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Abstract

Informal cross-border trade remains the dominant mode of exchange in many African border
corridors despite sustained policy efforts to promote formalisation through regulatory simplification,
infrastructure investment, and regional trade agreements. Conventional explanations attribute this
persistence to high compliance costs, weak administrative capacity, and limited enforcement of
formal rules. While these factors are important, they do not fully explain why traders continue to
systematically avoid formal channels even where simplified regimes and trade facilitation measures
have been introduced. This paper argues that informality is better understood as a learned response
to structurally unstable border environments in which enforcement variability, procedural
unpredictability, discretionary decision-making, and cost uncertainty prevent the formation of
reliable expectations about formal trade. In response, traders develop recurrent informal practices
that, over time, consolidate into shared avoidance strategies, stabilising informality as the dominant
mode of cross-border exchange and producing a self-reinforcing institutional equilibrium that policy
reforms so far have failed to disrupt.
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1. Introduction: From Institutional Failure to Behavioural Systems

The dominant literature on informal cross-border trade in Africa has largely converged on a
structural explanation in which informality is treated as a response to high transaction costs, weak
administrative capacity, and inefficient border procedures. In this view, informality emerges
primarily from burdensome import and export requirements, bureaucratically dense border
procedures, and persistent non-tariff barriers that increase the cost of formal trade relative to
informal alternatives (Bensassi et al., 2017). Policy-oriented approaches, including influential early
work by the OECD, extend this diagnosis by emphasising that informal trade reflects the high costs
of compliance with formal regulatory systems, including documentation requirements, inspection
regimes, tariffs, and other border-related charges that cumulatively discourage participation in
formal trade channels (Lesser & Moisé-Leeman, 2009). Within this paradigm, trade facilitation
reforms—simplified procedures, harmonised documentation, and improved border
management—are expected to reduce informality by lowering transaction costs and increasing
regulatory efficiency.

Yet this cost-centric framework, while analytically valuable, leaves a critical blind spot: it treats
borders as static institutional constraints rather than as dynamic environments of repeated human
interaction. As aresult, it offers limited insight into how traders actually experience border systems
over time, how they interpret administrative uncertainty, and how these lived encounters
progressively reshape behavioural strategies beyond simple cost-benefit calculations.

This omission has important consequences. Current policy responses remain anchored in a narrow
reform logic focused on reducing compliance costs, simplifying procedures, and upgrading
infrastructure (e.g. border markets, testing facilities, and designated lanes for small-scale traders).
However, they insufficiently account for how repeated exposure to border systems actively
conditions economic behaviour by shaping expectations about reliability, predictability, and
institutional risk. Two mechanisms are particularly underdeveloped in existing literature on
informal trade nin Africa.

First, structural exclusion operates through institutional thresholds that systematically filter
access to formal trade. Minimum shipment sizes or volumes, licensing and business registration
fees, mandatory certification requirements, and cumulative documentation and brokerage costs
frequently exceed the working capital of small-scale cross-border traders operating in low-value
consignments. The introduction of Simplified Trade Regimes (STRs)' across several African regional
blocs reflects an implicit acknowledgement of this constraint, as these instruments are explicitly
designed to reduce procedural burdens for low-value trade, thereby highlighting the limited
accessibility of standard formal systems for large segments of small-scale traders (Nakayama, 2022;
Desiderio, 2026).

Second, behavioural adaptation emerges from repeated interaction with border environments
characterised by delays, inspection intensity, and discretionary enforcement. Over time, these

' Simplified Trade Regimes (STRs) are regional trade facilitation frameworks designed to reduce the
administrative and procedural burden of cross-border trade for small-scale traders, particularly in low-
income and developing country contexts. In practical terms, STRs: a) lower documentation requirements for
low-value consignments; b) reduce or eliminate complex customs procedures for eligible goods; ¢) set
simplified rules of origin and product lists that qualify for preferential treatment; d) use fixed or simplified
tax and duty schedules to avoid complex valuation processes; e) often include trade information desks and
trader associations that support compliance with border procedures.
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interactions generate an understanding that formal procedures are inherently unpredictable in
their execution and outcomes, including the risk of goods being rejected, delayed, or seized in
cases of non-compliance. This transforms formal compliance into a high-risk engagement in which
procedural outcomes are uncertain ex ante. In response, traders progressively adjust their
strategies, shifting away from formal compliance toward informal channels and intermediary-
mediated arrangements that offer more stable and predictable outcomes (Falco & Wiseman,
2024).

