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Abstract

Consumer trust continues to pose a critical constraint in the development of 
e-commerce, especially in developing countries, whereby the consumers cannot 
physically see the product and seller before making a purchase. This study examines 
if Nepal’s E-commerce Act 2025 strengthen consumer trust or create burden on 
digital businesses. It further investigates how Institutional Assurance, Regulatory 
Clarity, Compliance Visibility, Perceived Risk, and Vendor Trustworthiness shape 
consumer trust in Nepal’s e-commerce environment. A quantitative research design 
has been employed in the study, and the data were collected from online consumers in 
Nepal through a structured survey. The data analysis incorporated logistic regression 
to assess the infl uence of the factors in the formation of Consumer Trust in the context 
of the new e-commerce Act. The fi ndings of the study reveal that consumer trust 
is infl uenced through visible compliance, lower perceived risk, and trustworthy 
vendor rather than regulation alone. The formal legal assurance and regulatory 
clarity were less infl uential in directly building trust. Nepal’s E-commerce Act 2025 
can be helpful in building consumer trust, but only when the rules and regulations 
are refl ected in real marketplace practice. The formation of trust is based through 
safe transactions, transparent processes, and vendor behaviour further implying 
that the practical enforcement matters more than the presence of law alone. This 
implies that policymakers should complement the Act with eff ective enforcement, 
seller verifi cation, visible compliance disclosures, secure payment arrangements and 
accessible grievance mechanisms so that legal protection becomes observable in 
consumers’ everyday transactions.
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Introduction

While E-commerce has emerged as an 
important component of the current 
consumption scenario, its growth has not 
been able to overcome the fundamental 
challenge faced in online trade, that is 
the need for trust in situations where 
the buyer cannot touch, see, or meet the 
seller or verify the seller’s reliability 
(Handoyo, 2024; Thenoz et al., 2024). 
While perceived risk, privacy, and 
uncertainty continue to be the factors 
discouraging online trade, trust 
continues to be the essential prerequisite 
for e-commerce (Kim & Peterson, 2017; 
Soleimani, 2021). The Studies have 
demonstrated that the trust of consumer 
is based on credible institutional, 
marketplace, and seller variables rather 
than on convenience or price (McKnight 
et al., 2002; Pavlou & Gefen, 2004). 
Highlighting the importance of many 
elements such as assurance, platform, 
information, and seller in the building 
of trust, the recent research on online 
trading have also confi rmed this view  
(Oliveira et al., 2017; Mousavizadeh et 
al., 2016; Singh et al., 2024). However, 
through cross-market assessments it is 
revealed that the sources of trust may not 
be the same everywhere. Nevertheless, 
the setting in which developing nations 
fi nd themselves could be one of reduced 
institutional trust and increased consumer 
distrust compared to developed nations 
where there is rapid platform growth 
(Quintus et al., 2024; Thenoz et al., 2024; 
Mayayise, 2023). Current studies show 
that consumer trust grows in proportion 
to the level of security, privacy, and 
operation matters. This transparency can 

be achieved through informing about 
data utilization via labeling (Mei & 
Deng, 2026; Uchikoshi & Frank, 2026). 

The adoption of e-commerce has 
increased more quickly than the 
development of strong consumer 
protection, dispute resolution, and 
transparent compliance systems, making 
consumer trust a policy issue rather 
than merely a market issue, in context 
of  the Asian region and other emerging 
economies of electronic commerce 
(Chawla & Kumar, 2021; Lu et al., 2021). 
Similarly, the evidences from South Asian 
countries, especially India, suggests that 
the establishment of return guarantees, 
secure payment systems, trust seals, and 
legal protection systems helps in the 
formation of  consumer trust; however, 
the privacy issues also aff ect willingness 
of consumer to conduct e-commerce 
due to uncertainty. Moreover, the recent 
research on social commerce and cross-
border e-commerce also confi rms that 
when uncertainty increases, trust heavily 
gets infl uenced by what consumers are 
able to directly observe or perceive, 
such as the safety of platform, fairness, 
transparency, and vendor behaviour; 
however, consumer’s perceived risk 
continues to aff ect their positive 
behavioural responses (Liu et al., 2025; 
Senali et al., 2024). In emerging markets, 
other research also provides evidence 
that trust is associated to diff erent factors 
such as reputation, previous experiences, 
direct observation of service quality, 
and alleviation of transactional anxiety 
rather than formal rules (Fang et al., 
2014; Mofokeng, 2023). Thus, the case 
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of Nepal is particularly pertinent because 
of the newly formalized e-commerce 
environment and the question it poses for 
both regulation and business strategy: 
whether trust among consumers will 
increase because of the formal law or 
whether it will increase because of what 
consumers directly perceive or observe 
in terms of vendor trustworthiness and 
safety in transactions (Featherman & 
Pavlou, 2003; Mavlanova et al., 2012; 
Wongkitrungrueng & Assarut, 2018). 
Recent research conducted in Nepal has 
revealed the factors such as trust, risk, 
privacy, awareness, and transparency 
of the platform aff ecting consumer 
behaviour online (Bajracharya & Thapa, 
2025; Chaudhary et al., 2025; Shrestha 
et al., 2025). But the research has not 
concentrated specifi cally on Consumer 
Trust as an independent variable. 

