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Kenya’s informal sector remains excluded from formal trade due to fragmented 
regulation, complex standards, and the significant expansion of digital 
marketplaces. Drawing on market data, legislative review, and reputable 
literature, we identify regulatory gaps that impede compliance by informal 
Micro, Small, and Medium Enterprises (MSMEs), as well as significant 
behavioural obstacles, including elevated perceived compliance costs, 
information asymmetries, and limited trust. We propose a framework featuring 
informal MSME-specific, graduated standards, digital market surveillance, and 
platform-based seller verification, all aimed at fostering trust and reducing 
compliance friction. By addressing both behavioural and regulatory gaps, this 
approach seeks to enhance consumer protection, empower informal MSMEs, 
and promote inclusive growth in Kenya. Future research should evaluate the 
framework’s effectiveness and scalability in Kenya and similar contexts across 
Africa and beyond.
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1 Introduction

The informal economy remains one of the most significant yet underregulated 
components of economic activity worldwide. According to the International Labour 
Organisation (ILO), over 2 billion people, representing approximately 61% of the global 
workforce, earn their livelihoods through informal employment, with the highest 
concentration in developing and emerging economies (ILO, 2018). Informal enterprises 
play a significant role in creating jobs, reducing poverty, fostering entrepreneurship, 
and boosting local economic growth, but they often operate outside formal regulatory, 
tax, and standards systems (World Bank, 2016). As global economies become more 
interconnected through digital commerce platforms, international value chains, and 
regional trade agreements, excluding informal enterprises from formal regulatory 
systems has become a significant obstacle to inclusive economic growth and sustainable 
development (UNCTAD, 2024a, b, 2025).

Across sub-Saharan Africa and Asia, MSMEs account for more than 90% of 
businesses and generate approximately 70% of employment opportunities 
(International Finance Corporation, 2024). However, a significant proportion of these 
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enterprises operate informally, limiting their access to finance, 
government support programs, quality assurance systems, and 
regional markets (UNDP, 2025). The implementation of regional 
trade initiatives such as the African Continental Free Trade Area 
(AfCFTA), the Southern Common Market (MERCOSUR) and 
the Association of Southeast Asian Nations (ASEAN), has 
heightened concerns that informal enterprises may be excluded 
from emerging trade opportunities due to their inability to 
comply with standards, certification requirements, and 
regulatory obligations (African Peer Review Mechanism, 2022; 
ASEAN, 2022; Tieku and Yakohene, 2023). Consequently, 
policymakers and development agencies increasingly recognise 
that economic transformation requires not only regulatory 
reforms but also innovative approaches to address the 
underlying behavioural and institutional factors that 
sustain informality.

Recent research shows that ongoing informality is not solely 
due to lax enforcement or regulatory shortcomings; it stems 
from a complex mix of behavioural, social, and institutional 
influences that shape how enterprises make decisions (Moaaz 
and Mansour, 2025; Tingini and Eniowo, 2025). Behavioural 
economics offers key insights into why numerous entrepreneurs 
stay outside formal systems, even though formalisation could 
bring benefits. Informal business operators often exhibit present 
bias, whereby immediate compliance costs are weighted more 
heavily than future gains. Status quo bias encourages ongoing 
dependence on familiar informal practices, whereas complex 
administrative procedures tend to increase cognitive load and 
discourage engagement with formal institutions (Liao, 2024; 
Mehjabeen and Khan, 2024). Furthermore, perceptions of unfair 
treatment, trust deficits, and limited understanding of regulatory 
requirements often decrease entrepreneurs’ willingness to engage 
in formal systems, especially among those with limited resources 
(Albarrak, 2022; Rodrigo, 2021).

These challenges are particularly evident in developing regions 
where informal enterprises dominate economic activity. Studies 
from Uganda (Akello, 2024), Bangladesh (Alam et al., 2015), 
South Africa (Tingini and Eniowo, 2025), Nigeria (Balogun, 
2022), Ethiopia (Lorato et al., 2023), the Central African 
Republic (UNDP, 2025), the MENA region (Adair and Hlasny, 
2022) and other developing regions reveal that regulatory 
complexity, limited digital literacy, and exaggerated perceptions 
of compliance burdens often discourage formalisation even 
where supportive policies exist (Akello, 2024; Maulani et al., 
2023; Moyo, 2022). Consequently, traditional regulatory 
approaches, primarily based on enforcement and sanctions, have 
achieved only modest success. Emerging evidence suggests that 
behaviourally informed interventions, such as the simplification 
of procedures, default enrolment mechanisms, digital nudges, 
social proof strategies, and reputation-building systems, can 
significantly improve compliance and participation in formal 
economic systems (Fanelesbonge, 2023; Rwibutso, 2024; 
Szépe, 2025).

The rapid expansion of digital commerce further complicates 
the regulatory and standards landscape. Global e-commerce sales 
continue to grow, creating new opportunities for MSMEs to access 
wider markets while exposing weaknesses in product quality 
assurance, consumer protection, and standards enforcement 
(UNCTAD, 2024a, b, 2025). In many emerging economies, 

online marketplaces facilitate trade without adequate verification 
systems, enabling the circulation of counterfeit and substandard 
products and eroding consumer trust (Handri et al., 2025). The 
absence of integrated digital compliance and surveillance 
mechanisms has created parallel informal digital economies 
where many enterprises remain disconnected from formal 
standards regimes and quality infrastructure systems (Merylle 
et al., 2025; Silupu et al., 2024). As digital trade increasingly 
intersects with regional and global value chains, addressing these 
regulatory gaps has become critical for ensuring inclusive 
participation in the digital economy.

Within this broader global and regional context, Kenya 
presents a particularly relevant case. The country’s informal 
sector accounts for approximately 85% of total employment and 
constitutes a major source of livelihoods and entrepreneurial 
activity (KNBS, 2024). Despite its resilience and vibrancy, 
informal trade** in Kenya remains disconnected from formal 
regulatory frameworks (Blackmore et al., 2022; KEBS, 2025; 
KIPPRA, 2023), constraining its potential for innovation, 
growth, and integration into regional and international markets. 
The operationalisation of the African Continental Free Trade 
Area (AfCFTA) has further highlighted the urgency of bridging 
this gap, as cross-border trade opportunities risk bypassing 
many informal traders (Debrah et al., 2024).

The challenges faced by the formal sector in Kenya are 
exacerbated by the widespread lack of formal documentation, 
low regulatory literacy, and the prevalence of unregistered 
businesses (Maritim, 2020). These challenges are significant 
given Kenya’s Vision 2030, which highlights MSME market 
access, innovation and development as crucial factors for 
economic growth and social change. The vision aims to create 
an enabling environment for MSMEs, emphasising capacity 
building and quality standards, and their integration into both 
local and global value chains (Kenya Vision, 2030). Additionally, 
the National Industrial Transformation Strategy and the 
Bottom-Up Economic Transformation Agenda (BETA) 
emphasise the vital role of MSMEs and standards in promoting 
industrialisation and inclusive growth (KEBS, 2023).

Behavioural economics suggests that without deliberate, 
context-sensitive interventions that reduce barriers, informal 
MSMEs are likely to remain marginalised (Moaaz and Mansour, 
2025). MSMEs often stick with informal practices due to present 
bias (overweighting immediate costs), status quo bias 
(preference for the familiar), and exaggerated perceptions of 
compliance burdens. Complex rules increase cognitive load 
(mental overload), reducing traders’ ability to complete 
formalisation steps. Social proof and peer effects (imitation of 
others), as well as concerns regarding procedural fairness, 

**While "informal trade" and "MSMEs" denote distinct conceptual categories, 

the former representing an unregulated market activity and the latter 

defining firm architecture by employment scale, this study focuses on 

their intersecting demographic: informal MSMEs. In Kenya, the vehicles 

that carry out informal trade are overwhelmingly micro and small 

enterprises. A vast majority of these enterprises fit the structural definition 

of an MSME (1–99 employees) according to KIPPRA (2010). Thus, these 

terms are utilised in tandem within this text to reflect the operational and 

structural realities of unregistered small-scale traders in the domestic 

Kenyan marketplace.
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influence whether entrepreneurs trust and appreciate formal 
systems. Simplification, digital heuristics (easy decision 
shortcuts), nudges (subtle design cues that guide choices 
without limiting options), defaults (pre-set options that turn 
into the simplest choices), and Reputation tools can help traders 
find low-effort, credible compliance options (Albarrak, 2022; 
Fanelesbonge, 2023; Liao, 2024; Mehjabeen and Khan, 2024; 
Mudzamiri, 2023; Rodrigo, 2021; Rwibutso, 2024; Szépe, 2025).

The enduring informality in Kenya is not merely a 
consequence of administrative oversight or regulatory absence 
(FKE, 2021). Instead, it portrays a complex interplay of trust 
dynamics, cognitive barriers, and incentives that shape informal 
MSME decision-making. When compliance frameworks are 
designed primarily for formal enterprises that require 
institutional familiarity, digital access, and high literacy, they 
inadvertently raise the actual and perceived costs of compliance 
(Thaline et al., 2025). Many informal traders operate under 
resource constraints and bounded rationality and are thus subtly 
directed to remain outside the formal system, even when 
formalisation could create new opportunities (Mehjabeen and 
Khan, 2024; Moaaz and Mansour, 2025; Rwibutso, 2024). 
Similar patterns of compliance challenges and persistent 
informality have been observed in other emerging economies, 
including Indonesia (Maulani et al., 2023), Brazil (Thaline et al., 
2025), and South Africa (Tingini and Eniowo, 2025), and parts 
of Sub-Saharan Africa (Moyo, 2022), where behavioural 
frictions, such as overestimation of compliance costs and 
status quo bias, interact with regulatory complexity to 
limit formalisation.

The rapid growth of Kenya’s e-commerce sector and digital 
economy presents additional behavioural challenges and 
dynamics. Informal MSMEs leverage social and online 
commerce platforms to reach broader audiences (Wahyudi et al., 
2025). However, the lack of enforcement of digital standards 
and quality-assurance mechanisms has led to the proliferation of 
substandard and counterfeit products, undermining fair 
competition and eroding consumer trust (Anti-Counterfeit 
Authority, 2025; Handri et al., 2025; KEBS, 2025). Without 
verification, buyers and sellers face greater uncertainty and 
perceived risks. This situation promotes informal practices and 
discourages investments in quality upgrades. In Kenya, the 
problem is worsened by the fact that surveillance tools are 
largely offline (KEBS, 2025), allowing compliance gaps to persist 
and creating a parallel economy in which informal traders are 
excluded from cross-border trade, quality assurance 
mechanisms, and value-added activities. This exclusion hampers 
growth, worsens economic inequalities, and sustains 
fragmentation across Kenya’s broader economy. Similar patterns 
are observed in Southeast Asia and Latin America, where 
limited digital oversight, along with cognitive and informational 
barriers, sustain informality (Mehjabeen and Khan, 2024; 
Merylle et al., 2025; Silupu et al., 2024).

This review examines the landscape of standards and their 
effects on the formalisation of informal trade in Kenya from a 
behavioural economics perspective. By analysing behavioural 
theories and literature in the context of informal sector 
formalisation, regulatory gaps, MSME inclusion challenges, and 
the unique aspects of online marketplaces, we propose a 
practical framework that aligns with the realities and 

behavioural motivations of Kenya’s informal sector. Drawing on 
global evidence, this approach highlights simplified compliance 
methods, default enrollment options, and digital nudges to 
reduce friction and build trust. The aim is to provide 
policymakers, regulators, and development partners with 
actionable insights to promote inclusive economic growth and 
unlock the potential of informal trade in Kenya and 
similar regions.

2 Theoretical background

The formalisation of informal trade has historically been a key 
focus in development economics, with a strong emphasis on its 
vital contributions to social inclusion, economic growth, and 
productivity (Moyo, 2022). Frameworks such as dual economy 
theory, institutional theory, transaction cost economics, 
compliance burden theory, social capital theory, platform theory, 
Akerlof’s market-for-lemons theory, and behavioural friction 
theory offer essential insights into the persistence of informality 
and potential ways to mitigate it. The dual economy perspective 
views developing economies as comprising two sectors: a 
modern, formal sector with regulatory oversight, higher 
productivity, and greater market integration, and a traditional, 
informal sector with limited access to capital, lower productivity, 
and minimal involvement with formal institutions (Sumner, 
2025). Formalisation is often viewed as a shift from informality 
to formality, leading to increased efficiency, broader market 
access, and economic growth (Rwibutso, 2024; Silupu et al., 
2024). Evidence from countries such as Brazil, Indonesia, and 
India indicates that making compliance pathways clear and 
supporting them with nudges, such as social proof, defaults, and 
progress feedback, increases the likelihood that small firms will 
formalise their processes and invest in quality enhancements 
(Maulani et al., 2023; Neise et al., 2021; Thaline et al., 2025).

Institutional theory further clarifies how informal and formal 
rules, norms, and enforcement mechanisms influence economic 
behaviour. Informal trade flourishes where formal institutions 
are inaccessible, weak, or perceived as inadequate (Woodhouse, 
2024). Behavioural insights suggest that perceptions of fairness, 
trust, and institutional credibility strongly influence willingness 
to comply (Moaaz and Mansour, 2025). Informal traders might 
see formal rules as unpredictable, biased, or irrelevant, which 
decreases their likelihood of engaging formally (Thaline et al., 
2025). Studies from India, Indonesia, and other developing 
economies show that interventions aimed at enhancing 
institutional trust and transparency notably boost MSME 
compliance and formalisation (Akang, 2024; Jomon, 2024; 
Mulyati and Murwadji, 2024). This highlights that establishing 
reliable and responsive institutions is equally as essential as 
streamlining regulatory requirements.

Platform theory acknowledges the transformative power of 
digital marketplaces. These platforms expand customer access, 
reduce entry barriers, and create opportunities for standards 
enforcement (Cennamo, 2021). Behavioural insights from 
studies conducted in China, India, Germany, and the United 
States show that platform design can influence compliance 
through defaults, nudges, reputation systems, and noticeable 
feedback. Verified seller badges, progress indicators, and ratings 
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can leverage loss aversion, social proof, and consistency heuristics 
to protect consumers and promote formal participation 
(Cennamo, 2021; Jia et al., 2024; Krishnan-Barman, 2025; 
Springer et al., 2025; Steur and Seiter, 2021). These studies 
confirm that integrating behavioural nudges with digital 
platforms increases consumer trust and seller compliance.

While platform, institutional, and dual economy theories 
remain instructive, they do not fully explain the decision- 
making processes of informal traders, whose choices are 
influenced by both objective benefits and costs and 
psychological, social, and cognitive factors. Behavioural 
economics enhances traditional frameworks by emphasising how 
heuristics, bounded rationality, cognitive overload, risk 
perception, and present bias affect the adoption of formalisation 
measures. Informal traders may view formalisation as risky or 
burdensome, leading them to rely on heuristics and maintain 
the status quo, thereby reinforcing continued informality. Loss 
aversion can make immediate compliance costs seem more 
significant than long-term benefits, while present bias can 
decrease the perceived value of future rewards from quality 
certification or formal registration (Balde, 2021; Jia et al., 2024; 
Nohoua, 2023; Usen, 2025). These dynamics are seen 
worldwide, with MSMEs often avoiding formal processes despite 
incentives unless the compliance options are clear, 
straightforward, and align with their decision-making habits.

Transaction cost economics explains informal arrangements as 
resulting from higher costs of enforcing agreements, gathering 
information, and negotiating contracts (Danquah and Sen, 2022; 
Mukoviz et al., 2022; Oranburg and Palagashvili, 2021). 
Behavioural economics builds on this by acknowledging the 
psychological and cognitive aspects of these costs. Opaque 
procedures, complex paperwork, and the need for sustained 
attention impose cognitive burdens beyond just financial costs. 
Decision fatigue, bounded rationality, and effort-minimisation 
heuristics lead many informal actors to postpone or avoid 
formalisation, a pattern observed across various developing 
contexts (Cristofaro, 2025; Moaaz and Mansour, 2025; Usen, 
2025). Pre-filled forms, digital interventions, and step-by-step 
compliance pathways lower both real and perceived transaction 
costs, making the shift to formality easier.

