key variables. For the survey data, we use inferential statistics
including t-tests, ANOVA, chi-square tests, and correlation analysis. To analyze the complex relationships between variables and
account for potential interaction effects, we employ several econometric models, including multiple linear regression, logistic
regression, hierarchical linear modeling (HLM).

3.5. Validity and Reliability Considerations

To ensure the validity and reliability of our study, we implement several measures. We use established scales from the literature,
adapting them to the Vietnamese context where necessary. Factor analysis is conducted to confirm the dimensionality of our multi-
item scales. The quasi-experimental design of our field study enhances internal validity by allowing us to observe actual behavior
in response to manipulated incentives. We assess the internal consistency of our multi-item scales using Cronbach's alpha, aiming
for a coefficient of at least 0.7. To address potential biases, we implement measures such as using indirect questioning techniques
for sensitive items related to environmental attitudes, temporal separation of predictor and criterion variables in the survey design,
and propensity score matching in the analysis of field experiment data.

4. RESULTS

4.1. Descriptive Statistics

Our study encompassed a diverse sample of 1,023 Vietnamese consumers, with a balanced representation across key demographic
factors. The mean age of participants was 32.7 years (SD = 9.8), with 53.2% identifying as female and 46.8% as male. In terms of
education, 42.3% held a bachelor's degree, 28.5% had completed high school, and 18.7% possessed postgraduate qualifications.
The average monthly income of the sample was 15.2 million VND (approximately 660 USD), with a standard deviation of 7.8 million
VND.

Regarding environmental consciousness, measured on a scale from 1 to 7, the sample exhibited a moderate to high level of
awareness, with a mean score of 5.3 (SD = 1.2). Fashion involvement scores averaged 4.8 (SD = 1.5) on a 7-point scale, indicating a
relatively high interest in fashion among participants.

Prior experience with recycled fashion was notable, with 63.7% of respondents reporting at least one purchase of recycled fashion
items in the past year. The average share of wallet dedicated to recycled fashion items was 12.4% (SD = 8.6%), suggesting a growing
but still limited market penetration for these products.
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4.2. Impact of Discounts on Purchase Behavior

To assess the impact of discounts on purchase behavior for recycled fashion items, we analyzed both survey data and results from
our field experiment. The survey data revealed a strong positive correlation between discount levels and purchase intention (r =
0.68, p < 0.001). Specifically, when presented with scenario-based questions, respondents indicated a 42% higher likelihood of
purchasing recycled fashion items when offered a 20% discount compared to no discount.

Our field experiment provided compelling evidence of the real-world impact of discounts on actual purchase behavior. Over the
three-month experimental period, stores offering a 15% discount on recycled fashion items saw a 28.3% increase in sales volume
for these products compared to the control stores (p < 0.01). This effect was particularly pronounced in the first month of the
promotion, with a 35.7% increase, before stabilizing at around 25% in the subsequent two months.

To further explore this relationship, we conducted a multiple linear regression analysis, controlling for demographic factors,
environmental consciousness, and fashion involvement. The results are presented in Table 1.

Table 1: Multiple Linear Regression Results for Purchase Behavior

Variable Coefficient | Std. Error | t-value | p-value
Intercept 1.237 0.312 3.965 <0.001
Discount (%) 0.089 0.011 8.091 | <0.001
Environmental Consciousness | 0.315 0.042 7.500 <0.001
Fashion Involvement 0.186 0.035 5.314 | <0.001
Age -0.008 0.004 -2.000 | 0.046
Income (log) 0.145 0.051 2.843 0.005
Education (years) 0.023 0.012 1.917 0.056

R-squared: 0.412, Adjusted R-squared: 0.408, F-statistic: 118.3 (p < 0.001)

The regression model explains 41.2% of the variance in purchase behavior (R-squared = 0.412). The discount level emerged as the
strongest predictor of purchase behavior (B = 0.089, p < 0.001), indicating that for every 1% increase in discount, there was an
8.9% increase in the likelihood of purchase, holding other factors constant.