However, despite these advances, there 
is an important issue which has not been 
adequately addressed in the literature. 
For instance, in many studies, trust has 
been treated as a bridge to purchase 
intentions, repurchase, loyalty, and 
so on, further implying that, trust has 
been treated as a supporting factor, not 
as a primary outcome of interest for 
policymakers (Fang et al., 2014; Kim & 
Peterson, 2017). Moreover, the recent 
literature reviews clearly demonstrates 
that there is fragmentation of literature 
into diff erent Nepalese contexts such 
as business-to-consumer, consumer-to-
consumer, social commerce, etc creating 
the demand for more contextual study 
explaining the integration of institutional 
and organizational factors in building 
trust among the consumers (Mayayise, 
2023; Thenoz et al., 2024; Soleimani, 
2021). Also, the studies from diff erent 
markets reveal that there is diff erence 
between the signifi cance of institutional 

protection, marketplace signals, and 
vendor behaviour between developed 
and emerging markets implying that the 
fi ndings of a particular market might not 
be applicable to another market (Quintus 
et al., 2024; Oliveira et al., 2017). 
The literature mainly focuses on the 
signifi cance of website quality, security, 
privacy, and reputation separately; 
however, there are only few studies that 
have examined the relative importance 
of Institutional Assurance, Regulatory 
Clarity, Compliance Visibility, Risk, 
and Vendor Trustworthiness collectively 
in a single framework of Consumer 
Trust (Featherman & Pavlou, 2003; 
Mavlanova et al., 2012; Mousavizadeh 
et al., 2016). However, in Nepal, there 
seems to be a signifi cant gap regarding 
the consumer trust that originates from 
institutional factors, as opposed to 
consumer trust that comes from visible 
compliance, less risk perception, and 
credible vendors (Pavlou & Gefen, 2004; 
Singh et al., 2024; Tandon et al., 2020). 
The gap exists since Nepal is a country 
that has just formulated laws related to 
e-commerce and it is not known whether 
consumer trust emerges from the laws or 
compliance and safer transactions with 
credible vendors. The study provides 
signifi cant insight into these aspects. 

In this context, the current study aims 
to explore the eff ect of institutional 
assurances, regulatory clarity, 
compliance visibility, perceived risk, 
and vendor trustworthiness on consumer 
trust in the digital marketplace regulated 
by the E-commerce Act 2025 in Nepal. 
The current study will provide insights 
into whether trust in Nepal’s digital 
marketplace is created through presence 
of regulations or visible signs of safety and 
reliability in terms of online transactions. 
This shows theoretical implication since 
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it brings together both institutional and 
marketplace perspectives on consumer 
trust in one framework rather than 
separately. Furthermore, this study 
will have considerable implication for 
regulators, e-commerce sites, and online 
sellers in Nepalese context. Since the trust 
relies more on compliance, lower risks, 
and trustworthiness of vendor rather than 
on regulations, then implementation, 
transparency, verifi cation, and seller 
behavior would be more important than 
issuing regulations. In this regard, the 
study provides empirical evidence which 
may help develop better governance 
system for e-commerce in Nepal and 
other developing digital economies. 