The compliance burden theory emphasises that high fees, 
complex regulations, and procedural requirements serve as 
barriers to entering formal processes (Halling and Baekgaard, 
2024; Mpofu, 2021; Petersen et al., 2024). Behavioural 
perspectives show that framing and highlighting regulatory 
requirements increase their deterrent effect. Informal traders 
respond not only to objective rules but also to their personal 
perceptions of challenge and risk (Thaline et al., 2025). Global 
evidence indicates that behavioural nudges, including defaults, 
simplified instructions, and visual progress cues, can 
substantially enhance compliance (Akello, 2024; Dinesh and 
Om, 2025; Kalembe et al., 2025; Mpofu, 2021).

Social capital theory emphasises the significance of trust, 
networks, and norms within informal economic activity. 
Behavioural economics highlights the importance of reputation, 
social influence, and peer effects. Informal traders embedded in 
close-knit networks often rely on community-established norms 
for their economic transactions. These norms can bolster 
informal resilience but may also limit their involvement with 

formal system institutions. Compliance strategies that leverage 
community endorsements and social benchmarking tend to 
increase the likelihood of formalisation (Okello et al., 2024; 
Yasmin et al., 2025).

Akerlof’s market-for-lemons theory offers a structural 
perspective on how information asymmetries can systematically 
hinder market efficiency. In markets where buyers cannot 
reliably distinguish between high- and low-quality goods, they 
tend to set prices based on the average expected quality. This 
discourages high-quality sellers and leads to a market dominated 
by lower-quality products, a pattern arising from market 
structure rather than individual mistakes (Gareth, 2022; Giza, 
2024; Salah, 2025). This approach is especially relevant to 
informal markets, where standards, certifications, and regulatory 
oversight are often lacking, making it hard for traders to signal 
quality (Blackmore et al., 2022; Okello et al., 2024). The 
systemic nature of this mechanism shows how widespread 
information gaps, combined with institutional weaknesses, 
sustain low-value, low-trust trading environments. Combining 
Akerlof’s insights with theories such as compliance burden, 
dual-economy, institutional, platform, and social capital 
highlights the complex interactions among behavioural, 
institutional, and structural factors. Initiatives such as platform- 
based verification, affordable certification, and simplified 
standards can improve market transparency, reduce information 
asymmetries, and encourage informal traders to adhere to 
standards, thereby bridging the gap between informal and 
formal markets.

Lastly, the persistence of informality can be further elucidated 
through behavioural friction theory, which underscores how 
minor financial, cognitive, procedural, and social barriers 
impede traders from formalising or adhering to standards, even 
when such actions align with their best interests (Hendriks 
et al., 2022; Wiseman, 2023). Informal MSMEs may refrain from 
certification or registration due to ambiguous requirements, 
intricate procedures, social norms, or perceived substantial costs, 
all of which favour informal trade. These frictions intensify 
information asymmetries and reinforce environments 
characterised by low trust, thereby restricting traders’ capacity to 
signal quality and access broader market opportunities (Okello 
et al., 2024). Consequently, addressing informality necessitates 
interventions aimed at diminishing these behavioural frictions 
(Hendriks et al., 2022; Jessen and Kluve, 2021), such as 
providing explicit guidance, streamlining compliance procedures, 
utilising peer learning, and incorporating platform-based or 
digital tools that facilitate the formalisation process and 
adoption of standards in a manner that is more accessible, 
transparent, and incentivising.

Overall, these views demonstrate that formalisation is more 
than just a structural or regulatory issue; it is a behavioural 
process influenced by incentives, perceptions, cognitive limits, 
social norms, and trust in institutions. Informal actors respond 
to how choice environments are designed, the framing and 
prominence of information, and the appearance of fair and 
detectable compliance. To succeed in formalisation efforts in 
Kenya, strategies should combine simplified, tiered standards, 
platform-based incentives, participatory institutional planning, 
and digital monitoring tools. Incorporating behavioural 
principles such as heuristics, bounded rationality, social proof, 
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loss aversion, and default effects alongside traditional 
development theories helps create environments where 
formalisation is easier to understand cognitively, socially 
supported, and economically beneficial. This approach can 
promote inclusive growth and narrow the divide between 
informal and formal economies.

2.1 Synthesis of literature and research gap

The preceding theoretical perspectives collectively show that 
the persistence of informality among MSMEs is shaped by 
structural, institutional, economic, social, and market-related 
factors. However, the literature remains fragmented, with 
scholars explaining only parts of the broader challenge of 
formalisation. For instance, scholars supporting dualism note 
the coexistence of formal and informal sectors. Both sectors, 
dualists explain, have very few commonalities and serve different 
customers and markets, resulting in dual or parallel economies 
(Kesar, 2023). This dualist perspective includes the exclusionist 
view that high entry costs prevent many businesses from 
participating in the formal economy and trade (Tefera, 2026). 
As a result, informality serves as a safety net that provides work, 
business or trade opportunities, and income to informal agents 
who face exclusion from the formal economy or lack productive 
competencies and access to risk capital, unlike formal traders 
(Dell’Anno, 2021). Since the labour-absorbing capacity of the 
formal sector in most developing economies is severely limited, 
this creates room for informal MSMEs to emerge to support 
individuals’ survival and, therefore, they operate unregistered 
(Haarman et al., 2022).

On its part, institutionalism emphasises regulatory 
inefficiencies and weaknesses in governance. In this view, 
informality is a rational decision made by actors in a legal 
environment that impedes business activity and entry into the 
formal economy and trade (Minbaeva et al., 2023). It attributes 
the informality of businesses to bureaucracy, restrictive 
government regulations, systemic corruption, and mandatory 
registration and administrative costs, such as licensing fees and 
taxation, which outweigh the potential gains of formalisation 
and hamper the growth of MSMEs (Amoah, 2024). Thus, to 
eschew formal legal procedures and institutions, MSMEs are 
forced to develop their own informal rules of operation outside 
the existing legal framework (Shahid et al., 2022). Hence, 
informality persists as a business response to over-regulation or 
poor governance.

Further, another school of thought highlights the burdens 
associated with compliance. It opines that MSMEs deliberately 
embrace informality to evade taxes and other labour regulations 
while maximising profits (Amoah, 2024). In so doing, informal 
enterprises gain price advantages that enable them to thrive on 
unfair competition with formal businesses (Ntunyu, 2025). For 
informal traders who enjoy high profitability, the perceived 
advantages of formal registration, such as access to government 
contracts and credit, are relatively outweighed by the potential 
regulatory and taxation costs and the risk of losing their 
autonomy and flexibility (Dell’Anno, 2021). Therefore, cost- 
benefit analyses favour the intentional avoidance of statutory 
oversight to safeguard and maintain or increase revenues.

Similarly, the literature further illustrates how administrative 
complexity and informal social networks shape economic 
participation. From a compliance-burden perspective, the 
advantages of operating formally are minimal relative to the 
costs of complying with government regulations and navigating 
administrative bureaucracy (Ackom et al., 2025). Hence, the 
voluntary compliance of MSMEs with state or government 
regulations declines dramatically, especially when there are 
minimal or no returns on their taxes (Mishra, 2022). Thus, 
informality is attractive because informal businesses face little or 
no compliance costs and can therefore operate at low 
productivity levels and still make a profit (Ackom et al., 2025). 
However, bribery and corruption thrive in business 
environments burdened with enormous compliance and 
regulatory costs, thereby forcing firms to remain informal 
(Valdiglesias, 2025).

Another argument notes that the informal economy persists 
because it fills the gap left by formal institutions in offering 
essential resources for trade, such as labour, credit, and market 
access (Minbaeva et al., 2023). Informality thrives on localised 
or closed social capital bonds or networks among family 
members, friends, and communities through which one can 
access informal credit, reciprocal labour, and mutual aid when 
state support and conventional financial institutions are missing, 
inaccessible, inefficient, overly bureaucratic, or untrustworthy 
(Suseno and Horak, 2024). However, overreliance on informal 
networks excludes businesses from access to vast formal market 
information and trade, traps them in minimally productive 
operations, and restricts profit reinvestment and opportunities to 
scale up into the formal economy (Suseno and Horak, 2024).

Consequently, the role of information asymmetry and trust 
deficits in market exchanges is described in the literature. 
Studies note that digital platforms reinforce informality rather 
than eliminating it. They integrate, coordinate, and rearrange 
marginalised labour by formalising transactions while 
maintaining highly informal social protections, labour 
conditions, and regulatory compliance (Santamarina and 
Moares, 2026). Digital platforms standardise operations but not 
employer-employee relationships; for instance, they avoid 
harmonising labourers’ contracts and benefits (Santamarina and 
Moares, 2026). By eliminating conventional formal 
requirements, such as organisational hierarchies, minimum 
education levels, or specialised licensing, digital platforms reduce 
entry barriers and help attract and absorb surplus labour 
(Boakye et al., 2026). The resulting flexibility enables them to 
access a vast, on-demand pool of labour that has been excluded 
from the formal economy.

Lastly, the literature posits that economic informality persists 
due to hindrances to formalisation, such as asymmetric 
information and adverse selection, which small, unverified, or 
unknown businesses face (Awasthi and Tripathi, 2026). Since 
informal enterprises often lack collateral, verifiable credit 
records, and sound accounting systems, financiers are unable to 
distinguish profitable from unprofitable informal businesses, 
resulting in limited lending or high interest rates that offset the 
risks of lending (Dari-Mattiacci et al., 2021). The sustained 
presence of informal traders who frequently evade taxes, labour 
laws, and safety legislation to cut costs eventually degrades 
market standards (Sanghro, 2026). Consumers and large 
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business buyers tend to favour low prices because they cannot 
verify product/service quality and regulatory compliance 
(Awasthi and Tripathi, 2026). Formal enterprises that bear 
taxation and other regulation costs are disadvantaged, forcing 
their exit from the market or adoption of informal practices 
to survive.

Collectively, these perspectives provide valuable insights into 
why informal trade persists across developing economies. 
Despite these contributions, the literature remains largely 
descriptive and insufficiently integrated. Existing studies 
primarily examine structural constraints, institutional failures, 
transaction costs, or market inefficiencies in isolation, with 
limited synthesis of how these factors interact to influence 
informal MSME decision-making. As a result, current 
theoretical explanations insufficiently account for the micro-level 
behavioural processes through which informal traders interpret, 
respond to, and navigate compliance environments. Hence, a 
major gap in the literature is the limited attention to the 
behavioural dimensions of formalisation. Most traditional 
theories implicitly assume that informal MSMEs respond 
rationally to incentives, regulations, and market opportunities. 
However, evidence from emerging economies increasingly 
demonstrates that compliance decisions are not determined 
solely by objective regulatory requirements or economic costs. 
Instead, informal MSME participation in formal systems is 
strongly influenced by perceptions of risk, institutional trust, 
cognitive limitations, social influence, and behavioural responses 
to uncertainty.

The literature reviewed suggests that structural and 
institutional barriers often generate behavioural frictions that 
reinforce informal practices. Regulatory complexity, weak 
digital enforcement, fragmented oversight systems, and high 
compliance costs increase the administrative burden and 
uncertainty for small enterprises. Concepts such as bounded 
rationality (reliance on mental shortcuts or heuristics to make 
decisions under uncertainty); cognitive overload; present bias 
(overvaluing immediate rewards); optimism bias 
(underestimating future obligations or penalties); and loss 
aversion (The pain from losses is felt more strongly than the 
pleasure from equivalent gains) (Ayeni, 2025; Usen, 2025) are 
fundamental to understanding the behavior of informal 
MSMEs. The mental pressure of bureaucratic formalities, such 
as endless paperwork, unclear regulations, and multiple 
agencies, wears businesses down and paralyses their decision- 
making (Usen, 2025). Informal traders focus on meeting their 
everyday needs and obligations while overlooking potential 
adverse outcomes and future liabilities, such as penalties or 
audits (Usen, 2025). Informal enterprises are also strongly risk- 
averse due to compliance costs, fears of audits, and regulatory 
or bureaucratic corruption (Sen et al., 2022). In cases of 
corruption or poor public service delivery, taxes are perceived 
as a loss to be avoided by delaying formalisation (Sen et al., 
2022). Moreover, informal businesses exhibit present bias or 
hyperbolic discounting by weighing current financial expenses, 
such as registration fees or taxes, against future gains, such as 
access to formal credit, social security, or legal protection 
(Ayeni, 2025; Usen, 2025). Consequently, they postpone 
formalisation because the immediacy of the costs outweighs 
futuristic benefits.

Behavioural economics, therefore, complements transaction 
cost and institutional theories by clarifying how informal 
MSMEs operating under conditions of scarcity and uncertainty 
psychologically experience and interpret compliance costs. 
Informal traders frequently rely on heuristics, peer networks, 
and short-term survival strategies rather than engaging with 
complex formalisation processes. This explains why many 
MSMEs continue operating informally even where formalisation 
opportunities and potential long-term benefits exist. Therefore, 
behavioural economics adds a valuable dimension to current 
theories by illustrating how structural and institutional limits 
lead to ongoing informal behaviour. Similarly, the literature 
highlights the significance of informal networks and community 
norms, while behavioural economics shows how social proof 
and peer influences help normalise non-compliance in informal 
markets. Platform theory and information asymmetry explain 
trust issues in digital marketplaces, but behavioural insights also 
reveal how low perceived enforcement risk, weak verification 
systems, and reliance on heuristics promote counterfeit trade 
and the acceptance of low standards in online commerce. The 
literature review indicates that ongoing informality cannot be 
fully explained by institutional or structural theories. Instead, it 
results from the interactions between market conditions, 
regulatory systems, and behavioural responses within compliance 
environments. While existing studies adequately describe 
regulatory gaps and institutional weaknesses, they offer limited 
insight into how informal MSMEs respond behaviourally to 
these constraints.

A notable gap in theory exists: there is no comprehensive 
framework that connects structural conditions, market forces, 
institutional factors, and behavioural mechanisms in MSME 
formalisation and standards adoption. This research addresses 
this gap by proposing a behaviourally informed approach that 
views the persistence of the informal sector as resulting from the 
interaction of structural and behavioural frictions. It suggests 
that effective formalisation relies not only on institutional 
enforcement and regulatory reforms but also on how well 
compliance systems align with human decision-making, trust 
levels, and cognitive realities in informal markets. This synthesis 
provides the conceptual foundation for the methodology, 
thematic analysis, and implementation framework developed in 
the study’s subsequent sections.

2.1.1 Conceptual model

This synthesis leads to the development of an Integrated 
Behavioural Conceptual Model of MSME Formalisation (see 
Figure 1). The model suggests that various structural and 
institutional factors, such as regulatory complexity, compliance 
costs, fragmented oversight, information asymmetries, and weak 
digital enforcement, create behavioural frictions for MSMEs. 
These frictions, including bounded rationality, cognitive 
overload, loss aversion, present bias, and institutional mistrust, 
influence compliance decisions and encourage continued 
engagement in informal markets. Additionally, the model 
indicates that behaviourally informed interventions, such as 
simplified standards, phased compliance procedures, digital 
nudges, platform verification, and trust-enhancing mechanisms, 

Ngari et al.                                                                                                                                                             10.3389/frbhe.2026.1860727

Frontiers in Behavioral Economics 06 frontiersin.org

https://doi.org/10.3389/frbhe.2026.1860727
https://www.frontiersin.org/journals/behavioral-economics
https://www.frontiersin.org/


can help mitigate these frictions and improve outcomes in 
standards adoption, formalisation, and market participation.