A further and analytically distinct limitation lies in how formal systems are observed in empirical
research. In practice, these systems are visible only through actors who already satisfy the
structural preconditions for participation: sufficient capital, administrative capacity, and the ability
to comply with regulatory requirements. Consequently, empirical analysis is systematically
conditioned by a selection effect that privileges structurally advantaged traders. This introduces a
persistent bias in both interpretation and policy design, leading to an overestimation of the
accessibility of formal channels and the scalability of formalisation strategies across the broader
trading population (Floridi et al., 2020)

2. Ecological Psychology, Behavioural Learning, and Suggestology
2.1. Ecological Psychology

Ecological psychology conceptualises perception and behaviour in terms of affordances,
understood as action possibilities that an environment offers an individual, arising from the
relationship between environmental properties and the actor’s capabilities (Gibson, 1979).
Affordances are therefore neither purely subjective nor purely environmental, but relational
features of organism-environment systems that structure possible action. Applied to cross-border
trade systems, this implies that traders do not respond purely to formal rules, but to the set of
available action possibilities that border environments make accessible in practice. These
possibilities are unevenly distributed and depend on traders’ material resources, institutional
access, and literacy and information-processing capacity, which jointly determine their ability to
interpret and comply with administrative requirements. This distribution of affordances is
concretely embedded in the institutional architecture of border systems in Africa, where formal
trade—while nominally available to micro- and small-scale traders—becomes practically
inaccessible due to a set of structural constraints, including:

*  Minimum volume or value requirements: Formal customs procedures are typically
designed for large traders. Small-scale traders moving goods in small consignments may
face disproportionately high testing or inspection fees or fixed costs per transaction. For
example, clearing a small batch of agricultural produce goods may require the same
procedures as a commercial shipment of consumer goods, making formalisation
economically unviable (Desiderio & Huria, 2026).

* Licensing and taxation thresholds: Access to formal trade often requires business
registration, import/export licenses, or the prior acquisition of a tax identification number
from revenue authorities. These requirements entail fixed fees, administrative procedures,
and ongoing compliance obligations that are often disproportionate to the scale of many
petty traders. For example, a cross-border trader transporting a few bags of grain or
second-hand clothing may find the financial and administrative costs of obtaining and
maintaining a formal trading licence prohibitive relative to the value of the transaction.
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* Compliance and documentation burdens exceeding working capital: Formal trade
frequently requires invoices, certificates of origin, product standards certification, and, in
some cases, laboratory testing or sanitary and phytosanitary (SPS) clearance. These
requirements not only take time but also involve upfront costs and payments that can
exceed a trader’s available cash or be higher than the value of the goods being traded.

These constraints produce a restricted affordance structure in which participation in formal trade
is not a freely available choice set, but is conditioned by structural access conditions embedded in
the design of border and regulatory systems. Traders therefore operate within survival-
constrained feasibility sets rather than abstract opportunity spaces, where viable actions are
determined by material capacity, institutional accessibility, and compliance feasibility.

2.2. Behavioural Learning Theory

The behavioural learning theory emphasises that behaviour is acquired through reinforcement,
imitation, and observational learning (Bandura, 1971), whereby individuals adapt their strategies
by observing the actions and outcomes of others within their same environment. In border
economies, however, this learning process is shaped by a systematically constrained field of
observation. Traders have limited direct visibility of formal trade processes because formal
clearance is concentrated within border facilities that are spatially separated from everyday
trading routes. As a result, formal compliance pathways are largely opaque to most traders and
cannot serve as a primary basis for imitation or learning.

