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Abstract: Transparency is one of the most prominent demands of consumers today. Numerous fashion
brands are responding to this demand for transparency by sharing information on the cost-breakdown
of products and manufacturing processes. Research shows that transparency can become a vital tool
for product, process, and business model innovation. Nonetheless, little is known about the role of
transparency and how it affects consumers’ perceptions of a brand in a fashion context. By applying
the signaling theory, the purpose of this study is to investigate how consumers react to fashion brands
that provide price or production transparency. The study further examines whether the extent of
information disclosure and perceived fairness of the information also play a role. An experiment
of nine scenarios using a fictitious fashion brand was developed, and data were collected from
349 American consumers through Amazon Mechanical Turk (MTurk). The findings suggest that
both price transparency and production transparency positively affect the overall brand equity and
consumers’ purchase intentions as long as the information is perceived to be fair regardless of the
extent. This study extends our current understanding of the role of transparency as an extrinsic signal
and also suggests that brand transparency may be another key dimension of brand equity.

Keywords: transparency; price; production; supply chain; signaling theory; brand equity

1. Introduction

Transparency is the act of disclosing information to all of the organization’s stakeholders through
its reporting mechanisms [1]. This notion of transparency is one of the most prominent demands of
consumers today. A study shows that 52% of Millennials always research for background information
before purchasing, and 42% say they want to know what goes into products and how the goods are
made before they purchase them [2]. Furthermore, Millennials and Generation Z’s are known to
seek products that are sustainable and ethical, and search for sustainable products is leading them to
adopt new consumption patterns that go beyond a search for good value products [3,4]. Combined
with growing concerns about issues such as fair labor and environmental impact of consumption, the
emerging generation of consumers are increasingly expressing their desire for transparent business
practices and their willingness to support such brands [3,5].

Numerous fashion brands including Everlane, Patagonia, Oliver Cabell, and Arket are responding
to this demand for transparency by sharing information on the cost-breakdown of products and
manufacturing processes. Defying the popularity of the fast fashion business model, the online
apparel retailer Everlane has devoted its marketing efforts to offering customers a glimpse into its
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factories, giving voice to garment workers, and sharing price details of its products. Everlane has
engaged in a practice called ‘Radical Transparency’ since the launch of the company by breaking
down various components of production costs including labor, materials, transportation, and duties,
for each of their products. Everlane publishes a detailed chronicle containing graphical illustrations
from field visits, descriptions of their relationships with vendors, and key initiatives undertaken to
benefit the vendor community. By incorporating transparency as a key corporate value, the company
achieved $100 million in revenue (2016) only a few years since the launch and is now valued at over
$250 million (2019) [6].

Similarly, outerwear brand Patagonia provides transparency by publicly displaying information
about its supply chain through a practice called ‘Footprint Chronicles’. Footprint Chronicles features
videos showing each step of the supply chain including all textile mills and sewing factories. If any part
of the manufacturing process needs improvement, Patagonia acknowledges that directly in the video
and invites feedback from customers [7]. The company’s efforts for a transparent business practice
seems to have resonated with its target consumers. Patagonia, with its revenue approaching $1 billion
a year, was recognized as the UN Champion of Earth, the United Nation’s top environmental honor [8].
Moreover, such efforts toward transparency have allowed both Patagonia and Everlane to build trust
with their customers and to hold themselves accountable for their business practices [3,6]. Additionally,
according to a recent survey of executives from the apparel and footwear industries, a majority of the
companies (56 percent) acknowledged a significant return on investment of transparency efforts given
its role in improving the brand reputation and customer loyalty [9].

Research shows that for proactive companies, transparency can also become a vital tool for
the product, process, and business model innovation [10]. The issue of transparency is especially
critical for fashion brands since the fashion industry is frequently scrutinized for its unethical supply
chain [11]. A supply chain is defined as “all the activities involved in delivering a product from
raw material through to the consumer, including sourcing raw materials and parts, manufacturing
and assembly, warehousing and inventory tracking, order entry and order management, distribution
across all channels, delivery to the customer, and the information system necessary to monitor all these
activities” [12] (p. 428). Among these activities, the manufacturing or production process is often said
to be the most contentious and opaque area of the fashion supply chain as evidenced by controversies
surrounding the treatment of workers (e.g., low wage, child labor, unsafe working conditions) [13].
Another area that demands transparency in the fashion industry is pricing. While price is considered
to be the single most decisive factor when consuming fashion products, detailed pricing information
remains largely hidden from consumers [14,15]. Given the current movement towards sustainability,
transparency may become the driving force behind sustainable industry practice.

Despite such significance, little is known about the role of transparency in regard to pricing and
production and how it affects consumers’ purchase intentions and equity of a brand during apparel
purchase. While prior research has established the importance of transparency in building brand
loyalty and reputation [16,17], studies have yet to examine how consumers react to the presence
of cost-breakdown or manufacturer information in the apparel consumption context. In addition,
although previous studies on transparency focused on the effectiveness of transparency on consumers’
responses [18,19], different conditions of transparency (e.g., level of disclosure, perceived fairness
of information) that would generate an optimal consumer response have not been sufficiently
addressed yet.