2. Literature Review 

2.1 Theoretical Foundation

It can be suggested that the E-commerce 
Act of Nepal, 2025, represents one more 
attempt of the government to establish 
a secure, predictable, and reliable 
environment for online transactions; 
however, building of online trust does 
not happen solely through legislation. It 
seems appropriate to apply institutional 
trust theory, signalling theory, 
organizational trust theory, perceived risk 
theory, and commitment-trust theory for 
a more detailed explanation. According 
to the institutional trust theory, in case 
the buyer and seller have no personal 
acquaintance with each other, the legal 
protection measures, complaint process, 
and predictability provide consumers 
with more confi dence in their online 
transactions (McKnight et al., 2002; 
Pavlou & Gefen, 2004). Similarly,  it 
implies that institutional protection 
becomes more meaningful when it is 
translated into concrete marketplace 
mechanisms that consumers can see 

and use, rather than remaining only at 
the level of formal regulation (Pavlou 
& Gefen, 2004). Furthermore, the 
signalling theory states that verifi ed seller 
identities, visible compliance practices, 
secure payment systems, and transparent 
return policies reduces information 
asymmetry and communicate legitimacy 
to buyers (Mavlanova et al., 2012). 
Similarly, organizational trust theory 
states that trust is enhanced through the 
ability of sellers to display competence, 
integrity, and benevolence making 
Vendor Trustworthiness a signifi cant 
driver of Consumer Trust (Mayer et al., 
1995; McKnight et al., 2002). In contrast, 
the perceived risk theory implies that 
the concerns over fraud, poor product 
performance, privacy loss or time spent 
will undermine the trust that deters online 
transactions (Featherman & Pavlou, 
2003). Lastly, commitment-trust theory 
off ers an explanation for the signifi cance 
of trust as a key outcome since it enables 
continued exchange relationships, 
purchase intentions, and stronger 
consumer relationships in e-commerce 
transactions (Kim et al., 2008; Morgan 
& Hunt, 1994). Overall, these theories 
imply that consumer trust in context of 
E-commerce Act 2025 in Nepal will be 
more a product of the salience or visibility 
of the law rather than the existence of the 
law. This formulation of the problem is 
consistent with your empirical fi ndings 
since your logistic regression results 
show that trustworthiness of the vendor 
is the strongest predictor of higher 
trust, while the visibility of compliance 
also increases trust, and perceived 
risks negatively aff ect trust; however, 
institutional assurances and regulation 
clarity are not signifi cant predictors in 
your fi nal model.
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2.2. Conceptualization and Hypotheses 
Development

2.2.1 Conceptual Framework

Figure 1 demonstrates the conceptual 
framework which presents the proposed 
relationships between Institutional 
Assurance, Regulatory Clarity, 
Compliance Visibility, Perceived Risk, 
Vendor Trustworthiness and Consumer 
Trust. This research has conceptualized 
the E-commerce Act 2025 of Nepal as a 
policy intervention aimed at enhancing 
the safety, predictability, and legitimacy 
of online transactions. Consumer trust 
in e-commerce is not anticipated to be 
a function of regulation; rather, it is a 
function of a combination of institutional 
protection, visible regulation, vendor 
behaviour, and risk perception. 
Consumer trust has been considered the 

dependent variable of this research since 
trust is what drives consumers to use 
e-commerce services and make online 
transactions because trust is what makes 
consumers confi dent about continuing 
to use e-commerce services for online 
transactions (Kim et al., 2008; Morgan 
& Hunt, 1994). According to institution-
based trust theory, signalling theory, 
organizational trust theory, and perceived 
risk theory, it has been assumed that legal 
and institutional structures may play a 
role in creating a favourable environment 
for trust; however, consumers are more 
infl uenced when they perceive these 
institutional structures to be visible in 
terms of vendor behaviour and lower 
levels of perceived risk (Featherman & 
Pavlou, 2003; McKnight et al., 2002; 
Pavlou & Gefen, 2004; Mavlanova et al., 
2012; Mayer et al., 1995). 