As illustrated in Figure 1, behavioural economics serves as the 
linking mechanism through which regulatory complexity, 
institutional weaknesses, compliance burdens, information 
asymmetries, and digital governance gaps translate into MSME 
decision-making outcomes. The model therefore extends existing 
formalisation theories by integrating macro-level structural 
explanations with micro-level behavioural processes, providing a 
more comprehensive explanation of persistent informality and 
pathways toward formalisation.

3 Methodology

This study employed a structured review approach to examine 
the regulatory, institutional, and behavioural factors influencing 
the formalisation of informal trade in Micro, Small, and 
Medium Enterprises (MSMEs) in Kenya. The review integrated 
academic literature, policy documents, legislation, institutional 
reports, and market data to develop a behaviourally informed 
framework for strengthening standards compliance and digital 
market governance. The review was conducted between October 
2025 and June 2026 using a systematic search strategy across 
major academic databases, including Scopus, Web of Science, 
Google Scholar, JSTOR, ScienceDirect, SSRN, and EconLit. 
Searches combined keywords and Boolean operators relating to 

informal trade, MSME formalisation, standards compliance, 
behavioural economics, digital marketplaces, market surveillance, 
and e-commerce regulation. Examples of search strings 
included: “informal trade” AND Kenya; “MSME formalization” 
AND behavioral economics; “informal sector regulation” AND 
Africa; “standards compliance” AND MSMEs; “behavioral 
barriers” AND compliance; “digital marketplaces” AND standards 
enforcement; “e-commerce regulation” AND MSMEs; “consumer 
protection” AND online platforms; “market surveillance” AND 
digital trade; “informality” AND standards adoption; and 
“behavioral economics” AND formalization. Reference lists of 
relevant publications were also reviewed to identify additional 
studies and policy documents.

In addition to peer-reviewed literature, the review 
incorporated grey literature and policy documents obtained 
from national and international institutions, including the 
Kenya Bureau of Standards (KEBS), Kenya National Bureau of 
Statistics (KNBS), Micro and Small Enterprises Authority 
(MSEA), Competition Authority of Kenya (CAK), 
Communications Authority of Kenya (CA), Anti-Counterfeit 
Authority (ACA), the International Labour Organisation (ILO), 
the World Bank, and the African Development Bank (AfDB). 
Particular attention was given to documents relating to 
standards regulation, MSME development, digital trade, 
consumer protection, and market surveillance. The legislative 
review focused on Kenya’s standards and regulatory 
environment and examined the Standards Act (Cap 496), 

FIGURE 1 

Conceptual model.
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Pharmacy and Poisons Act (Cap 244), Public Health Act (Cap 
242), Trade Descriptions Act (Cap 505), Weights and Measures 
Act (Cap 513), the Food, Drugs and Chemical Substances (Food 
Hygiene) Regulations No. 106 of 1978, the Climate Change 
(Carbon Markets) Regulations No. 84 of 2024, the proposed 
Standards Bill of 2025, the National Trade Policy, Kenya Vision 
2030, the National Industrial Transformation Strategy, the 
Bottom-Up Economic Transformation Agenda (BETA), and 
relevant KEBS policy documents, including the MSME Policy 
(2023), the Baseline Survey on the Status of Implementation of 
Standards in Kenya (2024), and the Baseline Study on the 
Standards Regulatory Framework, MSME Compliance, and 
Online Marketplace Regulatory Gaps in Kenya (2025).

Sources were selected based on their relevance to MSME 
formalisation, informal trade, standards compliance, behavioural 
barriers, digital commerce, and regulatory governance. The 
review primarily considered studies published between 2015 and 
2026, although seminal theoretical works and key legislative 
instruments were retained where necessary to provide 
conceptual and policy context. Studies focusing exclusively on 
large formal enterprises, sources lacking empirical, theoretical, 
or policy relevance, and inaccessible or duplicate publications 
were excluded.

The selected evidence was synthesised using a narrative 
thematic approach. Data were extracted and organised around 
recurring themes, including standards and regulatory gaps, 
MSME inclusion challenges, behavioural determinants of 
compliance, digital marketplace governance, consumer 
protection, and enforcement mechanisms. Behavioural 
economics concepts such as bounded rationality, present bias, 
loss aversion, cognitive overload, social proof, and institutional 
trust were used as analytical lenses to interpret patterns 
observed across the literature. Findings from legislation, policy 
documents, institutional reports, and empirical studies were 
subsequently triangulated to identify convergent themes and 
inform the development of the proposed implementation 
framework and behavioural pathway to a digital compliance 
ecosystem in Kenya.

The study presented some limitations. It mainly relied on 
secondary data and published sources, which may not fully 
capture the fast-changing informal markets and digital 

commerce ecosystems. Additionally, the proposed framework 
has not yet undergone primary empirical testing. However, 
integrating multiple evidence sources and triangulating 
academic, legislative, institutional, and market data strengthened 
the robustness and credibility of the review results.

Table 1 outlines the four-step methodology employed in this 
study. It begins by evaluating Kenya’s standards and regulatory 
environment, then explores the inclusion of MSMEs and the 
challenges they face in digital marketplaces. Finally, it 
consolidates these insights into a practical framework for 
formalising the informal sector.

4 Findings and discussion

4.1 Standards, landscape, and gaps 
affecting formalisation

Kenya’s standards framework is anchored in a wide range of 
laws and regulations that collectively shape the nation’s 
strategies for quality assurance, market access, and consumer 
protection. Core frameworks include the Standards Act (Cap 
496, 1974, revised 2012), which established the Kenya Bureau of 
Standards (KEBS) and mandates the development and 
enforcement of Kenya Standards. (KS); the Pharmacy and 
Poisons Act (Cap 244, 1956, revised 2012); the Public Health 
Act (Cap 242, 1921, revised 2022); the Food, Drugs and 
Chemical Substances Regulations (1978, revised 2022); the Trade 
Descriptions Act (Cap 505, 1977, revised 2012), and the 
Weights and Measures Act (Cap 513, 1987, revised 2022). These 
instruments collectively aim to establish a comprehensive 
framework for certification, enforcement, and surveillance across 
various sectors. The proposed Standards Bill (2025) seeks to 
modernise the system while continuing to prioritise physical 
goods, traditional supply chains, and offline enforcement.

Although these frameworks align with international best 
practices in theory, behavioural and empirical evidence highlight 
structural gaps in how informal MSMEs engage with this 
regulatory system. Kenya’s system enforces a universal 
compliance model that applies equally to micro, small, and large 
firms, requiring them to meet the same standards, processes, 

TABLE 1 Methodological steps.

Step Focus area Key questions Analytical approach Output

1 Standards Landscape 

& Gaps

What is the current regulatory framework for standards? 

Where are the gaps in enforcement and adaptation for 

informal trade?

Policy and legislative review; gap 

analysis

Mapping of standards ecosystem 

and identification of regulatory gaps

2 MSME Inclusion 

Gaps

How are MSMEs and informal traders addressed in 

standards policy? What barriers exist to their 

participation?

Review of MSME data 

Review of standards regulatory 

framework on MSME inclusion

MSME Inclusion Gap in Kenya’s 

Standards and Regulatory 

Framework

3 Online Marketplace 

Gaps

How do digital platforms and social commerce affect 

standards compliance? What are the unique challenges in 

e-commerce?

Market data analysis, platform 

review, regulatory mapping

Identification of compliance and 

quality assurance gaps in digital 

trade

4 Implementation 

Framework

What practical interventions can bridge the standards gap 

for informal traders? How can a toolkit be designed for 

scalability and impact?

Synthesis of findings, Framework 

development inculcating the first 3 

steps

Implementation roadmap and 

behavioral pathway for compliance.
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and documentation demands. Behavioural economics 
demonstrates that small enterprises or individuals, when 
confronted with high upfront costs, complex administration, and 
substantial cognitive demands, tend to experience decision 
fatigue, choice overload, and present bias (Akello, 2024; 
Esubalew, 2024; Moaaz and Mansour, 2025; Usen, 2025). This 
leads them to prioritise immediate survival rather than long- 
term compliance benefits. As a result, informal MSMEs see 
compliance as mentally exhausting, expensive, and risky, which 
strongly encourages them to stay outside the formal standards 
system. Comparative analyses from Indonesia (Maulani et al., 
2023), Brazil (Thaline et al., 2025), and India (Sudan and 
Taggar, 2025), where digitally facilitated certification, phased 
compliance pathways, and standards explicitly tailored for 
MSMEs have been implemented, demonstrate that minimising 
obstacles and streamlining procedures substantially enhance 
compliance. Kenya’s continued enforcement of a uniform 
standards regime thus inadvertently reinforces loss aversion and 
risk avoidance among small enterprises, rendering informality a 
rational behavioural response.

Devolution has not yet addressed these issues (Kanyinga, 2016; 
Otele, 2026). County licensing laws and bylaws specify standards 
for safety, hygiene, and market regulation, but enforcement 
varies widely, leading to arbitrary fee duplication and conflicting 
directives that hinder formalisation. Consequently, many 
microenterprises operate outside the regulatory framework, 
missing opportunities for quality improvement, market access, 
or integration into formal value chains. Broader industrial 
policies, such as the 2012 National Industrialisation Policy and 
its 2025 review, focus on export readiness and value chain 
integration (Ministry of Industrialisation, 2012; State 
Department for Industry, 2026). Still, their effects on jua kali 
producers (small-scale producers in open-air markets) are 
limited, with few participating in industrial parks.

Kenya’s standards system is further constrained by its focus on 
traditional supply chains. For instance, KEBS’ primary 
enforcement instruments, such as the Pre-Export Verification of 
Conformity (PVoC), Diamond Mark, and Standardisation Mark, 
are tailored for offline inspections and physical markets (KEBS, 
2025). Behaviourally, these processes create high-friction costs, 
requiring interactions with multiple agencies, manual 
paperwork, and travel. These frictions support the status quo 
bias: informal MSMEs generally prefer to continue with familiar 
informal operational methods that demand less time and mental 
effort. In contrast, nations such as India (Shekhar and Rai, 
2025) and South Africa have undertaken initiatives involving 
real-time monitoring systems, platform-integrated automated 
digital certification tools, and compliance prompts (Choudary 
et al., 2020). These tools reduce cognitive hurdles by integrating 
compliance seamlessly into traders’ daily routines.

Kenya’s limited digital enforcement capabilities create a 
regulatory gap in the fast-growing digital and social commerce 
sectors, leading to moral hazard (KEBS, 2024, 2025). Online 
traders perceive a minimal risk of detection and enforcement, 
which, coupled with optimism bias, encourages the proliferation 
of substandard and counterfeit products. Unfortunately, the 
standards framework currently lags the rapid evolution of digital 
marketplaces, AI, and green markets such as carbon and climate 
initiatives. There are noticeable gaps in e-commerce regulation, 

digital labelling, carbon verification, and medical technology 
standards, indicating a broader delay in green transition efforts 
and Industry 4.0 updates (KEBS, 2024, 2025). As the global 
economy shifts towards digital compliance, circularity, and 
traceability, Kenya risks falling behind unless it quickly develops 
new Kenya Standards (KS) that incorporate emerging 
technologies like automated conformity assessment, digital 
product passports, and blockchain.

Institutional fragmentation worsens these challenges. 
Enforcement duties are spread across various ministries and 
agencies, with minimal coordination, especially for digital trade 
(KEBS, 2025). Behaviorally, such fragmentation causes 
information asymmetry and confusion costs. When rules seem 
contradictory or unclear, small traders often experience decision 
paralysis and revert to simpler informal practices. Countries like 
Brazil (Morini et al., 2024) and Indonesia (Rahman et al., 2024) 
have begun integrating standards oversight with efforts to 
reduce administrative complexity, regulate digital commerce, 
and build trust in formal systems. In Kenya, however, the lack 
of a dedicated e-commerce law and overlapping institutional 
mandates force MSMEs to navigate a complex web of 
requirements, undermining confidence in regulatory institutions 
and increasing dependence on peer networks, where informal 
norms prevail (KEBS, 2025).

Compliance patterns mirror these behavioural barriers. Only 
23% of SMEs comply with Kenya standards compared with 
nearly 77% of large firms. Research indicates that small firms 
experience significant cognitive and administrative challenges. 
These are worsened by a scarcity mindset, which hampers their 
capacity for long-term planning and compliance (KEBS, 2024). 
When simplified, behaviorally informed interventions such as 
reminders, stepwise approvals, micro-certification schemes, or 
peer-based learning models are implemented worldwide, 
compliance among informal firms tends to improve.

Kenya’s standards framework is still not well-suited to 
informal trade. Existing programs and awareness campaigns 
mainly target formal MSMEs. However, if informal traders had 
the same level of institutional knowledge, literacy, and 
operational stability, which is often not the case, they would 
benefit equally. Informal traders depend heavily on peer 
learning, experiential knowledge, and social norms, which makes 
traditional training methods misaligned with their behavioural 
realities. Successful initiatives in Brazil (Morini et al., 2024; 
Thaline et al., 2025) and India (Shekhar and Rai, 2025; Sudan 
and Taggar, 2025) show that interventions targeting the 
informal sector, especially those that blend behavioural nudges 
with digital technologies, can increase compliance without 
creating excessive cognitive or financial demands.

In summary, Kenya’s standards regime is fundamentally 
sound in its technical aspects; however, it exhibits behavioural 
misalignment. It establishes barriers to trust, introduces 
administrative challenges, and imposes significant cognitive 
demands on informal MSMEs. Additionally, it lacks digital 
pathways to promote adoption and unintentionally reinforces 
informal norms by failing to consider how firms make decisions 
under uncertainty. Addressing these gaps requires regulatory 
reforms that incorporate behavioural insights, such as 
simplification, digital tools, nudges, social proof, and trust- 
building, while adapting to local constraints and contexts 
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(KEBS, 2023, 2024, 2025). Kenya needs to update and harmonise 
its standards framework, a process that requires coordinated 
action between national and county governments. This includes 
boosting institutional capacity, tailoring compliance procedures, 
encouraging behavioural change, and expanding digital tools for 
the informal sector. Without these measures, the divide between 
policy objectives and actual outcomes will continue to widen.

4.2 MSME inclusion gaps and behavioural 
insights

In Kenya, MSMEs form the backbone of the private sector, 
accounting for approximately 10.4 million businesses and 90% 
of all private-sector enterprises. This extensive network 
underscores its crucial role in spurring economic activity and 
encouraging entrepreneurship nationwide, as noted in the latest 
data from the Micro and Small Enterprises Authority (MSEA, 
2024). Figure 2 presents the distribution of MSMEs in Kenya, 
clearly showing that informal MSMEs account for the largest 
share of the country’s total MSMEs.

Among these, formal MSMEs number approximately 1.9 
million, mainly small-scale operations: 90.1% are 
microenterprises, 9.1% are small, and only 0.8% are medium- 
sized. In contrast, the informal sector is significantly larger, with 
8.5 million MSMEs, highlighting the grassroots nature of much 
of Kenya’s business scene. According to MSEA (2024), these 
informal businesses are predominantly involved in trade (65%), 
followed by services (17%), agribusiness (11%), and 
manufacturing (7%). Geographically, they are primarily located 
in rural areas (66.1%), with the remaining 33.9% in urban 
centres, underscoring the sector’s deep embeddedness in both 
rural livelihoods and city economies (MSEA, 2024).

Despite comprehensive legislation and regulatory systems in 
Kenya, the current framework fails to account for the 
behavioural realities and constraints of informal MSMEs. 
Table 2 outlines deficiencies in the inclusion of informal 
MSMEs in Kenya’s regulatory framework.

None of the laws or regulations offers MSME-specific 
adaptations, exemptions, or simplified procedures, effectively 
treating small firms as if they face the same operational, 

financial, and cognitive challenges as large enterprises. 
Nevertheless, informal MSMEs face significant compliance 
challenges primarily due to behavioural barriers ingrained in 
these systems, rather than legislative inadequacies. A behavioural 
economics perspective explains why even well-intentioned 
informal MSMEs frequently underperform or avoid engaging 
with formal regulatory procedures (KEBS, 2024, 2025).