To fill the identified research gap, the purpose of this study is to investigate consumers’ response
to companies that provide price or production transparency using the signaling theory. Specifically,
this study entails nine experimental scenarios, where the effects of price transparency and production
transparency are examined through a hypothetical online shopping scenario. The findings of this
research will extend our theoretical understanding of the role of transparency in marketing. Furthermore,
it will offer insights for retailers to recognize the importance of transparent business practice and
develop marketing strategies accordingly.
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2. Literature Review and Hypotheses Development

2.1. Price Transparency

Price transparency exists when a company shares information about its quoted prices with
customers in a clear and comprehensive way [20]. Such information may include price-setting,
price-changing, or cost breakdown information (e.g., designated mark-up, motive for future
price increase, direct unit cost) [21,22]. Previous studies have shown that price transparency
offers several advantages for both consumers and companies. First, price transparency helps
consumers determine price fairness of the offered product. This, in turn, aids in consumers’ purchase
decision-making process as they can use the price fairness judgment in finding the best deals in
the market and be more satisfied with their choice [22]. Studies have also demonstrated that
price transparency is one of the most salient factors affecting price satisfaction. With the presence
of price transparency, consumers’ search and evaluation costs diminish and lead to higher price
satisfaction [23,24].

For a company, being transparent about its pricing strategy builds trust among consumers. If a
company is opaque with pricing and refuses to disclose information, consumers may think that it
has something to hide [25]. The act of sharing confidential information such as a pricing strategy or
cost breakdowns signals to consumers that the company is willing to disclose intimate information
with them [17]. Hence, price transparency is known to result in higher brand loyalty and even
higher sales [17,22]. Furthermore, price transparency is shown to positively affect word-of-mouth
sharing intentions and reduce brand switching intentions [24] while strengthening the assurance and
reliability of the company [26]. Price transparency is also advantageous when a company has to
increase its price. When consumers gain knowledge about how sellers set and change prices, it helps
consumers empathize with the pricing decisions. This potentially results in consumers accepting price
increases with less negative reactions [21].

2.2. Production Transparency

There has been a growing demand for sustainable business practices across industries,
and consumers are increasingly asking for information about sustainability efforts carried out by
companies [27,28]. One way to demonstrate such sustainable business practice is to disclose information
about the supply chain system, particularly the manufacturing process of a business’ products.
Egels-Zandén et al. [18] suggest that supply chain transparency comprises disclosure of three
dimensions: (i) the names of the suppliers involved in producing the firm’s products, also referred to as
“traceability’, (ii) information about the sustainability conditions at these suppliers, and (iii) the buying
firms’ purchasing practices (i.e., providing a cost breakdown specifying the cost of the product). Ideally,
a transparent company would combine the traceability, sustainability, and purchasing dimensions and
publish the names, conditions, and purchasing practices related to each supplier [18].

Maintaining a transparent supply chain is advantageous for companies as it can build legitimacy
and strengthen reputation [16]. Similar to having transparent pricing information, Strutnin [19] argued
that a transparent supply chain helps build customer loyalty and brand image and is important for
assuring product quality and safety. Supply chain transparency also empowers stakeholders including
consumers since reducing information asymmetries allows stakeholders to hold firms accountable for
their practices [29]. Indeed, studies have shown that consumers” willingness to purchase increases
when a company discloses information on its production process [30]. Bhaduri and Ha-Brookshire [27]
asserted that consumers “feel a lot better” if the products have transparent information and business
practice and were willing to pay a higher price for such products even if they have to compromise on
product quality. Their study was conducted in the apparel industry context and further discovered
that consumers considered manufacturing to be the most significant concern of the overall apparel
production process. As such, this study focuses on the manufacturing or production aspect of the overall
apparel supply chain.
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2.3. Signaling Theory

Signaling theory is based upon the situation of information asymmetry between two parties,
a person who sends a signal and one who receives a signal [31]. A signal serves as a cue a person
can use to assess an object under the condition of information asymmetries [31,32]. In marketing
interaction, signaling theory has been often applied to understand how a buyer and seller deal with
information in pre-purchase situations [33]. When buyers do not have sufficient information about
product quality prior to purchase, sellers with high-quality products may desire to send a signal about
their products through advertising [31]. The signal serves as a cue that a seller can use “to convey
information credibly about unobservable product quality to the buyer” [34], p. 259. The buyer then
uses the signal to judge the products.

Signals in interaction can be categorized into two types: intrinsic and extrinsic cues. Intrinsic
cues are inherent attributes of a product that can change fundamental product attributes if altered [35].
Extrinsic cues are product-related characteristics, which are “not inherent to the product being
evaluated” [33], p. 375. Thus, changes to the extrinsic attributes do not influence the fundamental
nature of the product [35]. Examples of extrinsic cues include brand name [36], retailer reputation [37,38]
price and physical appearance [38], country of origin, store name [39,40], and store environments [41].
While both intrinsic and extrinsic cues are used by consumers to evaluate an object, extrinsic cues may
be more influential in certain contexts. When consumers have limited time [42] or have a lower need
for cognition [43], they tend to rely on extrinsic signals. This is given that extrinsic cues are easier to
access and understand than intrinsic cues when consumers have lower involvement or interest to
explore the product [38,42].