Instead, traders predominantly observe actors operating through informal or semi-formal
channels. These actors are visible because their activities unfold within shared transport corridors,
border-adjacent markets, and informal brokerage networks that link multiple nodes of the trade
system. Within these spaces, practices such as rule circumvention, negotiation with border
authorities and intermediary use are directly observable and repeatedly reinforced through their
demonstrated effectiveness in resolving border frictions (Kahiya & Kadirov, 2020).

Consequently, behavioural learning is systematically skewed toward the imitation of informal
practices rather than formal compliance. This structurally filtered visibility distorts perceptions of
the relative viability of formalisation and reinforces informality as both a pragmatic adaptation and
an inferred rational strategy under conditions of limited informational access.

2.3. The Lozanov Suggestology Theory

Lozanov’s (1978) Suggestology conceptualises behaviour as being shaped not only by deliberate
cognition, but also by peripheral environmental cues that operate below conscious awareness and
influence decision-making through repeated exposure. Reinterpreted through ecological
psychology, this suggests that behaviour is continuously adjusted through structured
informational signals embedded in the environment, rather than through formal rules alone.

In institutional contexts such as border systems, these signals include the observed behaviour of
customs and border officials, the recurrent experience of delays and inspections, instances of
discretionary enforcement, and the visible occurrence of informal payments. Together, these
elements form a continuous informational field through which traders infer how institutions
operate in practice, beyond their formal design. As a result, each border interaction becomes a
learning episode that updates traders’ assessments of institutional reliability, risk exposure, and
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expected transaction costs. Over time, these repeated signals generate a stable “suggestive
environment” in which accumulated negative experiences of institutional functioning cumulatively
reinforce distrust in institutional predictability, progressively eroding confidence in formal
governance.

3. Border Economies as Behaviourally Structured Systems

African border systems constitute densely structured behavioural environments in which small-
scale traders choose among competing action pathways, including formal compliance, rule
circumvention, informal bargaining with enforcement agents, and brokerage-mediated clearance.
From an ecological psychology perspective, these pathways reflect distinct affordance structures,
i.e., action possibilities that are not equally available to all traders. For instance, access to formal
compliance depends on those that are able to meet administrative requirements, navigate
procedural complexity, and absorb compliance costs. Access to brokerage-mediated clearance
similarly depends on the ability and willingness of traders to engage intermediaries and pay
associated transaction costs. These conditions define the effective affordance landscape,
determining which actions are practically feasible and which are effectively inaccessible.

4. Psychological Mechanism: From Exposure to Systematic Avoidance

The theory outlined in this paper proposes a three-stage mechanism through which repeated
interaction with border systems produces stable behavioural adaptation away from formal
compliance and toward informal or intermediary-mediated strategies:

1) Experiential encoding: The first stage occurs during initial and early encounters with border
institutions. At this point, traders form basic representations of how the system operates based
on direct experience of administrative procedures. Encounters characterised by long processing
times, repeated documentation requirements, inspection intensity, harassment and discretionary
intervention are encoded as intrinsic features of the system rather than as isolated incidents. As a
result, formal trade is encoded as a high-friction, low-predictability system, where compliance is
cognitively and operationally associated with delay, administrative burden, and discretionary risk,
rather than with rule-based stability and procedural reliability.

2) Affective conditioning: With repeated exposure, interactions with border authorities generate
stable affective responses that shape future behavioural orientation. Traders develop an
understanding of formal procedures as complex and operationally demanding, which
progressively elicits consistent emotional and physiological responses, including stress, fatigue,
and anticipatory avoidance. Over time, these responses become routinised and directly influence
decision-making, strengthening preferences for strategies that minimise exposure to formal
procedures.

3) Cognitive consolidation through social transmission: In the final stage, repeated experiential
and affective patterns are integrated into a collective cognitive framework. Through repeated
interaction within kinship networks, traders’ associations, and border-market communities, these
experiences are communicated, validated, and stabilised into shared narratives of how border
systems function in practice. Successful informal coping strategies (such as route switching and
negotiated clearance) are observed, imitated, and reinforced through network ties, transforming
isolated experiences into collectively stabilised repertoires of action. Over time, this produces a

The Horn Economic & Social Policy Institute ] 5



Why Formalisation Policies Fail in Africa:Informal Trade as a Socially Learned Cognitive System HESPI

distributed system of practical knowledge in which informal strategies become socially normalised
and function as coordinated responses to institutional uncertainty.