First, complexity and cognitive load greatly influence informal 
MSME behaviour. Regulations such as the Pharmacy and Poisons 
Act, the Food Hygiene Regulations, and the Standards Act are 
administratively demanding and technically dense. For small 
entrepreneurs managing daily survival, high information 
complexity leads to rational inattention and decision fatigue. 
This makes compliance seem costly, distant, or unimportant. 
The lack of simplified standards, tiered requirements, and user- 
friendly templates exacerbates these cognitive barriers (KEBS, 
2025).

FIGURE 2 

MSME distribution in Kenya.

TABLE 2 MSME inclusion Gap in Kenya’s standards and regulatory framework.

Standard/ 
System

Key Legislation/ 
Policy (Year)

What’s Missing

Kenya Standards 

(KS)

Standards Act (Cap 496, 

1974, rev. 2012); 

Standards Bill (2025); 

Public Health Act (Cap 

242, rev. 2022); all 

subsidiary legislation

• Informal MSME-specific 

KS, simplified certification, 

phased compliance, 

technical support

Food Safety/ 

Hygiene

Food Hygiene 

Regulations (1978, rev. 

2022); Public Health 

Act (Cap 242, rev. 

2022); Standards Act 

(Cap 496, 1974, rev. 

2012); Standards Bill 

(2025)

• Informal MSME-friendly 

hygiene protocols, 

subsidized licensing/ 

inspection, training

Pharma/Poison Pharmacy and Poisons 

Act (Cap 244, 1956, rev. 

2012); Standards Act 

(Cap 496, 1974, rev. 

2012); Standards Bill 

(2025)

• Informal MSME-adapted 

pharma standards, 

simplified 

registration, mentorship

National metrology 

institute/Weights 

and Measures

Weights and Measures 

Act (Cap 513, 1987, rev. 

2022); Standards Bill 

(2025)

• Informal MSME-accessible 

calibration, mobile 

verification, 

group certification

Trade 

Descriptions/ 

Labelling

Trade Descriptions Act 

(Cap 505, 1977, rev. 

2012); Standards Bill 

(2025); Public Health 

Act (Cap 242, rev. 2022)

• Informal MSME labelling 

templates, legal clinics, 

simplified 

compliance guides

Environmental/ 

Carbon Markets

Climate Change 

(Carbon Markets) 

Regulations (2024); 

Standards Bill (2025)

• Informal MSME entry 

support, micro-project 

certification, 

technical assistance
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Secondly, liquidity constraints and present bias elucidate the 
enduring disparity between long-term advantages and 
immediate compliance costs (Moaaz and Mansour, 2025). 
MSMEs tend to prioritise immediate, tangible expenses, such as 
inventory or rent, over long-term investments in regulatory or 
quality approvals. Without mobile verification services, phased 
compliance, or subsidised inspections, regulatory systems 
reinforce this present bias, making formalisation feel like an 
uncertain and delayed payoff.

Third, limited self-efficacy and perceived procedural fairness 
affect compliance decisions. Many informal MSMEs see regulatory 
institutions as complicated, unclear, or meant for larger companies. 
This view reduces trust and diminishes intrinsic motivation to 
comply with regulations. The absence of mentorship, difficult-to- 
access calibration services, and vague labelling guidance reinforces 
the feeling that “compliance is not for people like me”, a common 
behavioural barrier rooted in learned helplessness and identity 
influences (Esubalew, 2024; Usen, 2025).

Fourth, social norms and peer effects significantly influence 
behaviour (Kalembe et al., 2025). In sectors such as informal 
pharmaceuticals or food production, entrepreneurs frequently 
imitate peers working outside formal systems. When non- 
compliance is the prevalent norm, the perceived legitimacy of 
regulatory frameworks diminishes. The lack of robust MSME 
support structures, such as community-based training or group 
certification, hinders the development of positive compliance norms.

Finally, even small friction costs, such as paperwork, multiple 
visits, and travel for calibration, have outsized impacts on informal 
MSMEs (Hendriks et al., 2022; Wiseman, 2023). Behavioural 
economics indicates that even minor administrative obstacles 
can significantly lower participation in beneficial programs. In 
Kenya, the current systems, such as complex registration 
processes, centralised metrology services, and detailed carbon 
market documentation, create many of these friction points. 
Reducing these barriers through one-stop support, digital 
guidance, mobile services, or other means can significantly boost 
compliance (KEBS, 2025).

Viewed through a behavioural lens, the challenge is not just 
regulatory misalignment but also the buildup of procedural, 
financial, and cognitive friction that influences informal MSME 
decision-making. By employing targeted nudges, simplification, 
normative cues, trust-building strategies, and phased 
implementation, existing laws can be made more accessible for 
small enterprises. This behavioural approach clarifies current 
compliance challenges and highlights the importance of 
informal MSME-centered design for successful regulation 
and enforcement.

4.3 Online marketplace gaps

Kenya’s e-commerce sector continues to grow rapidly, with 
revenue reaching USD 900 million in 2024 (International Trade 
Administration, 2024) and an expected penetration rate of 
53.6% by 2025 (CIO Africa, 2025). The digital economy aims to 
contribute KSh 662 billion by 2028 (CAK, 2025). MSMEs play a 
key role, providing about 15 million jobs and accounting for 
34% of GDP (MSME, 2025). Many operate informally on social 
commerce platforms or in local fashion, grocery, and beauty 

product markets, with low barriers to entry. Figure 3 presents 
the number of online platform users from 2020 to 2025. 
Internet users increased from around 22.86 million in 2020 to 
over 27.4 million in 2025, driven by the expansion of mobile 
broadband, smartphone use, and rising e-commerce activity. 
Despite fluctuations that dropped to roughly 17.9 million in 
2023 and then rebounded to 22.7 million in 2024 (Statista, 
2025), the overall trend shows strong growth in 
digital connectivity.

Although digital marketplaces see high participation, the 
adoption of standards and compliance remains limited. This is 
due to both legislative gaps and behavioural barriers. KEBS’s 
current market surveillance approach is primarily physical and 
fails to address the prevailing tendencies and default biases that 
lead sellers to ignore formal standards in online trade (KEBS, 
2025). The lack of real-time monitoring tools, automated seller 
verification, and digital nudges on platforms like Masoko, Jiji, 
Kilimall, Jumia, and Copia allows informal practices to persist 
without oversight. From a behavioural standpoint, sellers 
experience cognitive overload, limited visibility into compliance 
obligations, and a minimal perceived risk of enforcement, which 
together sustain non-compliance. Consequently, Kenya’s fast- 
growing digital economy fails to enforce product-quality 
standards, exposing consumers to counterfeit, substandard, 
unsafe, or non-compliant products (KEBS, 2025). This 
highlights the importance of implementing a behaviorally 
informed, digitally integrated compliance system that leverages 
defaults, reputational incentives, and real-time monitoring to 
promote market conduct aligned with established standards.

When incorporating conversational channels and social 
commerce, the overall digital commerce transaction value in 
Kenya is estimated to reach approximately US$3.1–4 billion in 
2024, underscoring the pivotal role of socially mediated, 
informal transactions (Statista, 2025). Table 3 presents the 
usage of major e-commerce platforms in Kenya. As of early 
2025, internet penetration stands at approximately 48%, with 
about 27.4 million users, while social media users reach 15.1 
million, representing 26.5% of the population (DataReportal, 
2025). Behavioural economics explains the rapid uptake of 
social commerce by highlighting factors such as social proof, 
low barriers to entry, and the adoption of default heuristics, 
which motivate both consumers and MSMEs to engage in 

FIGURE 3 

Growth in online platform use in Kenya.
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online transactions. Surveys show that 49% of Kenyans have 
purchased products through platforms such as Facebook, 
Instagram, WhatsApp, and TikTok, while more than 40% of 
internet users in key African markets report engaging in similar 
activity (Sagaci Research, 2024). This change is especially 
noticeable among MSMEs, which rely on trust built through 
relationships and convenience heuristics to avoid traditional 
marketplaces. Behavioural principles such as the commitment- 
consistency heuristic, peer influence, and trust in familiar 
sellers strengthen informal sales patterns. While M-Pesa and 
other mobile payment systems have boosted growth, these 
behavioural patterns also exacerbate quality assurance and 
compliance issues, such as inadequate verification processes and 
the spread of counterfeit products. As a result, unless measures 
are taken to reconfigure incentives, set defaults that favour 
verified sellers, and make standards more visible, informal 
practices continue to be reinforced through behaviour. This 
ongoing reinforcement weakens consumer protection and 
efforts toward formalisation.

Table 4 presents the key social media platforms in Kenya and 
their role in MSME e-commerce distribution. The table highlights 
platforms such as Facebook, WhatsApp, TikTok, Instagram, and 
traditional online marketplaces utilised by informal MSMEs. 
These e-commerce platforms intensify existing systemic issues in 
Kenya’s digital marketplace. The inherently trust-dependent 
aspect of social commerce, which relies on influencers, chat 
interactions, and peer recommendations, postpones the 
detection of inferior or counterfeit products. This delay accounts 
for e-commerce-related complaints reported by the Competition 
Authority of Kenya (CAK) and cases of unintentional 

counterfeit transactions identified by the Anti-Counterfeit 
Authority (2022). Product discovery continues to be 
predominantly hybrid in nature: 63% of Kenyan consumers 
initiate their searches through search engines (for example, 
Google queries such as “best electronics Nairobi”), whereas 51% 
utilise social media platforms, and 58% depend on reviews to 
inform their purchasing decisions (U.S. Department of 
Commerce, 2024). Informal MSMEs often underuse Search 
Engine Optimisation (SEO) due to limited digital literacy, 
leading them to rely more on unregulated social listings. 
Although paid advertisements on WhatsApp, Facebook, TikTok, 
and Instagram broadcasts offer affordable entry into the market, 
advanced digital marketing strategies, such as optimised content 
and retargeting, are rarely employed by micro-sellers. These 
practices deepen information asymmetries, enabling the 
manipulation of ratings and reviews to sustain low-quality 
listings. This, in turn, undermines consumer protection and 
worsens gaps in seller verification within Kenya’s digital 
trade ecosystem.

Figure 4 shows the number of consumer complaints that led 
to investigations from 2015 to 2023 (Competition Authority of 
Kenya, 2016, 2022, 2023a, b). Data from online marketplaces 
indicate a significant and sustained rise in consumer 
protection complaints about misleading listings, low-quality 
products, deceptive tactics, and counterfeit items (Anti- 
Counterfeit Authority, 2022). These complaints mainly 
concern informal MSME sellers on platforms such as Facebook 
Marketplace, Jiji, Jumia, and OLX, where low barriers to entry 
enable quick onboarding but offer little in terms of 
quality verification.

TABLE 3 Usage of Major E-commerce platforms in Kenya.

Platform Recent Usage Indicators Interpretation Surveillance Gap

Jumia - Weekly activer users: 1.8–2M + (Q1 2025) 

- 60% of orders from rural areas 

- 1,300 + pickup points (2024) ( Jumia 

Technologies AG, 2025)

Kenya’s largest digital 

marketplace; wide national 

footprint

Very Low/Nearly Non-Existent. Surveillance remains 

overwhelmingly physical, with minimal capacity to track online 

vendors or product listings in real time.

Kilimall - More than 10 million registered users and an 

average of over 1 million monthly visitors 

(Otiato, 2024).

Significant mid-tier platform Very Low/Nearly Non-Existent. 

No structured digital surveillance mechanism exists.

Jiji Kenya -Approximately 2.3 million monthly visits 

(Similarweb, 2026) 

- Major C2C marketplace

Extremely popular for peer-to- 

peer and second-hand goods

Almost Zero Surveillance. 

Difficult to track listings and cannot verify the origin or 

compliance of goods sold. Physical inspections cannot capture 

most digital transactions.

Copia - 2M customers 

- 30,000 agents in 27 counties (Business Daily 

Africa, 2024)

Strong in rural/low-connectivity 

areas

Very Low. 

Surveillance is limited to physical audits of agents and sampled 

goods

Masoko 

(Safaricom)

- Known platform; limited public usage 

statistics

Benefits from Safaricom 

ecosystem

Very Low/Not Systematically Conducted. 

No publicly documented digital-surveillance activity; compliance 

checks are physical

Green spoon over 400,000 orders to more than 60,000 

customers (Greenspoon, 2025).

Popular for high end organic- 

focused products

Very Low/Not Systematically Conducted. 

No publicly documented digital-surveillance activity; compliance 

checks are physical and not platform-based. 

No KEBS product mark schemes (like S-Mark)
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4.4 Key quality assurance and compliance 
gaps in Kenya’s e-commerce

From a behavioural economics perspective, the deficiencies in 
quality assurance and compliance within Kenya’s e-commerce 
sector for informal MSMEs extend beyond mere technical or 
regulatory shortcomings; they are fundamentally rooted in the 
trust dynamics, heuristics, and incentives that influence the 
behaviour of both consumers and sellers in digital marketplaces. 
The recurrent discrepancy between advertised and actual 
product quality exemplifies a classic case of information 
asymmetry (Osuri and Ghabon, 2025), in which sellers possess 
more comprehensive knowledge of the goods’ true quality than 
buyers. In the absence of effective verification mechanisms, 
platforms function as passive intermediaries, leaving consumers 
to rely on imperfect indicators such as seller ratings, reviews, or 
images (Anti-Counterfeit Authority, 2025; Njogu and Associates 

Legal team, 2026; Oduor, 2025; Osuri and Ghabon, 2025). This 
environment heightens the risk of adverse selection: sellers 
offering counterfeit or inferior goods are motivated to enter the 
market, cognizant of the low probability of detection or 
sanctions. Consequently, repeated negative experiences, such as 
receiving spoiled or incorrect products, diminish consumer 
trust, prompting a considerable proportion of users to abandon 
platforms after such encounters (Cao, 2023). This erosion of 
trust is a behavioural tipping point, as it not only reduces repeat 
purchases but also discourages legitimate sellers and new 
entrants, creating a vicious cycle of declining quality 
and participation.

The widespread non-compliance with standards in Kenya’s 
digital marketplaces is worsened by the absence of digital 
enforcement measures and the requirement for KEBS 
verification of online listings (KEBS, 2025). From a behavioural 
standpoint, the lack of clear, visible compliance indicators and 
the low likelihood of enforcement reduce informal MSMEs’ 
perceived risk of non-compliance. When compliance costs are 
high, and the chance of detection is low, rational actors tend to 
seek shortcuts and rule-bypassing (Akello, 2024; Maulani et al., 
2023; Moyo, 2022). This issue is especially pronounced among 
small businesses and rural users, who may already feel alienated 
from formal institutions and view regulatory requirements as 
distant or unimportant (Alam et al., 2015). This creates a 
higher-risk market and a widening gap in consumer protection 
between urban and rural areas.

Regulatory fragmentation and the absence of a comprehensive 
e-commerce law create additional behavioural hurdles (KEBS, 
2025). Fragmented policies across various agencies and 
inconsistent enforcement heighten decision fatigue and 
uncertainty for both buyers and sellers. The involvement of 
foreign platforms further complicates jurisdictional issues, 
making it difficult for local participants to anticipate outcomes 
or seek redress. In this setting, ambiguity aversion and cognitive 
overload may lead to inertia, causing consumers to become 

TABLE 4 Key social Media platforms and their role in MSME E-commerce distribution.

Platform Estimated Usage/ 
Prevalence (2024– 

2025)

Primary MSME 
Use Cases

Share of Social/ 
Digital Purchases

Quality/Compliance 
Challenges

Source

Facebook (incl. 

Marketplace)

55.2% of internet users; 13.01 

million users.