Signaling theory in branding literature indicates that it is the firm’s marketing mix that shapes
a brand signal [44]. In other words, the marketing strategies embedded in a brand serve as an
extrinsic cue, signaling product quality information to consumers. As discussed above, consumers tend
to have positive perceptions toward companies that provide transparent information [27]. Therefore,
this study considers a firm’s pricing and production transparency as positive signals that can attract
consumers to the brand and its products.

2.4. Extent of Disclosure & Perceived Fairness

Signals are known to reduce information asymmetry between a signaler (e.g., a firm) and a receiver
(e.g., a consumer) [32]. Here, the receivers are outsiders, thus having insufficient information compared
to the insiders (i.e., signalers). However, through signaling relevant information, the discrepancy of
information between the two parties is decreased [45]. In particular, studies have demonstrated that
greater visibility of the signals increases their effectiveness [46]. This is given that a higher number of
signals (i.e., a greater amount of information sent by the firm) mitigates uncertainty and subsequently
decreases the information gap [47,48].

However, a high level of information disclosure does not always equate effectiveness. Since a
signal is often qualitative, requiring interpretations by the receiver [49], its reception may also vary.
Therefore, how consumers perceive and interpret a signal should be considered. Specifically, this study
investigates the perceived fairness of information. Perceived fairness refers to “consumers’ assessments
of whether a seller’s policy, price or service is reasonable or justifiable” [50], p. 250. Earlier research
discovered that how the price terms are “handled and explained to the consumer (i.e., pricing
procedure)” can determine consumers” perceived fairness [51], p. 50. Furthermore, a company’s
treatment of employees, such as safety procedures, working hours, and additional social benefits, can
influence consumer perceived ethicality of the firm’s business practice [52]. However, to the authors’
knowledge, there is a lack of understanding of how the extent of disclosure and consumers’ perceived
fairness, which may be critical characteristics of transparency practices, interact to influence consumers’
responses. Therefore, this study investigates whether greater transparency helps consumers form a
positive brand image and whether the perceived fairness of information affects consumers’ evaluations
of a brand.
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2.5. Brand Equity & Purchase Intention

Brand equity has been viewed from a variety of perspectives and has several definitions.
According to Aaker [53], brand equity is “a set of brand assets and liabilities linked to a brand,
its name, and symbol, that add to or subtract from the value provided by a product or service to a firm
and/or to that firm’s customers” (p. 15). He explained that brand equity is composed of dimensions
including brand loyalty, awareness, perceived quality, associations, and other proprietary brand assets
such as patents, trademarks, channel relationships, etc. [53]. Keller’s [54] consumer-based brand equity
is defined as “the differential effect of brand knowledge on consumer response to the marketing of
the brand” (p. 1). He suggested that a brand has positive brand equity when “consumers react more
favorably to an element of the marketing mix for the brand than they do to the same marketing mix
element when it is attributed to a fictitiously named or unnamed version of the product or service”
(p- 1). Simply put, brand equity is the incremental value added to the product due to the brand
name [55].

Since brand equity is a multidimensional construct, studies have shown that a number of
different brand factors (e.g., brand awareness, brand association, perceived quality) affect brand equity.
Among them, brand trust has been identified as a key factor in developing brand loyalty and
consequently affecting overall brand equity [56]. That is, consumers” expectations of the brand’s
reliability and intentions cultivate a lasting relationship between the consumer and the brand
(i.e., brand loyalty), which adds to the brand’s equity. Consequences of having strong brand equity
are found to result in increased brand preference and consumers’ purchase intentions [57] as well as
the company’s financial performance [58].

Purchase intention takes into account consumers’ interest in a product as well as the possibility of
buying a product [59]. Studies have demonstrated that purchase intention strongly relates to one’s
attitude and preference toward a brand or a product [60-62], hence it is assumed that measuring
consumers’ purchase intentions would predict their future behavior based on their attitudes [59].

2.6. Hypotheses Development

Based on the signaling theory, this study posits that the price information disclosed by a firm
can serve as a signal for consumers to judge product and company prior to purchase. Earlier studies
applied signaling theory and considered transparency as a signal for a firm in the contexts of corporate
social responsibility activities [63,64] and a firm's integrity [65,66]. Carroll and Einwiller [63] stated that
the transparency signal is an organizational effort to be transparent and is a balanced communication
of the firm’s corporate social responsibility activities. In their study, the positive signals (i.e., balanced,
clear, guided, and directed) were associated with the quality of corporate social responsibility reporting.
The transparency signal was found to enhance a firm’s integrity as perceived by consumers [65] and
internal employees [66]. Specifically, a transparency signal heightened employees’ organizational trust,
which consequently increased affective commitment to the organization [66].

Since price transparency results in increased trust and brand loyalty [22], which are fundamental
factors that form brand equity, it is expected that the presence of price transparency can influence
the overall brand equity of a company. Moreover, people may prefer to purchase products from
companies that disclose pricing information over those who do not, as transparent companies seem
more genuine, trustworthy, and reliable [25]. Since price transparency affects price satisfaction [24],
consumers are also likely to be happier with their purchase decision. Hence, it is postulated that price
transparency will affect brand equity and purchase intentions of prospective consumers. However,
consumers’ responses can vary by whether the disclosed information about the price is reasonable
or not. In particular, perceived price fairness, which is consumers’ evaluation of whether the price is
reasonable, acceptable, or justifiable [67], can influence the consumers’ responses to price transparency.
For example, a sufficient and reasonable explanation of the price, such as the level of retailer markup,
can result in a positive evaluation of the price [21]. Furthermore, when consumers are informed
about a detailed breakdown of costs, they may perceive the offer to be fairer [68]. Whereas, a lack of
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justification for the price can lead to negative consumer responses [69]. Accordingly, this study expects
that consumers’ response to price transparency may differ by the extent of disclosure and perceived
fairness of the pricing information as follows.