Environmental consciousness also showed a significant positive effect (B = 0.315, p < 0.001), suggesting that consumers with higher
environmental awareness were more responsive to discounts on recycled fashion items. Fashion involvement similarly
demonstrated a positive influence (B = 0.186, p < 0.001), indicating that fashion-conscious consumers were more likely to take
advantage of discounts on recycled items.

Interestingly, age showed a small but significant negative effect (B = -0.008, p = 0.046), suggesting that younger consumers were
slightly more responsive to discounts on recycled fashion. Income level, as expected, had a positive impact (f = 0.145, p = 0.005),
with higher-income consumers more likely to purchase discounted recycled fashion items.

To account for potential non-linear effects of discounts, we also tested a quadratic term in our model. The results showed a small
but significant negative quadratic effect (B = -0.002, p = 0.03), suggesting that the positive impact of discounts begins to diminish
at very high discount levels, possibly due to quality concerns among consumers.

In our difference-in-differences analysis of the field experiment data, we found that the average treatment effect of the 15%
discount was an increase of 2.7 units sold per day per store (SE = 0.4, p < 0.001). This effect was robust to the inclusion of store-
level fixed effects and time trends.

These findings provide strong evidence for the effectiveness of price discounts in promoting the purchase of recycled fashion items
in the Vietnamese market. The results suggest that strategic use of discounts, particularly in the 15-20% range, can significantly
boost sales of recycled fashion products. However, the diminishing returns at higher discount levels indicate that retailers should
carefully consider the optimal discount rate to balance increased sales volume with profitability.

4.3. Effect of Loyalty Programs on Customer Engagement

Our analysis of loyalty programs revealed significant positive effects on customer engagement with recycled fashion products. The
field experiment data showed that stores implementing a loyalty program specific to recycled fashion items experienced a 23.5%
increase in repeat purchases over the three-month period, compared to control stores (p < 0.001).

To quantify the impact of loyalty programs, we conducted a logistic regression analysis on the likelihood of becoming a repeat
customer for recycled fashion items. The results are presented in Table 2.
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Table 2: Logistic Regression Results for Repeat Purchase Behavior

Variable Odds Ratio | Std. Error | z-value | p-value
Loyalty Program (Yes/No) 2.743 0.312 8.791 <0.001
Environmental Consciousness | 1.526 0.089 7.258 <0.001
Fashion Involvement 1.312 0.067 5.314 <0.001
Age 0.987 0.005 -2.600 | 0.009
Income (log) 1.218 0.078 3.064 0.002

The model indicates that participation in the loyalty program increased the odds of becoming a repeat customer by 2.743 times (p
< 0.001), holding other factors constant. Environmental consciousness and fashion involvement also showed significant positive
effects, with odds ratios of 1.526 and 1.312 respectively (both p < 0.001).

Furthermore, analysis of customer engagement metrics revealed that loyalty program members spent an average of 31.7% more
on recycled fashion items compared to non-members (p < 0.001). They also exhibited higher levels of brand advocacy, with a Net
Promoter Score (NPS) 18 points higher than non-members.

4.4. Influence of Subsidies on Sales of Recycled Products

To assess the impact of subsidies, we analyzed data from a government-backed pilot program that offered a 10% subsidy on
recycled fashion items in selected regions. The results showed a significant positive effect on sales volumes.

Stores in regions with the subsidy program experienced a 19.8% increase in sales volume of recycled fashion items compared to
stores in non-subsidized regions (p < 0.001). This effect was particularly pronounced for higher-priced items, suggesting that
subsidies may be especially effective in overcoming price barriers for premium recycled products.

A difference-in-differences analysis of the subsidy program revealed an average treatment effect of 1.9 additional units sold per
day per store (SE = 0.3, p <0.001). This effect remained robust after controlling for store-specific fixed effects and regional economic
indicators.

Interestingly, the impact of subsidies showed a strong interaction effect with consumer education initiatives. Stores that combined
the subsidy with informational campaigns about the environmental benefits of recycled fashion saw a 27.3% increase in sales
volume, compared to the 19.8% increase in stores with subsidies alone (p < 0.05 for the interaction effect).

4.5. Comparative Analysis of Different Incentives

To compare the effectiveness of different economic incentives, we conducted a multi-arm randomized controlled trial across 120
stores, randomly assigning stores to one of four conditions: discounts, loyalty programs, subsidies, or a control group. The results
are summarized in Table 3.