Local listings, C2C/ 

B2C sales 

(electronics, fashion)

Dominant for informal/ 

social buys (40%–50% of 

social commerce)

High counterfeit/substandard 

goods; fake profiles; frequent 

CAK/ACA complaints

(DataReportal, 2025, 

CAK, 2023a, b)

WhatsApp >50% penetration Direct orders, Primary closure channel 

(40%–60% of social 

transactions)

Anonymous sellers; no quality 

checks; scam/non-delivery risks

(DataReportal, 2025)

TikTok (incl. Shop/ 

Live)

29%–40% usage; fastest-growing Viral videos, live 

shopping (beauty, 

electronics)

Growing rapidly (15%– 

25%, esp. youth/Gen Z)

Emerging dropshipping 

counterfeits; unverified sellers

(DataReportal, 2025)

Instagram 

Shopping

40%–50% among urban/youth Visual showcases, 

influencer sales

20%–30% of social buys Misleading visuals; lax 

verification

(DataReportal, 2025; 

Sagaci research, 

2024)

Traditional 

Marketplaces 

(Jumia, Jiji, etc.)

5–8 million users. broader 

digital commerce participation, 

may reach 12–15 million users

Structured listings, 

logistics

Declining relative to 

social among MSMEs

Significant counterfeits (31% 

online fakes) but better 

oversight than social

(DataReportal, 2025; 

Sagaci research, 

2024)

FIGURE 4 

CAK consumer cases investigated between 2015/16 to 2022/2023 
financial year (Competition Authority of Kenya, 2016, 2022, 
2023a, b).
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more disengaged or cautious and MSMEs to revert to 
informal practices.

The widespread occurrence of counterfeit products in digital 
commerce is directly attributable to behavioural and intentional 
deficiencies. With 31% of online transactions involving 
counterfeit items and nearly 70% of consumers unknowingly 
purchasing fakes, the market demonstrates significant moral 
hazard (Anti-Counterfeit Authority, 2025). Sellers, aware that 
detection is unlikely and penalties are minimal (Osuri and 
Ghabon, 2025), are motivated to misrepresent their products, 
while consumers, lacking reliable verification tools, are 
compelled to rely on heuristics such as popularity or price, often 
to their disadvantage. Additionally, manipulated ratings and 
reviews further distort consumer decision-making, as individuals 
rely on social proof that may be misleading or artificially 
inflated. For legitimate MSMEs, this scenario creates an uneven 
competitive landscape, as they must contend with unscrupulous 
competitors who face lower compliance costs and can 
underprice them.

Ineffective complaint resolution mechanisms introduce an 
additional source of behavioural resistance. When consumers 
perceive that their grievances are unlikely to be adequately 
addressed or that the process is laborious and protracted, they 
are less inclined to report problems or seek redress, thereby 
fostering a culture of low accountability (Kyenze and Wambugu, 
2024; Nyaga, 2022). For MSMEs, substantial compliance costs 
and the uncertainty arising from fragmented enforcement 
discourage investment in quality improvements and 
formalisation, thereby perpetuating informality and impairing 
market efficiency.

In summary, the behavioural economics view shows that 
Kenya’s e-commerce compliance issues are not merely technical 
or legal but rooted in how incentives, trust, information, and 

cognitive biases influence participants’ behaviour. Closing these 
gaps involves more than regulatory changes and digital 
monitoring; it also requires implementing behavioural 
interventions such as clear compliance signals, platform nudges, 
and trust-enhancing strategies. These measures aim to shift 
norms, reduce perceived compliance costs, and restore 
confidence among MSMEs and consumers in the digital market.

5 Framework for implementation

The development of the implementation framework is based 
on insights from the earlier analytical steps. Figure 5 highlights 
the stages that would enable Kenya to implement a behavioural 
compliance ecosystem. The standards landscape assessment 
(Step 1) identifies regulatory gaps that influence compliance 
behaviour among informal and MSME traders. The MSME 
inclusion analysis (Step 2) pinpoints the structural and 
behavioural barriers that limit engagement with the standards 
ecosystem. The digital marketplace assessment (Step 3) further 
shows how social and online commerce environments create 
new friction points, incentives, and compliance risks. 
Collectively, these diagnostics provide the behavioural, 
regulatory, and market-level evidence needed to shape the 
implementation framework, ensuring that the interventions are 
grounded in analysis and reflect the realities of decision-making 
for digital and informal traders.

The analysis indicates that, for Kenya, creating an effective 
compliance ecosystem involves more than just regulatory 
changes; it requires understanding the behavioural factors that 
influence digital platforms, consumers, and MSMEs. Traditional 
regulations often assume rational decision-making, but informal 
trade realities highlight the roles of loss aversion, information 

FIGURE 5 

Implementation framework.
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gaps, bounded rationality, and cognitive overload. Applying 
behavioural economics provides a framework for developing 
compliance systems that not only establish rules but also shape 
the decision-making environment of market participants. This 
thinking aligns with the findings of Thaline et al. (2025), whose 
study of formalisation in Brazil concluded that “policymakers 
must carefully weigh not only the extent of enforcement but also 
whether the regulatory environment allows firms to sustain 
compliance”. The implementation framework is therefore 
developed based on this understanding.

The initial component of the framework focuses on 
developing informal MSME-specific standards and certification 
pathways that address behavioural barriers to compliance. Many 
informal MSMEs face significant cognitive limitations, including 
limited information processing capacity, time constraints, and a 
high perceived cost of navigating complex standards. These 
issues lead to behaviours such as sticking to the status quo, 
cognitive overload, and bounded rationality, which can result in 
disengagement or procrastination in formal compliance efforts. 
To mitigate these barriers, KEBS should develop simplified, 
sector-specific standards presented in clear, easy-to-understand 
formats. A tiered standards system, serving as the default 
compliance route, would automatically assign micro and small 
enterprises to a baseline level, allowing them to advance 
gradually as their capacity improves (KEBS, 2025). Incorporating 
peer benchmarking, pre-filled application forms, and digital 
dashboards can leverage effort-reduction heuristics, nudges, and 
social proof to reduce friction costs, encourage participation, 
and ensure accessibility and fairness.

Importantly, these efforts should be integrated into a 
Standardisation and Market Access Toolkit: a digital, easy-to-use 
guide that simplifies standards, helps MSMEs follow a clear 

compliance process, and outlines straightforward routes to 
formal markets. By highlighting standards, lowering perceived 
costs, and making progress seem achievable, the toolkit could 
help tackle both behavioural and structural barriers to 
formalisation. This resource not only encourages compliance but 
also builds trust, boosts market participation, and promotes 
inclusive economic growth aligned with the goals of Kenya’s 
national quality infrastructure and, eventually, regional and 
continental scaling through the African Continental Free Trade 
Area (AfCFTA).

The framework can be broken down further to identify the 
specific aspects required for each step, providing a clear 
behavioural pathway to a stronger digital compliance ecosystem 
in Kenya, as shown in Figure 6 below. The image further breaks 
down the three-step behavioural framework to strengthen digital 
compliance in Kenya by addressing MSME standards, regulating 
online marketplaces, and improving digital market surveillance. 
The overall goal is to create a formal digital ecosystem in which 
compliance becomes the natural and preferred choice, driven by 
improved systems, incentives, and smarter enforcement 
mechanisms.

The second component involves creating standards to regulate 
online marketplaces by using platform architecture to shape 
compliance behaviour. Digital platforms often operate in 
environments with high anonymity, low barriers to entry, and 
asymmetric information between buyers and sellers, conditions 
that can lead to opportunistic behaviour, as explained by 
Akerlof’s market-for-lemons theory. To address this, platform 
design should incorporate compliance defaults and nudges that 
promote pro-social actions. Requiring seller verification during 
onboarding serves as the default, making it more prominent and 
reducing impersonation risks. Behaviorally informed cues such 

FIGURE 6 

Behavioural pathway for digital compliance.
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as quality ratings, verified badges, trust markers, and warning 
labels trigger loss aversion and reputation incentives, shaping 
seller conduct and influencing consumer choices. Featuring 
verified sellers in search results uses choice architecture to steer 
consumers toward compliant sellers, creating indirect market 
pressure for standards. Adding commitment devices, like digital 
pledges to maintain quality standards, further encourages 
ongoing compliance by leveraging consistency preferences.

The third component involves developing a specialised digital 
market-surveillance policy that encompasses both technological 
and behavioural strategies. Online marketplaces frequently 
enable opportunistic actors to exploit low detection probabilities, 
perceived anonymity, and ambiguous jurisdictional boundaries 
to engage in non-compliant activities. An enforcement approach 
informed by behavioural insights should aim to amplify the 
perceived likelihood of detection, a critical factor in deterrence 
identified by behavioural economics. Automated web-scraping 
tools can function as consistent surveillance mechanisms, 
monitoring listings for risky sellers or false claims. Predictive 
analytics, guided by behavioural indicators such as suspicious 
pricing, repeated product delistings, and high return rates, assist 
regulators in concentrating enforcement efforts through a 
targeted-risk strategy, thereby enhancing efficiency and fairness. 
For sellers who frequently violate rules, introducing small, 
intentional obstacles, like requiring extra verification before 
relisting, uses behavioural friction theory to discourage 
misconduct without heavy penalties. Furthermore, formal data- 
sharing agreements between platforms and regulators can close 
information gaps and increase transparency, changing sellers’ 
perceptions of anonymity and impacting their compliance choices.

Collectively, these interventions create an enabling 
behavioural ecosystem in which compliance becomes easier, 
more intuitive, and more rewarding than non-compliance. 
Rather than relying solely on traditional command-and-control 
regulation, this framework uses incentive-compatible structures, 
strategic defaults, and behaviourally informed design to 
sustainably shift market behaviour. By aligning Kenya’s digital 
compliance systems with the actual decision-making patterns of 
informal MSMEs, platforms, and consumers, the approach 
strengthens both participation in formal standards and trust 
within digital marketplaces, contributing to a more resilient and 
inclusive regulatory environment.

6 Conclusion

Kenya’s informal sector contributes significantly to the 
economy, but limited adoption of standards and digital 
compliance hinders informal MSMEs’ access to formal markets. 
Factors such as behavioural frictions, status quo bias, cognitive 
overload, social norms, and perceived costs help explain why 
traders continue to use informal practices despite the advantages 
of formalisation. This paper introduces a framework that 
combines informal MSME-specific graduated standards, 
platform-based verification, and a digital market-surveillance 
ecosystem to simplify compliance, make it more intuitive, and 
increase its rewards. Policy recommendations include 
streamlining procedures, supporting digital verification, 
incorporating behavioural nudges, and offering incentives that 

make formalisation easier and more appealing. Future research 
should assess the framework’s effectiveness and scalability in 
Kenya and other African informal markets. By combining 
behavioural and structural reforms, this approach provides a 
replicable model for boosting market participation, protecting 
consumers, and building trust in institutions.

Author contributions

EN: Supervision, Funding acquisition, Writing – review & 
editing, Resources. JN: Conceptualization, Formal analysis, 
Methodology, Resources, Validation, Writing – original draft, 
Writing – review & editing. CN: Writing – original draft, 
Formal analysis, Resources, Methodology, Conceptualization, 
Validation, Writing – review & editing. VO: Resources, 
Supervision, Writing – review & editing. CG: Data curation, 
Writing – review & editing. AR: Data curation, Writing – review 
& editing. EN: Data curation, Writing – review & editing. GM: 
Data curation, Resources, Writing – review & editing. HR: 
Resources, Supervision, Writing – review & editing. PK: Data 
curation, Resources, Writing – review & editing.

Funding

The author(s) declared that financial support was received for 
this work and/or its publication. This research was funded by the 
Kenya Bureau of Standards.

Acknowledgments

The authors recognise the support of their respective 
institutions in enabling this research. The study was funded by 
KEBS, whose representatives actively participated in all phases, 
including study design, data collection, analysis, and validation. 
Researchers from KCA University collaborated with KEBS to 
bring this project to fruition. Additionally, the authors 
appreciate the stakeholders from Kenya’s MSME sector for their 
valuable insights. Notwithstanding this collaboration, the 
authors retained full responsibility for the interpretation of the 
findings and the final content of the manuscript. All claims 
expressed in this article are solely those of the authors and do 
not necessarily represent those of their affiliated organisations or 
the funder.

Conflict of interest

The author(s) declared that this work was conducted in the 
absence of any commercial or financial relationships that could 
be construed as a potential conflict of interest.

Generative AI statement

The author(s) declared that generative AI was used in the 
creation of this manuscript. Generative AI was used in the 

Ngari et al.                                                                                                                                                             10.3389/frbhe.2026.1860727

Frontiers in Behavioral Economics 16 frontiersin.org

https://doi.org/10.3389/frbhe.2026.1860727
https://www.frontiersin.org/journals/behavioral-economics
https://www.frontiersin.org/


preparation of this manuscript to render the conceptual 
frameworks presented in Figures 4 and 5. Specifically, these 
figures were generated based on detailed, step-by-step textual 
instructions derived solely from the authors’ human-led 
behavioral gap analysis of the KEBS- KCAU baseline report. The 
AI tool served as a graphical visualization assistant only; all 
logical steps, policy recommendations, and final visual outputs 
were manually verified, edited, and approved by the authors to 
ensure 100% accuracy and alignment with the research findings.

Any alternative text (alt text) provided alongside figures in this 
article has been generated by Frontiers with the support of 
artificial intelligence and reasonable efforts have been made to 

ensure accuracy, including review by the authors wherever 
possible. If you identify any issues, please contact us.

Publisher’s note

All claims expressed in this article are solely those of the 
authors and do not necessarily represent those of their affiliated 
organizations, or those of the publisher, the editors and the 
reviewers. Any product that may be evaluated in this article, or 
claim that may be made by its manufacturer, is not guaranteed 
or endorsed by the publisher.

References

Ackom, E. K., Ocansey, E. O. N. D., and Asamoah, F. O. (2025). Tax compliance and 
informal sector dynamics in Sub-Saharan Africa: rethinking revenue mobilization for 
sustainable economic growth. Int. J. Econ. Perspect. 19 (4), 1616–1646. doi: 10.32996/ 
jefas.2025.7.3.6

Adair, P., and Hlasny, V. (2022). “Labour market segmentation and formalising 
informality in MENA countries,” in Proceedings of the 17th Economics & Finance 
Conference, Istanbul (International Institute of Social and Economic Sciences 
(IISES)), 1–24. doi: 10.20472/EFC.2022.017.001

African Peer Review Mechanism (APRM) (2022). A Study on the Opportunities in the 
AfCFTA for Women in the Informal and Cross-border Trade. Addis Ababa: African 
Union. Available online at: https://au.int/sites/default/files/documents/41579-doc- 
STUDY_ON_OPPORTUNITIES_IN_THE_AFCFTA_FOR_WOMEN_IN_INFORM 
AL_AND_CROSS-BORDER_TRADE.pdf (Accessed January 11, 2026).

Akang, A. U. (2024). Regulatory compliance and access to finance: implications for 
business growth in developing economies. Sci. J. Educ. Humanit. Soc. Sci. 1 (2), 
8–23. doi: 10.62536/sjehss.2023.v1.i2.pp8-23

Akello, S. J. (2024). Behavioural economics and consumer insights in Ugandan 
markets. Res. Invent. J. Law Commun. Lang. 3 (3), 55–59.

Alam, K., Sadekin, M. N., and Liton, M. R. I. (2015). Development of rural informal 
sector for eliminating rural poverty in Bangladesh. J. Sci. Technol. 5 (1), 65–73.

Albarrak, L. Y. S. (2022). Designing and Evaluating Technologies to Guide and Nudge 
Navigational Decision- Making. Bristol: University of Bristol.

Amoah, D. K. (2024). How different theories of development address the relationship 
between the urban informal economy and poverty in the labour market. Discov. Glob. 
Soc. 2 (104), 1–13. doi: 10.1007/s44282-024-00131-y

Anti-Counterfeit Authority (ACA) (2022). Anti-Counterfeit Authority Annual Report 
and Financial Statements for the Financial Year 2021/2022.