Hypothesis 1 (H1). If price is perceived to be fair, greater extent of price transparency will positively affect
brand equity (H1a) and consumers’ purchase intentions (H1b).

Hypothesis 2 (H2). If price is perceived to be unfair, greater extent of price transparency will negatively
affect brand equity (H2a) and consumers’ purchase intentions (H2b).

Signaling theory states that a signal is advantageous in reducing information asymmetries for
sellers with positive information about their products [70]. Accordingly, disclosing supply chain
information is known to boost brand loyalty, shape a positive brand image, and increase preference
for the brand’s products [19,30]. Similarly, individuals who perceived higher levels of disclosure had
stronger trust in the organization [66]. Such advantages will translate into added benefits that help
distinguish the brand from its counterparts. Therefore, like price transparency above, production
transparency can serve as a signal for consumers to assess a firm and its products.

However, we posit that not all disclosed information related to production will be perceived
positively and generate positive reactions of consumers. Rather, since signals can be judged subjectively
by the receivers [49], how the disclosed information is perceived and interpreted by consumers can
be important in determining consumers’ responses. Previous studies found that positive ethics of a
company strengthened consumers’ brand trust [71], brand passion and commitment [72], effect [71,73],
brand image [74], and brand equity [74]. On the other hand, negatively perceived ethics and activities
of a firm led to a lower purchase intention, corporate image, brand loyalty [75], and even poorer
company performance [76]. Therefore, if consumers interpret the production transparency as positive
and ethical, they may have a positive evaluation of the firm and its products. In this case, greater
transparency and more information (i.e., more signals) would aid in creating a positive image of a firm.
On the other hand, a negative signal of transparency (i.e., unfair production) may lead to negative
responses to the brand. Here, a greater revelation of negatively perceived information can backfire and
hurt the firm’s reputation as suggested by previous studies [75,76]. Consequently, we hypothesize that
production transparency will affect brand equity and purchase intentions, depending on the ethicality
of the information disclosed.

Hypothesis 3 (H3). If production is perceived to be ethical, greater extent of production transparency will
positively affect brand equity (H3a) and consumers’ purchase intentions (H3b).

Hypothesis 4 (H4). If production is perceived to be unethical, greater extent of production transparency will
negatively affect brand equity (H4a) and consumers’ purchase intentions (H4b).

3. Method

3.1. Stimuli Development

A total of nine scenarios were developed: 2 (price/production information) x 2 (low/high degree
of information disclosure) X 2 (fair/unfair condition) plus 1 control group with no price/production
information. A fictitious fashion brand was used in order to reduce variation in participants’ prior
experience with brands. A brief description of a mock fashion brand Maira was shown at the beginning
of the survey. The description included the brand’s style and offering, followed by a product available
for sale—a 100% cashmere sweater.

In the brand description, the control scenario indicated that the brand does not disclose information
about its price and manufacturing condition. For the treatment groups on price transparency,
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a cost-breakdown diagram for the cashmere sweater was displayed. The retailer price markup for the
‘fair” condition was 52.5% (a typical retailer markup rate in the fashion industry), while the markup for
the “unfair’ condition was 90.0%. The low disclosure group only included information about the cost
of manufacturing and retail markup, whereas the high disclosure group included the cost information
about materials, labor, transportation, duties, hardware, and retail markup. For the treatment groups
of production transparency, information about the sweater’s manufacturer including the location and
history of the factory was revealed. The ethical scenario mentioned the factory’s effort to provide
exceptional working conditions for its employees while the unethical scenario asserted that the factory
had been accused of minor labor rights violations. The high disclosure group expanded on each
scenario with greater detail about the product manufacturer (see Appendix A).

3.2. Measurements

The measurement items for this study were adopted from prior research studies (Table 1).
The questionnaire consisted of scales that measure brand equity, purchase intentions, perceived fairness
of price, and perceived ethicality of manufacturing. A total of four items on brand equity were
adapted from Yoo and Donthu [77], asking questions on whether the brand is preferable over other
similar brands. The purchase intention scale, consisting of three items, was borrowed from Putrevu and
Lord [78]. Brand equity and purchase intention were measured using a 7-point Likert scale (1 = strongly
disagree, 7 = strongly agree). To measure perceived fairness of price, a three seven-point semantic
differential scale (i.e., very unfair/very fair, not very reasonable/very reasonable, not very justified/very
justified) was taken from Bolton, Keh, and Alba [79]. Perceived ethicality of the manufacturing process
was measured with the same scale from Bolton et al. [79] with an addition of one item (i.e., not very
humane/very humane).

Table 1. Results of Exploratory Factor Analysis and Reliability Check.