5. Informal Trade as a Distributed Knowledge System

As shown in the previous section, individual learning processes generated at borders do not remain
confined to perception or inference but become embedded in social relations and repeated
interaction patterns. Over time, informal trade evolves from isolated adaptive responses into a
collectively organised system of knowledge and coordination.

In this sense, informal trade operates as a distributed knowledge system in which practical
understandings of border functioning are continuously produced, validated, and circulated
through trader networks. Information on routes, risks, enforcement practices, and effective
transactional strategies spreads across actors, allowing traders to manage institutional uncertainty
through shared experience rather than individual experimentation.

This system reduces uncertainty and coordination costs by transforming dispersed experiential
knowledge into routinised behavioural patterns. Informal trade therefore stabilises not as a sum
of individual decisions, but as a coordinated form of economic organisation grounded in
collectively maintained knowledge of how border systems operate in practice.

A key structural feature of this system is the role of intermediary actors (brokers), who operate
within environments characterised by administrative complexity and discretionary enforcement.
Rather than merely reducing transaction costs, these actors function as institutional mediators
who translate formal requirements into executable outcomes by navigating procedural opacity
and engaging directly with border authorities. In contexts of discretionary enforcement, this may
include the negotiation of informal payments as part of clearance processes (Sereide, 2014).
Through this role, intermediaries convert institutional unpredictability into standardised, fee-based
services, effectively transforming uncertainty into a commodified form of access. However, this
mediation is not externally corrective to system complexity; it is structurally dependent on it. Their
economic viability relies on the persistence of informational asymmetries and discretionary
governance practices, which constitute the very conditions they operationalise. As a result,
intermediary activity contributes to the reproduction of procedural opacity, generating a self-
reinforcing dynamic in which complexity becomes partially embedded within the economic
organisation of border systems. This produces a stabilised equilibrium in which demand for
mediation persists so long as enforcement discretion and administrative complexity remain
defining features of border governance.

6. Discretion as an Institutional Equilibrium Feature

Enforcement reform in African border systems is often framed as a technical optimisation problem
aimed at reducing compliance costs, digitising procedures, and improving administrative
efficiency. However, the analysis in this paper suggests a more fundamental constraint: informal
trade is embedded in a governance equilibrium in which enforcement discretion, trader behaviour,
and institutional incentives are mutually constitutive rather than externally separable.

Within this equilibrium, discretionary enforcement is not an institutional anomaly but a stabilised
feature of border governance. It emerges from the need to reconcile formal rules with operational
variability, fiscal constraints, and hierarchical coordination challenges. Frontline discretion enables
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operational flexibility and partially substitutes for weak administrative capacity, while also aligning
enforcement incentives with informal compensation structures. As a result, formal rules and
discretionary practices become co-dependent, jointly sustaining a system in which predictability
remains structurally limited.

From the perspective of traders, this governance structure constitutes the informational
environment within which economic decisions are formed. Enforcement variability, procedural
inconsistency, and discretionary application of rules function as signals that shape perceptions of
risk, cost, and feasibility. Over time, repeated exposure to these conditions stabilises expectations
of institutional unpredictability, reinforcing systematic avoidance of direct formal compliance and
increasing reliance on informal and intermediary-mediated strategies.

Intermediaries (brokers) play a central role in this equilibrium. Rather than simply reducing
transaction costs, they function as institutional mediators who convert procedural opacity into
standardised, fee-based services by navigating administrative complexity and engaging with
enforcement discretion. In some cases, this includes the structured negotiation of informal
payments as part of clearance processes (Sgreide, 2014). Their activity is therefore not external to
the system but embedded within it, as their economic viability depends on the persistence of
informational asymmetries and discretionary governance. This creates a reinforcing feedback loop
in which complexity is both managed and reproduced through the very mechanisms designed to
navigate it.