Anti-Counterfeit Authority (ACA) (2025). Consumer Level Survey Report 2025. 
Nairobi: Anti-Counterfeit Authority. Available online at: https://www.aca.go.ke/ 
images/downloads/publications/consumer-level-survey-report-2025-2.pdf (Accessed 
November 16, 2025).

Association of Southeast Asian Nations-ASEAN (2022). Promoting Decent Work and 
Protecting Informal Workers. Jakarta: ASEAN Secretariat. Available online at: https:// 
asean.org/wp-content/uploads/2022/05/The-ASEAN-Magazine-Issue-21-2022-Infor 
mal-Economy.pdf (Accessed October 20, 2025).

Awasthi, M., and Tripathi, P. (2026). Lemons in the labor market: information 
asymmetry, adverse selection, and credit exclusion in India’s gig economy. 
Int. J. Multidiscip. Res. 8 (3), 1–12. doi: 10.36948/ijfmr.2026.v08i03.78245

Ayeni, A. A. W. (2025). From informality to formality: the interplay of economic 
motivation, future intention, and behavioral control in entrepreneurial 
transitioning. Adm. Sci. 15 (11), 451. doi: 10.3390/admsci15110451

Balde, R. (2021). Essays on Informal Versus Formal Economy Choices. Maastricht: 
Maastricht University. doi: 10.26481/dis.20210610rb

Balogun, M. (2022). Informal economy sector as a catalyst for Nigerian economy 
development and sustainability: a review. Int. J. Econ. Policy 2 (1), 44–53. doi: 10. 
47941/ijecop.921

Blackmore, E., Guarin, A., Vorley, W., Alonso, S., and Grace, D. (2022). Kenya’s 
informal milk markets and the regulation–reality gap. Dev. Policy. Rev. 40 (3), 
1–15. doi: 10.1111/dpr.12581

Boakye, D., Amissah, K., and Sarpong, D. (2026). Adaptive emergence of platform 
governance in contexts of underdeveloped markets and informality. Long Range 
Plann. 59 (3), 1–17. doi: 10.1016/j.lrp.2026.102631

Business Daily Africa (2024). Administrators fast-track sale of Copia assets ahead of 
Kenya exit. Available online at: https://www.businessdailyafrica.com/bd/corporate/ 

companies/administrators-fast-track-sale-of-copia-ahead-of-kenya-exit-4746638
(Accessed January 12, 2026).

Cao, X. (2023). “The impact of fake reviews of online goods on consumers,” in BCP 
Business & Management (BCP Publishing), Vol. 39, 421–426. doi: 10.54691/bcpbm. 
v39i.4208

Cennamo, C. (2021). Competing in digital markets: a platform-based perspective. 
Acad. Manag. Perspect. 35 (2), 265–291. doi: 10.5465/amp.2016.0048

Choudary, S. P., Lamb, J., and Marais, K. (2020). Can Africa Take the Platform Economy 
Forward? Johannesburg: Standard Bank Corporate and Investment Banking. Available 
online at: https://corporateandinvestment.standardbank.com/static_file/CIB/PDF/ 
2020/Insights/African%20Platform%20Business%20Economies/African%20Platform 
%20Business%20Economies%20Paper.pdf (Accessed January 25, 2026).

CIO Africa (2025). Kenya Poised To Lead East Africa’s E-commerce Revolution. 
Available online at: https://cioafrica.co/kenya-poised-to-lead-east-africas-e- 
commerce-revolution/ (Accessed December 9, 2025).

The Climate Change (Carbon Markets) Regulations no. 84n of 2024 (n.d.). Laws of 
Kenya. Available online at: www.kenyalaw.org (Accessed November 10, 2025).

Competition Authority of Kenya (2016). Annual report and financial statements for 
the financial year 2015/2016. Available online at: https://www.cak.go.ke/planning/ 
annual-reports (Accessed November 16, 2025).

Competition Authority of Kenya (2022). Annual report and financial statements for 
the financial year 2021/2022. Available online at: https://www.cak.go.ke/planning/ 
annual-reports (Accessed November 11, 2025).

Competition Authority of Kenya (2023a). Competition Authority of Kenya (CAK)— 
E-commerce Market Study. Available online at: https://www.cak.go.ke/planning/ 
annual-reports (Accessed November 16, 2025).

Competition Authority of Kenya (2023b). Annual report and financial statements for 
the financial year 2022/2023. Available online at: https://www.cak.go.ke/planning/ 
annual-reports (Accessed October 16, 2025).

Competition Authority of Kenya (2025). Kenya E-Commerce Draft Policy. Available 
online at: https://www.cak.go.ke/sites/default/files/Kenya-E-Commerce-Draft-Policy. 
pdf (Accessed September 16, 2025).

Cristofaro, M. (2025). A framework for understanding heuristic shifts and adaptation. 
Mind Soc. 24, 413–435. doi: 10.1007/s11299-025-00340-1

Danquah, M., and Sen, K. (2022). Informal institutions, transaction risk, and firm 
productivity in Myanmar. Small Bus. Econ. 58 (3), 1721–1737. doi: 10.1007/s11187- 
020-00441-w

Dari-Mattiacci, G., Onderstal, S., and Parisi, F. (2021). Asymmetric solutions to 
asymmetric information problems. Int. Rev. Law. Econ. 66, 1–8. doi: 10.1016/j.irle. 
2021.105981

DataReportal (2025). Digital 2025: Kenya. Available online at: https://datareportal. 
com/reports/digital-2025-kenya (Accessed November 8, 2025).

Debrah, Y. A., Olabode, O. E., Olan, F., and Nyuur, R. B. (2024). The African continental 
free trade area (AfCFTA): taking stock and looking ahead for international business 
research. J. Int. Manag. 30 (2), 1–20. doi: 10.1016/j.intman.2024.101120

Dell’Anno, R. (2021). Theories and definitions of the informal economy: a survey. 
J. Econ. Surv. 36 (5), 1–34. doi: 10.1111/joes.12487

Dinesh, S. O. P. S., and Om, P. S. (2025). The impact of behavioural economics in 
shaping public policies. Int. J. Contemp. Res. Multidiscip. Stud. 4 (2), 299–204. 
Available online at: https://zenodo.org/records/15256798

Esubalew, A. A. (2024). Beyond access to capital: exploring the effect of behavioral 
biases on the growth of micro, small, and medium enterprises (MSMEs). SN Bus. 
Econ. 4 (12), 155. doi: 10.1007/s43546-024-00759-7

Ngari et al.                                                                                                                                                             10.3389/frbhe.2026.1860727

Frontiers in Behavioral Economics 17 frontiersin.org

https://doi.org/10.32996/jefas.2025.7.3.6
https://doi.org/10.32996/jefas.2025.7.3.6
https://doi.org/10.20472/EFC.2022.017.001
https://au.int/sites/default/files/documents/41579-doc-STUDY_ON_OPPORTUNITIES_IN_THE_AFCFTA_FOR_WOMEN_IN_INFORMAL_AND_CROSS-BORDER_TRADE.pdf
https://au.int/sites/default/files/documents/41579-doc-STUDY_ON_OPPORTUNITIES_IN_THE_AFCFTA_FOR_WOMEN_IN_INFORMAL_AND_CROSS-BORDER_TRADE.pdf
https://au.int/sites/default/files/documents/41579-doc-STUDY_ON_OPPORTUNITIES_IN_THE_AFCFTA_FOR_WOMEN_IN_INFORMAL_AND_CROSS-BORDER_TRADE.pdf
https://doi.org/10.62536/sjehss.2023.v1.i2.pp8-23
https://doi.org/10.1007/s44282-024-00131-y
https://www.aca.go.ke/images/downloads/publications/consumer-level-survey-report-2025-2.pdf
https://www.aca.go.ke/images/downloads/publications/consumer-level-survey-report-2025-2.pdf
https://asean.org/wp-content/uploads/2022/05/The-ASEAN-Magazine-Issue-21-2022-Informal-Economy.pdf
https://asean.org/wp-content/uploads/2022/05/The-ASEAN-Magazine-Issue-21-2022-Informal-Economy.pdf
https://asean.org/wp-content/uploads/2022/05/The-ASEAN-Magazine-Issue-21-2022-Informal-Economy.pdf
https://doi.org/10.36948/ijfmr.2026.v08i03.78245
https://doi.org/10.3390/admsci15110451
https://doi.org/10.26481/dis.20210610rb
https://doi.org/10.47941/ijecop.921
https://doi.org/10.47941/ijecop.921
https://doi.org/10.1111/dpr.12581
https://doi.org/10.1016/j.lrp.2026.102631
https://www.businessdailyafrica.com/bd/corporate/companies/administrators-fast-track-sale-of-copia-ahead-of-kenya-exit-4746638
https://www.businessdailyafrica.com/bd/corporate/companies/administrators-fast-track-sale-of-copia-ahead-of-kenya-exit-4746638
https://doi.org/10.54691/bcpbm.v39i.4208
https://doi.org/10.54691/bcpbm.v39i.4208
https://doi.org/10.5465/amp.2016.0048
https://corporateandinvestment.standardbank.com/static_file/CIB/PDF/2020/Insights/African%20Platform%20Business%20Economies/African%20Platform%20Business%20Economies%20Paper.pdf
https://corporateandinvestment.standardbank.com/static_file/CIB/PDF/2020/Insights/African%20Platform%20Business%20Economies/African%20Platform%20Business%20Economies%20Paper.pdf
https://corporateandinvestment.standardbank.com/static_file/CIB/PDF/2020/Insights/African%20Platform%20Business%20Economies/African%20Platform%20Business%20Economies%20Paper.pdf
https://cioafrica.co/kenya-poised-to-lead-east-africas-e-commerce-revolution/
https://cioafrica.co/kenya-poised-to-lead-east-africas-e-commerce-revolution/
http://www.kenyalaw.org
https://www.cak.go.ke/planning/annual-reports
https://www.cak.go.ke/planning/annual-reports
https://www.cak.go.ke/planning/annual-reports
https://www.cak.go.ke/planning/annual-reports
https://www.cak.go.ke/planning/annual-reports
https://www.cak.go.ke/planning/annual-reports
https://www.cak.go.ke/planning/annual-reports
https://www.cak.go.ke/planning/annual-reports
https://www.cak.go.ke/sites/default/files/Kenya-E-Commerce-Draft-Policy.pdf
https://www.cak.go.ke/sites/default/files/Kenya-E-Commerce-Draft-Policy.pdf
https://doi.org/10.1007/s11299-025-00340-1
https://doi.org/10.1007/s11187-020-00441-w
https://doi.org/10.1007/s11187-020-00441-w
https://doi.org/10.1016/j.irle.2021.105981
https://doi.org/10.1016/j.irle.2021.105981
https://datareportal.com/reports/digital-2025-kenya
https://datareportal.com/reports/digital-2025-kenya
https://doi.org/10.1016/j.intman.2024.101120
https://doi.org/10.1111/joes.12487
https://zenodo.org/records/15256798
https://doi.org/10.1007/s43546-024-00759-7
https://doi.org/10.3389/frbhe.2026.1860727
https://www.frontiersin.org/journals/behavioral-economics
https://www.frontiersin.org/


Fanelesbonge, K. (2023). A Qualitative Analysis of the Informal Social Networks of 
Street Traders in the Pretoria Central Business District. South Africa: University Of 
Pretoria.

FKE (2021). The Informal Economy in Kenya. Available online at: https://www.ilo. 
org/sites/default/files/wcmsp5/groups/public/@ed_emp/@emp_ent/documents/publi 
cation/wcms_820312.pdf (Accessed November 16, 2025).

The food, drugs, and chemical substances (food hygiene) regulations No. 106 of 1978 
(n.d.). Laws of Kenya. Available online at: www.kenyalaw.org (Accessed November 
16, 2025).

Gareth, D. (2022). Regulating Asymmetric Information: Legal Form and Economic 
Theory. Canberra: The Australian National University.

Giza, W. (2024). “Asymmetric information as a market failure in retrospect,” in The 
Elgar Companion to Information Economics, eds. D. R. Raban, and J. Włodarczyk 
(Cheltenham: Edward Elgar Publishing), 106–117. doi: 10.4337/9781802203967.00012

Greenspoon (2025). The supermarket that makes your life easy. Available online at: 
https://greenspoon.co.ke/?srsltid=AfmBOoooYbtY2Wogp91nUDAQ2RyQiA4eXZ 
hG1MbQRkR5zceRHnfK0BXR (Accessed November 10, 2025).

Haarman, A., Larsen, M., and Namatovu, R. (2022). Understanding the firm in the 
informal economy: a research agenda. Eur. J. Dev. Res. 34 (6), 3005–3025. doi: 10. 
1057/s41287-022-00508-2

Halling, A., and Baekgaard, M. (2024). Administrative burden in citizen–state 
interactions: a systematic literature review. J. Public Adm. Res. Theory 34 (2), 
180–195. doi: 10.1093/jopart/muad023

Handri, D. W., Muhammad, L. A. U., Heri, P., and Agus, H. (2025). Counterfeiting 
detection system: a solution to combat product counterfeiting. East Asian 
J. Multidiscip. Res. 4 (5), 2141–2158.

Hendriks, T. D., Verbuyst, R., and Kaag, M. (2022). Fraught with friction: inclusive 
development for informal workers in urban Ghana. Eur. J. Dev. Res. 34 (5), 
2305–2323. doi: 10.1057/s41287-022-00511-7

International Finance Corporation (2024). Financial Institutions Group (FIG): 
MSMEs. Washington, DC: World Bank Group. Available online at: https:// 
documents1.worldbank.org/curated/en/099903509132441713/pdf/IDU-c61827d6-72 
5f-4fd9-8b81-dd6a1000c851.pdf (Accessed November 10, 2025).

International Labour Organization (2018). More Than 60 per Cent of the World’s 
Employed Population are in the Informal Economy. Geneva: International Labour 
Organization. Available online at: https://www.ilo.org/resource/news/more-60-cent- 
world%E2%80%99s-employed-population-are-informal-economy (Accessed 
November 24, 2025).

International Trade Administration (2024). Kenya Country Commercial Guide. 
Available online at: https://www.trade.gov/country-commercial-guides/kenya- 
ecommerce (Accessed May 20, 2026).

Jessen, J., and Kluve, J. (2021). The effectiveness of interventions to reduce 
informality in low- and middle-income countries. World Dev. 138, 105256. doi: 10. 
1016/j.worlddev.2020.105256

Jia, Y., Liu, L., and Lowry, P. B. (2024). How do consumers make behavioural 
decisions on social commerce platforms? The interaction effect between behaviour 
visibility and social needs. Inf. Syst. J. 34 (5), 1703–1736. doi: 10.1111/isj.12508

Jomon, T. (2024). Legal frameworks and regulatory challenges in fostering sustainable 
growth for micro, small, and medium enterprises (MSMEs): a management 
perspective. Russ. Law J. 7 (1), 1–19.

Jumia Technologies AG (2025). Investor Relations Reports. Available online at: 
https://investor.jumia.com (Accessed December 16, 2025).

Kalembe, D., Odongo, J., Kaawaase, T. K., Kalusa, L., and Okello, J. (2025). Nudges as 
a panacea for tax compliance: a developing country perspective. J. Financ. Crime 32 
(5), 1099–1119. doi: 10.1108/JFC-02-2025-0038

Kanyinga, K. (2016). Devolution and the new politics of development in Kenya. Afr. 
Stud. Rev. 59 (3), 155–167. doi: 10.1017/asr.2016.85

KEBS (2023). The Kenya Bureau of Standards Micro, Small, and Medium Enterprises 
(MSMEs) Policy 2023.

KEBS (2024). Baseline Survey on the Status of Implementation of Standards in Kenya.

KEBS (2025). Baseline Study on the Standards Regulatory Framework, MSME 
Compliance, and Online Marketplace Regulatory Gaps in Kenya.