Factor Items Factor Loading Eigen Value % of Variance Cronbach’s «

1. It makes sense to buy Maira instead of 0.909

any other brand, even if they are the same. '

2. Even if another brand has the same

features as Maira, I would prefer to 0.950

. buy Maira.
Brand Equity - 3.492 87.311 0.951
3. If there is another brand as good as 0.937

Maira, I prefer to buy Maira.

4. If another brand is not different from
Maira in any way, it seems smarter to 0.941
purchase Maira.

1. It is very likely that I will purchase

from Maira. 0958
Purchase 5 " Uil purchase clothes from Maira the 2.693 89.772 0.943
Intention . 0.951
next time I purchase clothes.
3. I'will definitely purchase Maira’s clothes. 0.933
3.3. Sample

U.S. consumers older than 18 years of age were recruited through Amazon Mechanical Turk
(hereafter MTurk). Studies suggest that MTurk is appropriate for social science research since they
tend to be more attentive to instructions than college students and other traditional subject pools and
are demographically diverse [80,81]. Regarding sample size, 30 participants per cell are the general
requirement for experimental research [82]. Since not all responses may be usable, we recruited
slightly more than the general minimum. After excluding individuals who had incomplete or insincere
answers, a total of 349 samples were available for data analysis (around 40 responses per cell).

The sample consisted of 61.3% (n = 214) males, 38.4% (n = 135) females, and 0.3% (n = 1) who
identified as neither. The majority of the participants were Caucasians (77.9%), followed by African
Americans (8.6%), Asians (5.7%), Hispanics (5.4%), and other (2.3%). The age of the respondents ranged
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from 18 to 73, with a mean of 35.5. In regard to education level, 72.2% held a bachelor’s degree, 16.9%
completed high school or less, and 10.9% had master’s or higher. For the annual individual income,
20.1% earned less than $19,999, 43.3% earned between $20,000 and $49,999, 25.7% earned between
$50,000 and $79,999, and the rest 10.9% earned $80,000 or more.

4. Results

4.1. Measurement Reliability

The uni-dimensionality of the brand equity and purchase intention scales was confirmed through
exploratory factor analyses. This finding is consistent with the original literature on each scale.
Both scales had acceptable reliabilities [82] (see Table 1).

4.2. Manipulation Check

Manipulation checks were conducted in order to ensure the effectiveness of the manipulated
variables (i.e., level of transparency and perceived fairness). The level of perceived transparency of
the brand’s price and production was asked using two seven-point semantic differential items: “How
transparent do you think this brand is in regard to pricing?”, “How transparent do you think this
brand is in regard to manufacturing (i.e., how/where the clothes are made)?” The analysis of variance
(ANOVA) indicated that the mean perceived fairness significantly differed between the unfair group
and fair group for both pricing and production scenarios (see Table 2). Additionally, the ANOVA and
Tukey’s HSD post hoc test showed that the mean transparency level differed across the control group,
low disclosure of price/production group, and high disclosure of price/production group (see Table 3).
Hence, both results demonstrated that the manipulation worked as intended.

Table 2. Results of the Manipulation Check for Perceived Fairness.

Group N Mean SD t-Value p-Value
Unfair Pricing 76 2.33 1.80 et
Fair Pricing 80 523 1.57 842 0.00
Unfair Manufacturing 74 2.89 1.70 6.90 0.00 **
Fair Manufacturing 78 5.09 1.50 ’ ’
54 < 0.001.

Table 3. Results of the Manipulation Check for Transparency Level.

Group N Mean SD F-Value p-Value
No Price Transparency 41 2.68 2.15
Low Price Transparency 74 4.61 2.08 65.75 0.00 ***
High Price Transparency 82 6.07 1.40
No Production Transparency 41 2.22 1.50
Low Production Transparency 76 3.87 1.82 116.00 0.00 ***
High Production Transparency 76 5.87 1.44
5% < 0.001.

4.3. Hypothesis Testing

To test H1, H2, H3, and H4, ANOVA and Tukey’s HSD post hoc test were conducted to compare
each treatment group with the control group. The four items of the brand equity scale and three items
of the purchase intention scale were averaged respectively to be used as dependent variables.

Table 4 summarizes the result of H1 and H2. For H1a, the ANOVA result was significant, and the
mean of brand equity for the low and high price transparency group were greater than that of the
control group (Mcontrol = 3.38, Mlow_price_transparency =4.36, Mhigh_price_transparency =4.49, F-value = 8.01,
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p < 0.01). However, the post hoc test revealed that there was no significant difference between the low
and high disclosure groups, partially supporting Hla. For H1b, the mean purchase intention for the low
and high price transparency group were significantly greater than the control group (Mcontrol = 3.29,
Miow_price_transparency = 4-25, Mhigh_price_transparency = 443, F-value = 5.93, p < 0.01). Again, the post hoc
test suggested that there was no significant difference between the low and high disclosure groups,
partially supporting H1b. In the case of unfair pricing (H2), the ANOVA result for H2a demonstrated
that the mean brand equity was significantly lower for the low and high price transparency group
than the control group (Mcontrol = 3.38, Mlow_price_transparency =217, Mhigh_price_transparency = 2.51,
F-value =9.93, p < 0.01). The post hoc showed no distinguishing difference between low and high
disclosure groups, hence H2a was partially supported. The mean purchase intention for low and
high transparency groups were also significantly lower than the control group Mcontrol = 3.29,
Miow_price_transparency = 2.08, Mhigh_price_transparency = 2.19, F-value = 7.64, p < 0.01), but again with no
significant difference across the two disclosure levels. Therefore, H2b was partially supported.