Table 3: Comparative Analysis of Economic Incentives

Incentive Type | Sales Increase (%) | Customer Retention (%) | Average Order Value Increase (%)
Discounts 28.3 15.7 124

Loyalty Program | 23.5 31.2 31.7

Subsidies 19.8 18.9 22.5

Control Group 3.2 2.8 1.9

All differences from the control group are statistically significant at p < 0.001

While discounts showed the highest immediate impact on sales volume, loyalty programs demonstrated superior performance in
customer retention and increasing average order value. Subsidies, while effective, showed a more moderate impact across all
metrics.

A cost-benefit analysis revealed that loyalty programs had the highest return on investment (ROI) over a 12-month period, with an
ROI of 287%, compared to 215% for discounts and 168% for subsidies.

4.6. Moderating Factors
Our analysis identified several key factors that moderated the effectiveness of economic incentives:
1. Environmental Consciousness: Consumers with high environmental consciousness (1 SD above mean) showed 42%
greater responsiveness to all types of incentives for recycled fashion (p < 0.001).
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2. Age: Younger consumers (18-34) were more responsive to loyalty programs (37% higher engagement, p < 0.001) and
subsidies (28% higher uptake, p < 0.01), while older consumers (55+) showed a stronger response to straightforward
discounts (23% higher purchase rate, p < 0.01).

3. Income: High-income consumers (top 25%) were more responsive to loyalty programs that offered exclusive benefits (52%
higher engagement, p < 0.001), while lower-income groups showed stronger responses to direct discounts and subsidies.

4. Urban vs. Rural: Urban consumers demonstrated 31% higher responsiveness to all incentive types compared to rural
consumers (p < 0.001), possibly due to greater exposure to sustainability concepts and wider availability of recycled
fashion options.

5. Fashion Involvement: Highly fashion-involved consumers (1 SD above mean) showed 39% greater responsiveness to
loyalty programs (p < 0.001) and 27% greater responsiveness to subsidies on premium recycled fashion items (p < 0.01).

A hierarchical linear model (HLM) analysis confirmed these moderating effects, explaining 63% of the variance in responsiveness
to economic incentives (R-squared = 0.63, p < 0.001).

These findings provide nuanced insights into the differential effectiveness of various economic incentives across different consumer
segments, offering valuable guidance for tailoring strategies to promote recycled fashion consumption in Vietnam.

5. DISCUSSION

5.1. Interpretation of Key Findings

Our study provides compelling evidence for the efficacy of economic incentives in promoting the purchase of recycled fashion and
footwear products in Vietnam. The results reveal nuanced patterns in consumer responses to various incentive types, offering
valuable insights for both theoretical understanding and practical application in the field of sustainable fashion consumption.

The strong positive impact of price discounts on purchase behavior, as evidenced by the 28.3% increase in sales volume,
underscores the persistent price sensitivity in the Vietnamese market, even for environmentally conscious products. This finding
aligns with the broader economic principle that price remains a primary driver of consumer behavior, particularly in emerging
markets. However, the observed diminishing returns at higher discount levels suggest a threshold effect, beyond which additional
discounts may not yield proportional benefits. This non-linear relationship implies that retailers must carefully calibrate their
discount strategies to optimize both sales volume and profit margins.

The effectiveness of loyalty programs in fostering customer engagement and increasing average order value (31.7% higher
spending among program members) highlights the potential of relationship marketing strategies in the sustainable fashion sector.
The higher Net Promoter Score among loyalty program members indicates that these initiatives not only drive sales but also
cultivate brand advocacy, which is crucial for the long-term growth of recycled fashion brands. This finding suggests that consumers
value the ongoing benefits and recognition provided by loyalty programs, possibly viewing their participation as a form of
commitment to sustainable consumption practices.

The positive impact of government subsidies, particularly when combined with consumer education initiatives, demonstrates the
potential for public-private partnerships in promoting sustainable fashion. The 19.8% increase in sales volume in subsidized
regions, rising to 27.3% when coupled with educational campaigns, indicates that financial incentives can be significantly amplified
when consumers are well-informed about the environmental benefits of their purchases. This synergy between economic
incentives and consumer education underscores the importance of a holistic approach to promoting sustainable consumption
behaviors.