Figure 1 

Integrated Conceptual Framework

Source(s): Author’s conceptualization based on policy review and trust-related 
theories.
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2.2.2 Institutional Assurance and 
Consumer Trust

According to the theory of Institutional-
Based Trust, the likelihood of this trust 
increases in proportion to the degree 
to which the online environment is 
formalized and appears to be secure, 
predictable, and legally protected 
(McKnight et al., 2002; Pavlou & Gefen, 
2004). The Institutional Assurance in the 
context of e-commerce comprises laws, 
complaints, consumer protection, and 
dispute resolution. Such arrangements 
help reduce uncertainty by providing 
assurance to users that a transaction is 
being conducted under a set of rules rather 
than relying on personal familiarity. 
With regard to the E-commerce Act 
2025 of Nepal, Institutional Assurance 
is expected to establish the foundation of 
trust at the basic level by ensuring that the 
online transactions are taking place in an 
environment of laws and order. Despite, 
institutional assurance may operate 
partly through visible marketplace 
mechanisms, the institution-based trust 
theory suggests that it can still provide 
a favourable background condition for 
consumer trust.

H1: Institutional Assurance has a 
signifi cant positive eff ect on Consumer 
Trust 

2.2.3 Regulatory Clarity and 
Consumer Trust

Regulatory clarity refers to the extent 
to which rules, obligations, rights, 
and procedures are understandable to 
market participants. In essence, clear 
regulations are likely to make consumers 
feel that there are fair rules governing 
online transactions and that the sellers 
are aware of the regulations that are 
guiding their business. Based on the 

institution-based theory of trust, clear 
rules are likely to promote a sense of 
trust in digital environments (Pavlou & 
Gefen, 2004). In the case of an emerging 
e-commerce market such as Nepal, clear 
regulations are likely to promote a sense 
of trust since consumers are likely to 
rely on formal rules to assess whether 
the platforms and sellers are operating 
within acceptable boundaries. Therefore, 
clear regulations under the E-commerce 
Act 2025 of Nepal are likely to promote 
a sense of trust among consumers by 
making the online platforms look more 
transparent and reliable. 

H2: Regulatory Clarity has a signifi cant 
positive eff ect on Consumer Trust.

2.2.4 Compliance Visibility and 
Consumer Trust

The theoretical framework of signalling 
theory provides a robust foundation for 
understanding why compliance visibility 
is important in digital markets. Customers 
in a virtual world cannot observe the true 
motives and characteristics of the seller 
because there is nothing visible in such 
situations, and thus, buyers usually rely 
on visible signals (Mavlanova et al., 
2012). In e-commerce, visible signals are 
such that include the verifi able identity 
of the seller, secure payment methods, 
return policies, complaints channels, and 
others that indicate sellers' or platforms' 
adherence to the standards. If there is 
compliance visibility, then regulation 
will be tangible rather than intangible. 
Consumers are no longer relying on the 
presence of laws but instead see how 
such laws are manifested in market 
practices. Thus, compliance visibility is 
supposed to have more eff ect in building 
trust than formal regulation does.

H3: Compliance Visibility has a 
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signifi cant positive eff ect on Consumer 
Trust

2.2.5 Perceived Risk and Consumer 
Trust

Perceived Risk Theory indicates that 
people will be less likely to engage in 
transactions if they feel that there are 
some risks involved in the process, 
which can happen because of fraud, 
violation of privacy, insecure payments, 
poor performance of products, or 
wastage of time (Featherman & Pavlou, 
2003). With regard to online commerce, 
trust tends to go hand-in-hand with risk. 
When the transaction becomes riskier, 
the degree of trust declines. This point 
is signifi cant from the standpoint of 
emerging countries where people are 
still doubtful regarding the genuineness 
of the products, violation of privacy, 
and weak laws. From the standpoint 
of E-commerce Act of 2025 in Nepal, 
development of regulatory environment 
can help minimize the risks, and 
higher the risk, lower the trust among 
consumers.

H4: Perceived Risk has a signifi cant 
negative eff ect on Consumer Trust

2.2.6 Vendor Trustworthiness and 
Consumer Trust

According to the Organizational trust 
theory, trust is built when one party is 

honest, able and benevolent (Mayer et 
al., 1995). In e-commerce setting, these 
qualities are refl ected in reliable delivery, 
fair policies, accurate information of the 
product, responsiveness, and responsible 
handling of customer concerns. Vendor 
trustworthiness is therefore more 
immediate and experience-based than 
broad institutional protection. Consumers 
may be aware of the fact that some form 
of regulation does exist, but their overall 
decision will be based on their assessment 
of the competence, transparency, and 
reliability of the seller. This rationale is 
also supported by studies on online trust, 
where it was found that the likelihood of 
creating trust, encouraging repurchase, 
and building long-term relationships was 
high for sellers who were considered 
trustworthy (Kim et al., 2008; McKnight 
et al., 2002). In Nepal’s e-commerce 
setting, vendor trustworthiness is thus 
expected to be a major positive driver of 
consumer trust.