Table 4. Results of analysis of variance (ANOVA) for Price Transparency.

Condition Dependent Variable Group N M SD F-Value p-Value
No Transparency 41 3.38 1.42
Brand Equity (H1a) Low Transparency 38 4.36 142 8.01 0.001 **
Fair High Transparency 42 4.49 1.26
No Transparency 41 3.29 1.68
Purchase Intention (H1b) Low Transparency 38 4.25 1.52 5.93 0.004 **
High Transparency 42 4.43 1.58
No Transparency 41 3.38 1.42
Brand Equity (H2a) Low Transparency 36 217 1.67 9.93 0.001 **
Unfair High Transparency 40 2.51 1.36
No Transparency 41 3.29 1.68
Purchase Intention (H2b) Low Transparency 36 2.08 1.57 7.64 0.001 **
High Transparency 40 2.19 1.30
**p <0.01.

The analysis results for the production transparency scenarios are outlined in Table 5 (H3 & H4).
In the ethical production scenarios, the groups with low and high levels of transparency exhibited grater
brand equity values than the control group (H3a: Mcontrol = 3.38, Miow_production_transparency = 4-29,
Mhigh_production_transparency = 4.88, F-value = 14.69, p < 0.001). No significant difference was detected
between the low and high production transparency groups after the post hoc test. The mean value of
purchase intention (H3b), on the other hand, was significantly greater for the high transparency group
compared to the low disclosure and the control groups (Mcontrol =3.29, Miow_production_transparency = 3.78,
Mhigh_production_transparency = 4.84, F-value = 12.57, p < 0.001). The purchase intention for the
low-level group was not significantly different from the control group. Thus, H3a and H3b
were both partially supported. In the unethical production scenarios, the mean values of both
brand eqUitY (H4a: Mcontrol =3.38, Mlow_production_transparency =240, Mhigh_production_transparency =233,
F-value = 6.79, p < 0.01) and purchase intentions (H4b: Mcontrol = 3.29, Miow_production_transparency = 2-10,
Mhigh_production_transparency = 2-02, F-value = 9.75, p < 0.001) were lower for low and high transparency
groups than the control group. The post hoc results showed that there was no significant difference
between the low and high disclosure levels for both brand equity and purchase intentions. As a result,
H4a and H4b were also partially supported.
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Table 5. Results of ANOVA for Production Transparency.

Condition Dependent Variable Group N M SD F-Value p-Value
No Transparency 41 3.38 1.42

Brand Equity (H3a) Low Transparency 40 4.29 1.11 14.69 0.000 ***
Fair High Transparency 38 4.88 116
No Transparency 41 3.29 1.68

Purchase Intention (H3b) Low Transparency 40 3.78 1.12 12.57 0.000 ***
High Transparency 38 4.84 1.31
No Transparency 41 3.38 1.42

Brand Equity (H4a) Low Transparency 36 2.40 1.52 6.79 0.002 **
Unfair High Transparency 38 2.33 1.34
No Transparency 41 3.29 1.68

Purchase Intention (H4b) Low Transparency 36 2.10 1.38 9.75 0.000 ***
High Transparency 38 2.02 1.19

**p <0.01, ** p <0.001.

5. Discussion and Implication

5.1. Summary of Findings

Given the increasing public demand for transparent business practice in the fashion industry,
this study examined the role of price and production transparency on brand equity and consumers’
purchase intentions. Furthermore, the study hypothesized different conditions of the transparency
information: perceived fairness and extent of disclosure. Through an experimental examination,
our findings revealed the proper extent and content of information disclosure for fashion companies.
The major findings are discussed below.

First, we found the presence of price transparency positively influencing both the brand equity
(H1a) and purchase intentions (H1b) when the price is perceived to be fair. On the other hand,
lower brand equity (H2a) and purchase intentions (H2b) resulted when consumers perceived price to
be unfair. The levels of disclosure (i.e., low and high) did not influence brand equity and purchase
intentions in both fair and unfair conditions. That is, the mere presence of information related to
the cost-breakdown of fashion products, regardless of the extent, prompted consumers to display
greater purchase intentions for the brand and its product, as long as the price was perceived as fair.
Such finding is in accordance with previous literature that price transparency strengthens brand
loyalty and brand trust, which are key dimensions of brand equity [17,22]. Furthermore, it also
aligns with previous findings that justifiable explanations of the price result in greater perceived price
fairness and generates positive consumer responses [21,51,68] while failing to provide the reasons
leads to negative consumer responses [69]. Our findings further add empirical evidence that price
transparency directly influences brand equity, differentiating the brand from its counterparts, and
adding a competitive advantage. Indeed, participants indicated that they would still prefer the
transparent brand over another brand when the two brands have the same features. On the other
hand, our discovery of how the varying levels of disclosure did not yield any meaningful differences
in consumer perceptions is noteworthy. This finding challenges prior research, which discovered that
a greater number (or a combination) of product signals increases the effectiveness of the signaling
information since they reduce ambiguity [83,84]. In fact, our result suggests that when it comes to
pricing information, more information is not necessarily better. Rather, it is the nature of the information
presented (i.e., fairness) that truly matters to consumers.