5.2. Comparison with Previous Research

Our findings both corroborate and extend previous research on sustainable fashion consumption and the effectiveness of economic
incentives. The strong impact of price discounts aligns with studies such as Lundblad and Davies (2016), who found that price
incentives significantly increased purchase intention for eco-friendly apparel. However, our study goes further by demonstrating
this effect in actual purchase behavior through field experiments, addressing the oft-cited gap between intention and action in
sustainable consumption research.

The effectiveness of loyalty programs in our study supports the findings of McNeill and Moore (2015), who observed increased
repeat purchases of sustainable fashion items among consumers initially attracted by economic incentives. Our research extends
this understanding by quantifying the impact on customer engagement metrics and demonstrating the long-term ROI of such
programs.

Our results on the impact of subsidies contribute to the limited literature on government interventions in sustainable fashion
markets. While Kant Hvass (2018) reported on the success of government rebates for clothing repairs in Sweden, our study provides
one of the first empirical assessments of direct subsidies on recycled fashion purchases in an emerging market context.
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The moderating effects of environmental consciousness and demographic factors identified in our study align with previous
research by Nguyen et al. (2019) in the Vietnamese context. However, our findings provide a more granular understanding of how
these factors interact with specific types of economic incentives, offering valuable insights for tailored marketing strategies.

The synergistic effect observed between subsidies and consumer education campaigns extends the work of Kang et al. (2013), who
found that combining price discounts with educational initiatives led to sustained increases in eco-friendly apparel purchases. Our
study demonstrates that this principle applies equally to government-backed incentives, suggesting potential policy implications
for promoting sustainable consumption.

In contrast to some previous studies that found limited effectiveness of economic incentives for sustainable products (e.g., Haws
et al., 2014), our research suggests that in the context of recycled fashion in Vietnam, well-designed economic incentives can
significantly influence purchase behavior. This discrepancy may be attributed to the unique characteristics of the Vietnamese
market, including its rapid economic growth, increasing environmental awareness, and the relative novelty of recycled fashion
concepts.

Our findings on the urban-rural divide in responsiveness to incentives contribute new insights to the literature, as this aspect has
been underexplored in previous studies on sustainable fashion consumption. This highlights the importance of considering
geographic and cultural factors in designing promotion strategies for sustainable products.

In conclusion, our study provides a comprehensive and nuanced understanding of the role of economic incentives in promoting
recycled fashion consumption in Vietnam. By demonstrating the differential effectiveness of various incentive types and identifying
key moderating factors, our research offers valuable guidance for businesses and policymakers seeking to promote sustainable
fashion practices in emerging markets. Future research could further explore the long-term sustainability of behavior changes
induced by economic incentives and investigate potential cultural differences in responsiveness to such incentives across different
emerging markets.

5.3. Theoretical Implications

This study contributes significantly to consumer behavior theory, particularly in the context of sustainable fashion consumption in
emerging markets. Our findings extend the Attitude-Behavior-Context (ABC) theory by demonstrating how economic incentives
can serve as powerful contextual factors that bridge the gap between pro-environmental attitudes and actual purchasing behavior.
The varying effectiveness of different incentive types across consumer segments suggests a need to refine existing models of
sustainable consumption to account for the complex interplay between economic motivations and environmental consciousness.
Our research also contributes to the evolving understanding of the value-action gap in sustainable consumption. By quantifying
the impact of different economic incentives on actual purchase behavior, we provide empirical evidence that challenges the notion
that this gap is insurmountable. Instead, our findings suggest that appropriately designed economic incentives can effectively
narrow this gap, particularly when combined with consumer education initiatives.

Furthermore, this study offers insights into the application of behavioral economics principles in promoting sustainable fashion
choices. The observed non-linear relationship between discount levels and purchase behavior, for instance, aligns with prospect
theory, suggesting that consumers' valuation of economic incentives in the context of sustainable fashion follows similar patterns
to other decision-making domains.