These dynamics imply that enforcement reform is fundamentally a vertical coordination problem
within the state. The central challenge is not the absence of formal rules, but the inability to align
incentives across hierarchical enforcement structures. Without such alignment, centrally designed
reforms are reinterpreted at the operational level, producing hybrid regimes of partial compliance
and continued discretionary extraction.

Effective reform therefore requires an incentive-compatible transition strategy that reshapes the
governance equilibrium rather than merely adjusting procedural rules. This involves gradually
reducing discretionary variance while simultaneously restructuring enforcement incentives so that
predictability and rule adherence become individually rational for frontline agents. In practical
terms, this entails a sequenced transition: short-term stabilisation through performance-linked
compensation and transparency mechanisms; medium-term substitution of discretionary rents
with rule-based remuneration systems; and long-term consolidation through fiscal integration of
enforcement gains into sustainable administrative financing.

From a fiscal perspective, this transition is not a cost but a dynamic efficiency investment. By
reducing leakage and increasing formal trade volumes, improved enforcement predictability
generates endogenous revenue gains that partially offset the cost of institutional restructuring,
particularly in high-traffic corridors.

In sum, enforcement reform should be understood not as institutional correction within a
functioning system, but as a politically embedded transition between governance equilibria.
Discretion is not an error but a stabilising mechanism; resistance to reform is structurally rational;
and successful formalisation depends on simultaneously reconfiguring enforcement incentives
and reshaping trader-state interaction environments. Without addressing this underlying
political-economic architecture, technical reforms risk being absorbed into existing discretionary
logics rather than transforming them.
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7. Conclusion

This paper has argued that informal cross-border trade in Africa should be understood not simply
as an outcome of weak institutions or burdensome regulation, but as the consequence of a socially
learned and ecologically structured behavioural system. Informality at borders persists because
border governance is experienced not as a stable rule-based environment, but as a high-variance
system in which enforcement discretion, procedural inconsistency, and selective access
systematically shape traders’ perceptions and decision-making.

Across repeated interactions, three mutually reinforcing mechanisms sustain this equilibrium. First,
structural exclusion limits effective access to formal trade by embedding high entry thresholds
documentation, licensing, and compliance requirements that exceed the operational capacities of
many small-scale traders. Second, behavioural and cognitive learning processes transform
repeated exposure to border uncertainty into stable expectations of unpredictability, which are
socially transmitted and consolidated into shared repertoires of informal and intermediary-
mediated strategies. Third, institutional incentive structures within enforcement systems embed
discretionary practices that both respond to and reproduce uncertainty, making mediation and
informality functionally integral to border governance.

Together, these mechanisms generate a self-reinforcing governance-behavioural equilibrium in
which informality is socially normalised not as a deviation from formal systems, but as a rational
adaptation to how those systems are experienced, learned, and operationalised in practice.

The policy implication is therefore more fundamental than conventional reform agendas suggest.
Informality cannot be reduced through procedural simplification or cost reduction alone, because
it is rooted in the cognitive and institutional architecture of border systems themselves. What is
required is a reconfiguration of the behavioural ecology of trade, in which predictability is
systematically produced rather than assumed. This entails: (i) reducing enforcement variability
through binding operational standards and auditable control mechanisms with credible
sanctioning of deviations; (ii) increasing procedural visibility (or legibility) through transparent and
consistently observable administrative processes, supported by coordinated enforcement
hierarchies that reduce interpretive fragmentation across institutional levels; and (iii) realigning
enforcement incentives so that predictability becomes individually rational for frontline agents
through performance-linked remuneration, procedural-consistency-based career progression, and
fiscal feedback loops that connect success from trade formalisation to institutional rewards.

Taken together, these reforms go beyond incremental administrative improvement; they can
reconfigure the informational and incentive architecture that structures border life itself.
Formalisation, in this sense, is not a end policy outcome but the progressive redesign of the
learning environment in which economic behaviour is formed, stabilised, and transmitted.
Informality will not be displaced by formal rules as such, but only when those rules are consistently
experienced (across time, actors, and border interactions) as predictable, legible, and
institutionally dependable. Only under these conditions formal trade will cease to function as an
adaptive compliance strategy and crystallise into the default learned mode of action within border
economies.
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