Second, production transparency was also discovered to positively influence brand equity (H3a)
as well as consumers” purchase intentions (H4b) when the production is perceived to be ethical.
Specifically, brand equity was enhanced with a simple presence of ethical production information,
whereas consumers’ purchase intentions were affected by a greater extent of disclosure. In other words,
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when a greater amount of information about the apparel product’s manufacturer such as location,
history, and working conditions was revealed, consumers displayed greater purchase intentions for
the brand’s product. This discovery confirms the findings in prior research that consumers are more
willing to purchase a product if the company discloses information of its supply chain [27,30] and adds
that transparency builds the overall equity of the brand. It also suggests that brand equity, which may
require a weaker level of engagement as a perceptual component of consumer responses than purchase
intention [85], was heightened even through a small amount of information. However, the intention to
purchase, which involves deeper engagement as a behavioral component of consumer responses [85],
warranted a greater amount of disclosure by the firm. Such a finding differs from the result of pricing
transparency, wherein even a small amount of pricing information influenced both the brand equity
and purchase intentions. It can be concluded that, for production transparency, both the quality
(e.g., ethicality) and quantity (e.g., level of disclosure) matter to consumers’ decision-making processes.
On the contrary, the unethical production information disclosure was shown to prompt negative brand
equity (H4a) as well as lower purchase intention (H4b) no matter how much information was provided.
This suggests that once consumers encounter any negative signal of the production process, they will
demonstrate negative responses to the brand. Such a result is in accordance with previous studies that
people are sensitive to negative results and use that to avoid making wrong purchase decisions [86].

5.2. Theoretical Implications

Theoretically, this study extends our current understanding of the role of transparency in marketing
apparel products. Studies on transparency thus far have mainly been associated with healthcare or
financial industries. Nonetheless, transparent business practices in the apparel industry have become
increasingly critical as the complexity of apparel manufacturing and pricing has grown in recent years.
To the authors’ knowledge, this study is one of the earliest attempts to utilize an experimental scenario to
investigate how consumers react to the presence of price and production transparency when shopping
for fashion items. Our research examined different conditions of transparency including the extent
of information disclosure and perceived fairness or ethicality of disclosed messages. Contrary to the
authors” and common beliefs that more information would lead to positive results, it was found that the
extent of disclosure had a limited impact on consumer perception, particularly in the context of pricing
transparency. The notion of information overload [87] may explain why consumers are better off with
a reduced set of signals rather than a large amount of information that can present a taxing cognitive
problem [88]. Research on a consumer’s cognitive journey or the decision-making process suggests
that consumers often employ a mental information filtering mechanism to decrease the complexity
of information to make simpler judgments [89,90]. Our discovery that full information transparency
is not always optimal for consumers is a notable contribution to the literature. Furthermore, most
prior studies have examined information disclosure only with trust-related factors such as brand trust,
reputation, or perceived fairness [16,22,25]. By establishing a direct linkage between information
transparency to consumers’ purchase intentions and brand equity, this study addresses an important
gap in consumer behavior research in regard to transparency.

In addition, a finding of our study also contributes to brand equity research, suggesting that brand
transparency may be another key dimension of brand equity. The dimensions of brand equity are
known to consist mainly of brand loyalty, brand awareness, perceived quality of a brand, and brand
associations [53]. Researchers have proposed that other factors such as brand trust or credibility are
important determinants of brand equity [56,91]. Combined with the increasing consumer demand for
the transparent business price, our finding on the direct influence of transparency on brand equity
suggests that brand transparency may emerge as another core asset of a brand.

5.3. Managerial Implications

The findings of our study also suggest implications for practitioners. Transparent business
practice is a critical issue for consumers. Demand for transparency in the fashion industry has been
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mainly fueled by Millennials and Gen Z’s. Marketing products as the best value for the money will
simply not be enough to satisfy these cohorts of consumers. They expect creative integrity, sustainable
supply chains, fair treatment of workers, authenticity, and data protection from fashion brands they
consume [2]. Therefore, proactive and transparent communications about business operations and
behavioral commitment to sustainability need to be visible. While most brands have traditionally
only revealed information about the country-of-origin (COO) or country-of-manufacturer (COM),
they should not be hesitant to reveal more price- and supply-chain-related information and have them
readily accessible to consumers through the usage of hangtags and labels. Online retailers can consider
making the cost-breakdown and production information visible in the product description sections.
Such information does not have to be extensive and can be as simple as showing product mark-up or
describing the working conditions of the supplier. Doing so will not only appeal to consumers who are
looking for greater transparency, but it will also hold the business accountable to adopt more ethical
business practices throughout the supply chain.