Kenya Institute for Public Policy Research and Analysis (KIPPRA) (2010). 
Characteristics of Kenyan MSMEs Relevant to the Proposed Kenyan Credit 
Guarantee Scheme. Available online at: https://kippra.or.ke/characteristics-of- 
kenyan-msmes-relevant-to-the-proposed-kenya-credit-guarantee-scheme/ (Accessed 
January 10, 2026).

Kenya Institute for Public Policy Research and Analysis (KIPPRA) (2023). Analyzing 
Structural Heterogeneity of Informal Sector Employment in Kenya (Discussion Paper 
No. 300). Nairobi: Kenya Institute for Public Policy Research and Analysis. 
Available online at: https://repository.kippra.or.ke/bitstreams/1104c756-0130-419b- 
83d0-fdb9e32e535a/download (Accessed November 12, 2025).

Kenya Vision (2030). Republic Of Kenya. Available online at: https://vision2030.go. 
ke/wp-content/uploads/2022/09/FINAL-EDITED-VISION-2030-FLAGSHIP-PROJE 
CT-PROGRESS-REPORT_170820221-1.pdf (Accessed November 16, 2025).

Kesar, S. (2023). Economic transition, dualism and informality in India: nature and 
patterns of household-level transitions. Rev. Dev. Econ. 27 (4), 2438–2469. doi: 10. 
1111/rode.13040

KNBS (2024). Economic Survey 2024. Available online at: https://www.knbs.or.ke/ 
wp-content/uploads/2024/05/2024-Economic-Survey.pdf (Accessed November 10, 
2025).

Krishnan-Barman, S. (2025). More Time, Less Control: How Platform Design Keeps 
Users Hooked. London: BIT, 1–5.

Kyenze, C., and Wambugu, M. (2024). Enhancing Consumer Welfare in Digital 
Platforms. Nairobi: Competition Authority of Kenya. Available online at: https:// 
www.cak.go.ke/enhancing-consumer-welfare-digital-platforms (Accessed on 
February 16, 2026).

Liao, J. (2024). Information Structuring and Prioritization for Knowledge 
Collaboration in Online Communities. California: University of California. 
Available online at: https://escholarship.org/content/qt1v5074nx/qt1v5074nx.pdf
(Accessed November 16, 2025).

Lorato, T., Tadesse, T., Abebe Mamo, Y., and Getinet, B. (2023). The urban informal 
sector as a means of improving livelihoods among youth: Evidence from Hawassa 
City, Ethiopia. Cogent Econ. Finance. 11 (1). doi: 10.1080/23322039.2023.2185346

Maritim, J. (2020). Tax evasion in Kenya’s informal sector: assessing the adequacy of 
the legal and regulatory framework. Available online at: https://api.semanticscholar. 
org/CorpusID:238548547 (Accessed November 16, 2025).

Maulani, I., Shu, H., Utz, Y., Pape, J., and Mansour, W. (2023). Informality in 
Indonesia: Levels, Trends, and Features (Policy Research Working Paper 10586).

Mehjabeen, M., and Khan, S. N. (2024). Motivating factors affecting formalization of 
small informal enterprises: evidence from an emerging economy. Bus. Strat. Dev. 7 
(3), e426. doi: 10.1002/bsd2.426

Merylle, P. A., Johanna, G. M. S., Marmelo, V. A., and Florinda, G. V. (2025). 
Interlinkages Between the Informal and Formal Economies in the Philippines: 
Contributions, Challenges, and Policy Pathways for Inclusive Economic Growth. 
Quezon: World Citi Colleges Graduate School Department, 1–14.

Minbaeva, D., Ledeneva, A., Muratbekova-Touron, M., and Horak, S. (2023). 
Explaining the persistence of informal institutions: the role of informal networks. 
Acad. Manag. Rev. 48 (3), 556–574. doi: 10.5465/amr.2020.0224

Ministry of Industrialisation (2012). Sessional paper no. 09 of 2012 on national 
industrialisation policy framework for Kenya: Transforming Kenya into a globally 
competitive regional industrial hub (2012-2030). Republic of Kenya. Available 
online at: https://repository.kippra.or.ke/items/4ebd741f-a8bd-48d2-9745-12601d 
72e3b3/full (Accessed November 10, 2025).

Mishra, A. (2022). What sustains informality? A study of the interactions between 
formal and informal sector firms. J. Dev. Stud. 58 (7), 1403–1415. doi: 10.1080/ 
00220388.2022.2061853

Moaaz, R., and Mansour, S. (2025). The formalization of the Egyptian informal 
sector: a behavioral and experimental approach. Rev. Econ. Polit. Sci. 10 (3), 
206–221. doi: 10.1108/REPS-05-2022-0028

Morini, C., Leonardo, F. P., Chaudhary, V., and Hintsa, J. (2024). A paradigm shift in 
cross-border e-commerce regulatory compliance: evidence from Brazil. World 
Customs J. 18 (2), 3–19. doi: 10.55596/001c.123504

Moyo, B. (2022). Factors affecting the probability of formalizing informal sector 
activities in Sub-Saharan Africa: evidence from world bank enterprise surveys. 
Afr. J. Econ. Manag. Stud. 13 (3), 480–507. doi: 10.1108/AJEMS-06-2021-0304

Mpofu, F. Y. S. (2021). Informal sector taxation and enforcement in African 
countries: how plausible and achievable are the motives behind? A critical 
literature review. Open Econ. 4 (1), 72–97. doi: 10.1515/openec-2020-0114

MSEA (2024). Country-Led, Country-Owned: National Perspectives On Building 
MSME Resilience And Formalization Micro And Small Enterprises Authority 
(MSEA). Available online at: https://msea.go.ke/wp-content/uploads/2024/11/ 
2024-JAN-MARCH-NEWSLETTER-CONTENT-2_240411_143224.pdf (Accessed 
November 16, 2025).

MSME (2025). Report from the Ministry Of Co-Operatives And Micro, Small And 
Medium Enterprises (MSMEs) Development.

Mudzamiri, N. S. (2023). The Influence of An Entrepreneurial Mindset on the 
Performance of Small, Medium, and Micro Enterprises (SMes) in the Informal 
Sector. Free State: University of the Free State.

Mukoviz, V., Leshchii, L., Khodakivska, O., Prokopova, O., and Kuzub, M. (2022). 
Accounting for transaction costs of agricultural producers in the shadow economy. 
Int. J. Sci. Res. 8 (2), 67–85. doi: 10.51599/are.2022.08.02.04

Mulyati, E., and Murwadji, T. (2024). Enhancing protection and capacity for micro 
and small digital enterprises (MSES) through product standardization facilitation 
in Indonesia. J. Law Sustain. Dev. 12 (1), 25–34. doi: 10.55908/sdgs.v12i1.2534

Neise, T., Sambodo, M. T., and Revilla Diez, J. (2021). Are micro-, small-, and 
Medium-sized enterprises willing to contribute to collective flood risk reduction? 
Scenario-based field experiments from Jakarta and Semarang, Indonesia. Organ. 
Environ. 34 (2), 219–242. doi: 10.1177/1086026619875435

Njogu & Associates Legal Team (2026). Counterfeiting in Kenya’s e-commerce market: 
Risks, Responsibilities, and Strategic Responses for Market Players. Nairobi: Njogu & 

Ngari et al.                                                                                                                                                             10.3389/frbhe.2026.1860727

Frontiers in Behavioral Economics 18 frontiersin.org

https://www.ilo.org/sites/default/files/wcmsp5/groups/public/@ed_emp/@emp_ent/documents/publication/wcms_820312.pdf
https://www.ilo.org/sites/default/files/wcmsp5/groups/public/@ed_emp/@emp_ent/documents/publication/wcms_820312.pdf
https://www.ilo.org/sites/default/files/wcmsp5/groups/public/@ed_emp/@emp_ent/documents/publication/wcms_820312.pdf
http://www.kenyalaw.org
https://doi.org/10.4337/9781802203967.00012
https://greenspoon.co.ke/?srsltid=AfmBOoooYbtY2Wogp91nUDAQ2RyQiA4eXZhG1MbQRkR5zceRHnfK0BXR
https://greenspoon.co.ke/?srsltid=AfmBOoooYbtY2Wogp91nUDAQ2RyQiA4eXZhG1MbQRkR5zceRHnfK0BXR
https://doi.org/10.1057/s41287-022-00508-2
https://doi.org/10.1057/s41287-022-00508-2
https://doi.org/10.1093/jopart/muad023
https://doi.org/10.1057/s41287-022-00511-7
https://documents1.worldbank.org/curated/en/099903509132441713/pdf/IDU-c61827d6-725f-4fd9-8b81-dd6a1000c851.pdf
https://documents1.worldbank.org/curated/en/099903509132441713/pdf/IDU-c61827d6-725f-4fd9-8b81-dd6a1000c851.pdf
https://documents1.worldbank.org/curated/en/099903509132441713/pdf/IDU-c61827d6-725f-4fd9-8b81-dd6a1000c851.pdf
https://www.ilo.org/resource/news/more-60-cent-world%E2%80%99s-employed-population-are-informal-economy
https://www.ilo.org/resource/news/more-60-cent-world%E2%80%99s-employed-population-are-informal-economy
https://www.trade.gov/country-commercial-guides/kenya-ecommerce
https://www.trade.gov/country-commercial-guides/kenya-ecommerce
https://doi.org/10.1016/j.worlddev.2020.105256
https://doi.org/10.1016/j.worlddev.2020.105256
https://doi.org/10.1111/isj.12508
https://investor.jumia.com
https://doi.org/10.1108/JFC-02-2025-0038
https://doi.org/10.1017/asr.2016.85
https://kippra.or.ke/characteristics-of-kenyan-msmes-relevant-to-the-proposed-kenya-credit-guarantee-scheme/
https://kippra.or.ke/characteristics-of-kenyan-msmes-relevant-to-the-proposed-kenya-credit-guarantee-scheme/
https://repository.kippra.or.ke/bitstreams/1104c756-0130-419b-83d0-fdb9e32e535a/download
https://repository.kippra.or.ke/bitstreams/1104c756-0130-419b-83d0-fdb9e32e535a/download
https://vision2030.go.ke/wp-content/uploads/2022/09/FINAL-EDITED-VISION-2030-FLAGSHIP-PROJECT-PROGRESS-REPORT_170820221-1.pdf
https://vision2030.go.ke/wp-content/uploads/2022/09/FINAL-EDITED-VISION-2030-FLAGSHIP-PROJECT-PROGRESS-REPORT_170820221-1.pdf
https://vision2030.go.ke/wp-content/uploads/2022/09/FINAL-EDITED-VISION-2030-FLAGSHIP-PROJECT-PROGRESS-REPORT_170820221-1.pdf
https://doi.org/10.1111/rode.13040
https://doi.org/10.1111/rode.13040
https://www.knbs.or.ke/wp-content/uploads/2024/05/2024-Economic-Survey.pdf
https://www.knbs.or.ke/wp-content/uploads/2024/05/2024-Economic-Survey.pdf
https://www.cak.go.ke/enhancing-consumer-welfare-digital-platforms
https://www.cak.go.ke/enhancing-consumer-welfare-digital-platforms
https://escholarship.org/content/qt1v5074nx/qt1v5074nx.pdf
https://doi.org/10.1080/23322039.2023.2185346
https://api.semanticscholar.org/CorpusID:238548547
https://api.semanticscholar.org/CorpusID:238548547
https://doi.org/10.1002/bsd2.426
https://doi.org/10.5465/amr.2020.0224
https://repository.kippra.or.ke/items/4ebd741f-a8bd-48d2-9745-12601d72e3b3/full
https://repository.kippra.or.ke/items/4ebd741f-a8bd-48d2-9745-12601d72e3b3/full
https://doi.org/10.1080/00220388.2022.2061853
https://doi.org/10.1080/00220388.2022.2061853
https://doi.org/10.1108/REPS-05-2022-0028
https://doi.org/10.55596/001c.123504
https://doi.org/10.1108/AJEMS-06-2021-0304
https://doi.org/10.1515/openec-2020-0114
https://msea.go.ke/wp-content/uploads/2024/11/2024-JAN-MARCH-NEWSLETTER-CONTENT-2_240411_143224.pdf
https://msea.go.ke/wp-content/uploads/2024/11/2024-JAN-MARCH-NEWSLETTER-CONTENT-2_240411_143224.pdf
https://doi.org/10.51599/are.2022.08.02.04
https://doi.org/10.55908/sdgs.v12i1.2534
https://doi.org/10.1177/1086026619875435
https://doi.org/10.3389/frbhe.2026.1860727
https://www.frontiersin.org/journals/behavioral-economics
https://www.frontiersin.org/


Associates Advocates. Available online at: https://njoguassociates.com/counterfeiting- 
in-kenyas-e-commerce-market-risks-responsibilities-and-strategic-responses-for- 
market-players/ (Accessed on May 16, 2026).

Nohoua, T. (2023). Understanding the theoretical foundations underlying the 
formalization of the informal economy. J. Appl. Bus. Econ. 25 (2), 98–111. doi: 10. 
33423/jabe.v25i2.6100

Ntunyu, T. N. (2025). The role of the informal economy in shaping Cameroon’s 
geostrategic cooperation with Chad and the Central African Republic (1960–2014). 
Glob. Sci. J. 13 (6), 991–1017.

Nyaga, B. M. (2022). Online dispute resolution: the future of e-commerce in Kenya. 
J. Conflict Manag. Sustain. Dev. 8 (3), 199–219.

Oduor, R. (2025). The Impact of e-commerce on Contracts for the Sale of Goods in 
Kenya: A Legal Analysis in Relation to Commercial law and Consumer Protection. 
Nairobi: Zenodo. doi: 10.5281/zenodo.17916056

Okello, C. B. G., Malinga, C. A., Amani, A. M., and Balinda, R. (2024). The role of 
trust as an informal social mechanism for contract enforcement among young 
women microenterprises in financial markets in Sub-Saharan Africa. Int. J. Sociol. 
Soc. Policy 44 (5/6), 462–486. doi: 10.1108/IJSSP-06-2023-0146

Oranburg, S., and Palagashvili, L. (2021). Transaction cost economics, labor law, and 
the gig economy. J. Legal. Stud. 50 (S2), S219–S237. doi: 10.1086/704893

Osuri, D. O., and Ghabon, Y. K. (2025). Information asymmetry in Kenya: advanced 
microeconomic analysis and applications. Icon. Res. Eng. J. 8 (12), 260–266.

Otele, O. M. (2026). Historical legacies, informality, and inter-cameral conflict under 
devolution in Kenya. Int. Rev. Sociol., 1–18. doi: 10.1080/03906701.2026.2615678

Otiato, O. (2024). E-commerce is Widening Africa’s Online Market. Beijing: China Daily

Petersen, O. H., Hansen, J. R., and Houlberg, K. (2024). The administrative burden of doing 
business with the government: learning and compliance costs in business-government 
interactions. Public Adm. 102 (1), 188–206. doi: 10.1111/padm.12904

Pharmacy and Poisons Act Chapter 244 of 2012 (n.d.). Laws of Kenya. Available 
online at: www.kenyalaw.org (Accessed November 16, 2025).

Proposed Standards Bill of 2025 (n.d.). Laws of Kenya. Available online at: https:// 
www.kebs.org/wp-content/uploads/2025/09/Standards-Bill.pdf (Accessed November 
16, 2025).

Public Health Act Cap 242 of 2022 (n.d.). Laws of Kenya. Available online at: https:// 
new.kenyalaw.org/akn/ke/act/1921/38/eng@2022-12-31 (Accessed November 16, 2025).