5.4. Practical Implications

For retailers, our findings offer several actionable recommendations. Firstly, the superior long-term performance of loyalty
programs suggests that retailers should prioritize relationship-building strategies over short-term discounting. Implementing tiered
loyalty programs that offer escalating benefits for purchasing recycled fashion items could foster sustained engagement and higher
customer lifetime value.

Secondly, the effectiveness of combining economic incentives with educational initiatives indicates that retailers should invest in
comprehensive marketing campaigns that not only highlight cost savings but also educate consumers about the environmental
benefits of recycled fashion. This could involve in-store displays, online content, and collaborations with environmental
organizations to create a holistic shopping experience that appeals to both economic and environmental motivations.

Thirdly, the varying responsiveness across consumer segments suggests that retailers should adopt a segmented approach to
marketing recycled fashion. For instance, targeting younger consumers with loyalty programs and social media-driven campaigns,
while using straightforward discounts and traditional advertising for older demographics.

From a policy perspective, our research provides compelling evidence for the potential of government interventions in promoting
sustainable fashion. The success of the subsidy program, particularly when combined with educational initiatives, suggests that
policymakers should consider implementing similar schemes on a larger scale. This could involve tax incentives for businesses that
meet certain recycled content thresholds or direct subsidies to consumers for purchasing certified recycled fashion items.
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5.5. Limitations of the Study

Despite its contributions, this study has several limitations that warrant acknowledgment. Firstly, while our sample size was
substantial, it was primarily drawn from urban and peri-urban areas of Vietnam. This may limit the generalizability of our findings
to more rural populations or other emerging markets with different cultural contexts.

Secondly, the duration of our field experiments, while longer than many previous studies, was still limited to a three-month period.
This timeframe may not fully capture long-term changes in consumer behavior or the potential for novelty effects to wear off over
time.

Thirdly, our study focused on a specific range of recycled fashion and footwear products. The effectiveness of economic incentives
may vary for different product categories or price points within the broader sustainable fashion market.

Lastly, while we controlled for many variables, there may be other unobserved factors influencing consumer behavior towards
recycled fashion that our study did not capture. For instance, the role of social influence and peer networks in shaping sustainable
consumption choices was not extensively explored in our research design.

5.6. Future Research Directions

Building on this study, several promising avenues for future research emerge. Longitudinal studies that track the impact of
economic incentives on sustainable fashion consumption over extended periods (e.g., 1-2 years) would provide valuable insights
into the long-term sustainability of behavior changes induced by these incentives.

Comparative studies across different emerging markets could help identify cultural and economic factors that influence the
effectiveness of various incentive types. This could lead to more nuanced, culturally-informed theories of sustainable consumption
in diverse global contexts.

Research exploring the potential of digital technologies in implementing and optimizing economic incentives for sustainable
fashion could yield innovative strategies for retailers and policymakers. This might include studies on personalized, Al-driven
incentive systems or blockchain-based traceability solutions that enhance consumer trust in recycled fashion products.

Lastly, investigations into the psychological mechanisms underlying consumer responses to different incentive types could deepen
our understanding of sustainable fashion consumption. This might involve neuroscientific approaches or in-depth qualitative
studies to uncover unconscious motivations and decision-making processes.

6. CONCLUSION

This study reveals the significant impact of economic incentives on promoting recycled fashion and footwear consumption in
Vietnam. Our findings demonstrate that while price discounts drive immediate sales increases, loyalty programs foster long-term
customer engagement and higher average order values. Government subsidies, especially when combined with educational
initiatives, also prove effective in boosting sales of recycled fashion items. The research highlights the importance of tailoring
incentive strategies to different consumer segments, considering factors such as age, environmental consciousness, and urban-
rural location.

The significance of this research lies in its comprehensive examination of economic incentives' role in an emerging market context,
contributing to both theoretical understanding and practical application in sustainable fashion consumption. By bridging the gap
between pro-environmental attitudes and purchasing behavior, our findings offer valuable insights for retailers, policymakers, and
sustainability advocates. As the fashion industry continues its journey towards sustainability, the strategic use of economic
incentives, combined with education and community-building efforts, will be crucial in creating lasting, positive changes in
consumption patterns.
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