However, companies should ensure that the disclosed information is perceived as fair and ethical
by consumers. If any part of the supply chain seems unethical, companies should not send unnecessary
signals by disclosing too much information as it may result in a backlash. The case of the Swedish
fast-fashion giant H&M illustrates this point. In 2019, H&M introduced a transparency layer for all
of its garments by sharing information including the production country, supplier names, factory
names and addresses, and the number of workers in the factories [92]. While this initiative has been
initially applauded by some, many have criticized the brand, questioning whether improvements
like this are even worthwhile if the brand’s unsustainable, low-cost production system continues
on [93]. This backlash against transparency efforts suggests that mere disclosure of the production
information does not guarantee a positive impact unless the actual business practice aligns with the
publicized ethical values. For example, disclosing the name and the number of factory workers can
be quite meaningless if consumers think that these workers are not paid a fair living wage. Thus,
brands should carefully examine whether the disclosed information is indeed seen as ethical and
essential to consumers and ensure that they are not overburdening consumers with an overload of
superfluous information.

5.4. Limitations and Future Studies

The limitations of this study suggest directions for future research. While our study only compared
cases of price and manufacturing information, there may exist additional parts of transparency that
could influence consumer’s perception of a brand. For example, transparency along the entire
supply chain, such as design and purchasing processes, not just production can be investigated. Second,
it is recommended that future studies use participants with different cultural backgrounds or other
demographics to strengthen the generalizability of the findings to different consumer groups. Third,
the study focused on the fashion industry, hence future research in other fields is recommended.
Food and electronic good sectors could be potential examples given their complexities around the
supply chain and growing demand for transparency. Lastly, future research can use real brands to
examine the effects of transparency rather than the fictitious ones like in this study to better reflect the
reality and complexity of actual consumption settings.
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Appendix A

Appendix A.1. Scenario #1 (Control)

Maira is a fashion brand that offers premium quality clothing for men and women. Maira offers
versatile, contemporary classics including classic styled suits, separates, dresses, shoes, and accessories.
The brand’s commitment to design and fit ensures exceptional comfort and quality. Maira’s 100%
cashmere sweater for both men and women is priced at $100.

Appendix A.2. Scenario #2 (Low Pricing Disclosure & Unfair)

Control Message + Maira believes that the customers have a right to know how much their clothes
cost to make. Therefore, the cost-breakdown for all products—from materials to labor—are revealed.
Maira’s 100% cashmere sweater for both men and women is priced at $100. The cost-breakdown for
this cashmere sweater is shown below.

' +  Maira k‘

Total manufacturing cost Retail markup What you pay!
$10.00 $90.00 $100

Figure A1. The cost-breakdown for this cashmere sweater.

Appendix A.3. Scenario #3 (Low Pricing Disclosure & Fair)

Same message as Scenario #2 with below figure.

' +  Maira - L’

Total manufacturing cost Retail markup What you pay!
$47.50 $52.50 $100

Figure A2. The cost-breakdown for this cashmere sweater.

Appendix A.4. Scenario #4 (High Pricing Disclosure & Unfair)

Same message as Scenario #2 with below figure.

Trma8% »

Materials ~ Labor Transport Duties Hardware True Cost

$5.80 $1.50 $1.20 $1.00 $0.50 $10.00

Figure A3. The cost-breakdown for this cashmere sweater.
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' Maira - “

Total manufacturing cost Retail markup What you pay!

+

$10.00 $90.00 $100
Figure A4. The cost-breakdown for this cashmere sweater.
Appendix A.5. Scenario #5 (High Pricing Disclosure & Fair)

Same message as Scenario #2 with below figure.

TrAr=maE%x »

Materials  Labor Transport Duties Hardware True Cost

$28.80 $15.00 $0.50 $1.70 $1.50 $47.50

Figure A5. The cost-breakdown for this cashmere sweater.

' +  Maira - k’

Total manufacturing cost Retail markup What you pay!
$47.50 $52.50 $100

Figure A6. The cost-breakdown for this cashmere sweater.

Appendix A.6. Scenario #6 (Low Production Disclosure & Unethical)

Control Message + Maira’s 100% cashmere sweater, for both men and women, is priced at
$100. This sweater is made from a factory in China. The factory has been accused of minor labor
rights violations.

Appendix A.7. Scenario #7 (Low Production Disclosure & Ethical)

Control Message + Maira’s 100% cashmere sweater for both men and women is priced at $100.
This sweater is made from a factory in China. The factory maintains exceptional working conditions
for its employees.

Appendix A.8. Scenario #8 (High Production Disclosure & Unethical)

Control Message + Maira believes that the customers have a right to know where and how their
clothes are made. Therefore, for every product, detailed information about the factory, its location,
and history is revealed. Maira’s 100% cashmere sweater for both men and women is priced at $100.
This sweater is made from Guanglin Factory located in the southeastern part of China. Established
in 1995, this factory is a family-run business that employs 500 people in the city of Guanglin. The
factory has been accused of not compensating workers working overtime and using cotton that relies
on pesticide usage.

Appendix A.9. Scenario #9 (High Production Disclosure & Ethical)

Control Message + Maira believes that the customers have a right to know where and how their
clothes are made. Therefore, for every product, detailed information about the factory, its location, and
history is revealed. Maira takes great effort to ensure all products are produced under safe, fair, and
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humane working conditions. Maira’s 100% cashmere sweater for both men and women is priced at $100.
This sweater is made from Guanglin Factory located in the southeastern part of China. Established in
1995, this factory is a family-run business that employs 500 people in the city of Guanglin. The factory

strives to improve working conditions while producing high-quality products through investment
in technologies.
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