Rahman, I., Hidayat Muhtar, M., Mongdong, N. M., Setiawan, R., Setiawan, B., and 
Kristian Siburian, H. (2024). Harmonization of digital laws and adaptation strategies 
in Indonesia focusing on E-commerce and digital transactions. Innov. J. Soc. Sci. Res. 
4 (1), 4314–4327. doi: 10.31004/innovative.v4i1.8240

Rodrigo, O. (2021). Tackling Small-Scale Fisheries Non-Compliance. Oxford: University of 
Oxford. Available online at: http://iccs.org.uk/wp-content/uploads/2023/08/Oyanedel- 
Thesis_0.pdf (Accessed November 16, 2025).

Rwibutso, B. J. (2024). Navigating Formalization of Street Vending: The Case of Street 
Vendors in Kigali City, Rwanda. Kigali: International Institute of Social Studies; 
Governance and Development Policy.

Sagaci Research (2024). Social Commerce in Africa in 2024: Report based on 
SagaCube Consumption Tracker. Available online at: https://sagaciresearch.com/ 
rise-of-social-commerce-in-africa/ (Accessed January 15, 2026).

Salah, A. R. M. (2025). Why Markets Fail: Externalities, Information Gaps, and Policy 
Solutions. doi: 10.13140/RG.2.2.22550.41287

Sanghro, M. A. (2026). The Akerlof Model (market for Lemons): How Information 
Asymmetry Breaks Markets. Sindh: MAS.Economics. Available online at: https://ma 
seconomics.com/the-akerlof-model-market-for-lemons-how-information-asymmetry 
-breaks-markets (Accessed May 15, 2026).

Santamarina, A., and Moares, F. F.-T. (2026). Racial capitalism, migration and the 
platform economy: emerging articulations of informality within digital precarious 
labor in Madrid. Int. J. Sociol. Soc. Policy. 46 (5-6), 607–622. doi: 10.1108/IJSSP- 
01-2025-0073

Sen, K., Danquah, M., and Schotte, S. (2022). Introduction: what sustains informality? 
J. Dev. Stud. 58 (7), 1307–1311. doi: 10.1080/00220388.2022.2061857

Shahid, M. S., Rodgers, P., Vershinina, N., Zehra, M. E., and Williams, C. C. (2022). 
Advancing the institutional perspective on informal entrepreneurship: a study of 
formalization intentions among street entrepreneurs. Int. J. Entrep. Behav. Res. 28 
(8), 2103–2131. doi: 10.1108/IJEBR-02-2022-0151

Shekhar, C., and Rai, P. (2025). Rising Strong: How Indian MSMEs Are Adapting and 
Thriving in a Post-FY2025 Landscape Study. SSRN. 1–120.

Silupu, B., Usero, B., and Montoro, M. A. (2024). Why formalize? Examining the 
context of Peruvian women microentrepreneurs. J. Enterp. Communities 18 (6), 
1364–1383. doi: 10.1108/JEC-07-2023-0124

Similarweb (2026). Jiji.co.ke Website Analysis for January 2026. Available online at: 
https://www.similarweb.com/website/jiji.co.ke/ (Accessed November 16, 2025).

Springer, V., Randhawa, K., Jovanović, M., Ritala, P., and Piller, F. T. (2025). Platform 
design and governance in industrial markets: charting the meta-organisational logic. 
Res. Policy. 54 (6), 105236. doi: 10.1016/j.respol.2025.105236

Standards Act Cap 496 of 2012 (n.d.). Laws of Kenya. Available online at: www. 
kenyalaw.org (Accessed January 15, 2026).

State Department for Industry (2026). National Industrialization Policy Review. 
Republic of Kenya: Ministry of Investments, Trade and Industry. Available online 
at: https://industrialization.go.ke/national-industrialization-policy-review (Accessed 
November 16, 2025).

Statista (2025). E-commerce in Kenya. Available online at: https://www.statista.com/ 
outlook/emo/ecommerce/kenya

Steur, A. J., and Seiter, M. (2021). Properties of feedback mechanisms on digital platforms: 
an exploratory study. J. Bus. Econ. 91 (4), 479–526. doi: 10.1007/s11573-020-01009-6

Sudan, T., and Taggar, R. (2025). Assessing trade supply chain vulnerability and trade 
participation of SMEs in India: insights from a comprehensive analysis. Int. J. Prod. 
Perform. Manag. 74 (1), 250–303. doi: 10.1108/IJPPM-12-2023-0645

Sumner, A. (2025). What is the salience of Arthur Lewis’ ideas for understanding 
global inequality today? Debating Dev. Res., 1–5. Available online at: https://www. 
developmentresearch.eu/?p=2172 (Accessed May 15, 2026).

Suseno, Y., and Horak, S. (2024). “Informal networks, social capital, and ethical 
challenges in international business,” in Handbook on Inequality and Social Capital, 
eds. S. McDonald, R. Côté, and J. Shen (Cheltenham: Edward Elgar), 397–409.

Szépe, S. (2025). Designing for Decision-Making: A Study of Digital Nudges 
in Finland’s Vero and Kela Platforms. Turku: Abo Akademi University. Available 
online at: https://www.doria.fi/handle/10024/191991 (Accessed November 16, 2025).

Tefera, M. W. (2026). Investigating the intensity and drivers of formalization in urban 
informal businesses: evidence from Ethiopia. Cogent Bus. Manag. 13 (1), 1–16. 
doi: 10.1080/23311975.2026.2627660

Thaline, P., Marcelo, S., and Bernadus, V. D. (2025). The Hidden Costs of 
Formalisation: Evidence from Labour Inspections in Brazil. London: VoxDex. 
Available online at: https://voxdev.org/topic/labour-markets/hidden-costs- 
formalisation-evidence-labour-inspections-brazil (Accessed January 15, 2026).

Tieku, T. K., and Yakohene, A. B. (2023). Analyzing the African continental 
free trade area (the AfCFTA) from an informality perspective: a beautiful house 
in the wrong neighborhood. Glob. Stud. Q. 3 (3), ksad043. doi: 10.1093/isagsq/ksad043

Tingini, T. L., and Eniowo, O. D. (2025). Breaking the informal cycle: integrating 
artisanal and small-scale mining into the formal economy. Miner. Econ., 1–21. 
doi: 10.1007/s13563-025-00557-z

Trade Descriptions Act Chapter 505 of 2012 (n.d.). Laws of Kenya. Available online 
at: www.kenyalaw.org (Accessed November 16, 2025).

U.S. Department of Commerce (2024). Kenya Country Commercial Guide: ECommerce.

UN Trade and Development (2024a). Digital Economy Report 2024: Shaping an 
Environmentally Sustainable and Inclusive Digital Future (UNCTAD/DER/2024). 
Geneva: United Nations. Available online at: https://unctad.org/publication/digital- 
economy-report-2024 (Accessed November 30, 2025).

UN Trade and Development (2024b). Indirect Taxation of e-commerce and Digital 
Trade(UNCTAD/DTL/ECDE/2024/2). Geneva: United Nations. Available online at: 
https://unctad.org (Accessed November 16, 2025).

UN Trade and Development (2025). Leveraging Digital Technologies for MSMEs’ 
Integration into Regional Value and Supply Chains: The Cases of Ethiopia, 
Malawi, United Republic of Tanzania and Uganda (UNCTAD/ALDC/2025/2). 
Geneva: United Nations. Available online at: https://unctad.org/publication/ 
leveraging-digital-technologies-msmes-integration-regional-value-and-supply-chains
(Accessed November 29, 2025).

United Nations Development Programme (UNDP) (2025). Baseline study of informal 
economy in the African, Caribbean and Pacific (ACP) regions: Global report. 
Available online at: https://www.undp.org/sites/g/files/zskgke326/files/2025-06/ 
informal_economy-global_report.pdf (Accessed November 16, 2025).

Usen, C. D. (2025). Analyzing behavioral economics in enhancing voluntary tax 
compliance in the US among self-employed informal sector workers. World J. Adv. 
Res. Rev. 26 (3), 366–384. doi: 10.30574/wjarr.2025.26.3.2226

Valdiglesias, J. (2025). Corruption as a key driver of informality: cross-country 
evidence on bribery and institutional weakness. Economies 13 (10), 281. doi: 10. 
3390/economies13100281

Wahyudi, H. D., Utama, M. L. A., Pratikto, H., and Hermawan, A. (2025). 
Internationalization of MSMEs through E-commerce: opportunities and challenges. 
East Asian J. Multidiscip. Res. 4 (5), 2141–2158. doi: 10.55927/eajmr.v4i5.136

Weight and Measures Act Cap 513 of 2022 (n.d.). Laws of Kenya. Available online at: 
www.kenyalaw.org|info@kenyalaw.orgFRBRURI:/akn/ke/act/1987/18/eng@ 
2022-12-31 (Accessed November 16, 2025).

Wiseman, E. (2023). Border Trade and Information Frictions: Evidence from 
Informal Traders in Kenya. Available online at: https://www.povertyactionlab.org/ 

Ngari et al.                                                                                                                                                             10.3389/frbhe.2026.1860727

Frontiers in Behavioral Economics 19 frontiersin.org

https://njoguassociates.com/counterfeiting-in-kenyas-e-commerce-market-risks-responsibilities-and-strategic-responses-for-market-players/
https://njoguassociates.com/counterfeiting-in-kenyas-e-commerce-market-risks-responsibilities-and-strategic-responses-for-market-players/
https://njoguassociates.com/counterfeiting-in-kenyas-e-commerce-market-risks-responsibilities-and-strategic-responses-for-market-players/
https://doi.org/10.33423/jabe.v25i2.6100
https://doi.org/10.33423/jabe.v25i2.6100
https://doi.org/10.5281/zenodo.17916056
https://doi.org/10.1108/IJSSP-06-2023-0146
https://doi.org/10.1086/704893
https://doi.org/10.1080/03906701.2026.2615678
https://doi.org/10.1111/padm.12904
http://www.kenyalaw.org
https://www.kebs.org/wp-content/uploads/2025/09/Standards-Bill.pdf
https://www.kebs.org/wp-content/uploads/2025/09/Standards-Bill.pdf
https://new.kenyalaw.org/akn/ke/act/1921/38/eng@2022-12-31
https://new.kenyalaw.org/akn/ke/act/1921/38/eng@2022-12-31
https://doi.org/10.31004/innovative.v4i1.8240
http://iccs.org.uk/wp-content/uploads/2023/08/Oyanedel-Thesis_0.pdf
http://iccs.org.uk/wp-content/uploads/2023/08/Oyanedel-Thesis_0.pdf
https://sagaciresearch.com/rise-of-social-commerce-in-africa/
https://sagaciresearch.com/rise-of-social-commerce-in-africa/
https://doi.org/10.13140/RG.2.2.22550.41287
https://maseconomics.com/the-akerlof-model-market-for-lemons-how-information-asymmetry-breaks-markets
https://maseconomics.com/the-akerlof-model-market-for-lemons-how-information-asymmetry-breaks-markets
https://maseconomics.com/the-akerlof-model-market-for-lemons-how-information-asymmetry-breaks-markets
https://doi.org/10.1108/IJSSP-01-2025-0073
https://doi.org/10.1108/IJSSP-01-2025-0073
https://doi.org/10.1080/00220388.2022.2061857
https://doi.org/10.1108/IJEBR-02-2022-0151
https://doi.org/10.1108/JEC-07-2023-0124
https://www.similarweb.com/website/jiji.co.ke/
https://doi.org/10.1016/j.respol.2025.105236
http://www.kenyalaw.org
http://www.kenyalaw.org
https://industrialization.go.ke/national-industrialization-policy-review
https://www.statista.com/outlook/emo/ecommerce/kenya
https://www.statista.com/outlook/emo/ecommerce/kenya
https://doi.org/10.1007/s11573-020-01009-6
https://doi.org/10.1108/IJPPM-12-2023-0645
https://www.developmentresearch.eu/?p=2172
https://www.developmentresearch.eu/?p=2172
https://www.doria.fi/handle/10024/191991
https://doi.org/10.1080/23311975.2026.2627660
https://voxdev.org/topic/labour-markets/hidden-costs-formalisation-evidence-labour-inspections-brazil
https://voxdev.org/topic/labour-markets/hidden-costs-formalisation-evidence-labour-inspections-brazil
https://doi.org/10.1093/isagsq/ksad043
https://doi.org/10.1007/s13563-025-00557-z
http://www.kenyalaw.org
https://unctad.org/publication/digital-economy-report-2024
https://unctad.org/publication/digital-economy-report-2024
https://unctad.org
https://unctad.org/publication/leveraging-digital-technologies-msmes-integration-regional-value-and-supply-chains
https://unctad.org/publication/leveraging-digital-technologies-msmes-integration-regional-value-and-supply-chains
https://www.undp.org/sites/g/files/zskgke326/files/2025-06/informal_economy-global_report.pdf
https://www.undp.org/sites/g/files/zskgke326/files/2025-06/informal_economy-global_report.pdf
https://doi.org/10.30574/wjarr.2025.26.3.2226
https://doi.org/10.3390/economies13100281
https://doi.org/10.3390/economies13100281
https://doi.org/10.55927/eajmr.v4i5.136
http://www.kenyalaw.org|info@kenyalaw.orgFRBRURI:/akn/ke/act/1987/18/eng@2022-12-31
http://www.kenyalaw.org|info@kenyalaw.orgFRBRURI:/akn/ke/act/1987/18/eng@2022-12-31
https://www.povertyactionlab.org/sites/default/files/research-paper/wp_6370_Border-Trade-and-Information-Frictions_Kenya_Jan2023.pdf
https://doi.org/10.3389/frbhe.2026.1860727
https://www.frontiersin.org/journals/behavioral-economics
https://www.frontiersin.org/


sites/default/files/research-paper/wp_6370_Border-Trade-and-Information- 
Frictions_Kenya_Jan2023.pdf (Accessed November 16, 2025).

Woodhouse, D. (2024). “Institutional theory,” in International Encyclopedia of 
Business Management, eds. S. Rashid, J. Manzies, and V. Ratten (Amsterdam: 
Elsevier), 209–217. Available online at: https://shura.shu.ac.uk/33895/ (Accessed 
November 30, 2025).

World Bank (2016). Does Informality Help Inclusive Growth in Africa?. Available 
online at: https://blogs.worldbank.org/en/jobs/does-informality-help-inclusive- 
growth-africa (Accessed November 16, 2026).

Yasmin, F., Khan, S. M., and Rahman, M. A. U. (2025). Social capital and the growth 
of small informal enterprises in khulna city of Bangladesh. SN Soc. Sci. 5 (1), 5. 
doi: 10.1007/s43545-024-01040-2

Ngari et al.                                                                                                                                                             10.3389/frbhe.2026.1860727

Frontiers in Behavioral Economics 20 frontiersin.org

https://www.povertyactionlab.org/sites/default/files/research-paper/wp_6370_Border-Trade-and-Information-Frictions_Kenya_Jan2023.pdf
https://www.povertyactionlab.org/sites/default/files/research-paper/wp_6370_Border-Trade-and-Information-Frictions_Kenya_Jan2023.pdf
https://shura.shu.ac.uk/33895/
https://blogs.worldbank.org/en/jobs/does-informality-help-inclusive-growth-africa
https://blogs.worldbank.org/en/jobs/does-informality-help-inclusive-growth-africa
https://doi.org/10.1007/s43545-024-01040-2
https://doi.org/10.3389/frbhe.2026.1860727
https://www.frontiersin.org/journals/behavioral-economics
https://www.frontiersin.org/

	Formalising informal trade: redefining Kenya's micro, small, and medium enterprise standards and regulatory environment
	Introduction
	Theoretical background
	Synthesis of literature and research gap
	Conceptual model


	Methodology
	Findings and discussion
	Standards, landscape, and gaps affecting formalisation
	MSME inclusion gaps and behavioural insights
	Online marketplace gaps
	Key quality assurance and compliance gaps in Kenya's e-commerce

	Framework for implementation
	Conclusion
	Author contributions
	Acknowledgments
	Conflict of interest
	Generative AI statement
	Publisher's note
	References