H5: Vendor Trustworthiness has a 
signifi cant positive eff ect on Consumer 
Trust

2.3 Policy Review 

Table 1 presents the key Nepalese legal 
and regulatory instruments underpinning 
compliance visibility and consumer trust 
in e-commerce platforms.

Table 1

Policy Review

Policy  Issuer Provisions relevant to compliance visibility & trust

Electronic 
Commerce 
Act, 2081 
(2025)

Government 
of Nepal 

Establishes legal basis to regulate and systematize 
e-commerce and standards are provided for seller 
obligations, complaint handling, and penalties further 
enabling platform-level displays of verifi ed status, 
return or refund norms, and offi  cial grievance channels. 
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Policy  Issuer Provisions relevant to compliance visibility & trust

Consumer 
Protection 
Act, 2075 
(2018)

Government 
of Nepal

Enumerates consumer, enabling redress and 
enforcement that can be surfaced through clear return 
or warranty disclosures and complaint pathways on 
platforms

Electronic 
Transactions 
Act, 2063 
(2008)

Government 
of Nepal

Recognizes electronic records or signatures and 
government e-publication that serves as foundational 
for trustworthy e-contracts and audit trails that support 
dispute resolution and secure payment fl ows. 

Payment and 
Settlement 
Bylaw, 2077 
(2020)

Nepal Rastra 
Bank (NRB)

Regulates payment service providers or operators, 
interoperability, oversight and licensing, strengthening 
secure payment signals

Payment & 
Settlement 
Act, 2019 
(2075)

Government 
of Nepal

Statutory basis to develop secure, and reliable payment 
systems that supports consumer confi dence through 
standardized, supervised digital payments which is 
crucial for risk reduction

Note. (Electronic Commerce Act, 2025; Consumer Protection Act, 2075; Electronic 
Transactions Act, 2063; Payment and Settlement Bylaw, 2077; Payment and 
Settlement Act, 2075) 

The combined eff ect of these Nepalese 
regulatory policies ensures that these 
platforms can use compliance as visible 
trust signals that include verifi ed identity 
of sellers, pre-purchase disclosures, 
monitored payment mechanisms, and 
access to dispute resolution process. In 
other words, the policy framework is 
similar to the compliance and visibility 

models of enforcement.

2.4 Empirical Review

Table 2 provides a structured synthesis 
of the most relevant empirical studies, 
with particular attention to their 
theoretical grounding, focal variables, 
major fi ndings, and unresolved gaps in 
the literature. 

Does Nepal’s E-commerce Act 2025 Build Trust or Burden Digital Business? 

Table 2

Empirical Review

S.N. Author and 
Year

Theory 
Framework

Key Variables 
and Constructs

Main Findings Analytical Gap

1 Pavlou & 
Gefen (2004) 

Institution-
Based Trust

Feedback 
mechanism; 
escrow services, 
credit card 
guarantees; trust 
in intermediary; 
buyer trust; 
transaction 
intention

Eff ective 
institutional 
mechanisms 
build buyer 
trust and reduce 
risk in online 
marketplaces, 
improving 
transaction 
participation.

Early 
marketplace 
and auction 
context; does 
not distinguish 
Regulatory 
Clarity from 
Compliance 
Visibility in 
today’s platform 
economy.
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2 Fang et al. 
(2014) 

Commitment-
Trust; 
Institutional 
Mechanisms

Trust, 
satisfaction; 
repurchase 
intention; 
perceived 
eff ectiveness 
of e-commerce 
institutional 
mechanisms 
(PEEIM)

Trust and 
satisfaction 
drive repurchase 
intention, while 
perceived 
institutional 
eff ectiveness 
strengthens these 
relationships.

Trust is treated 
mainly as 
a route to 
repurchase, not 
as a standalone 
policy-relevant 
outcome. 

3 Oliveira et al. 
(2017)

Consumer 
Trust-
Dimensions 
Model

Competence, 
integrity; 
benevolence, 
overall trust; 
purchase-related 
outcomes

Consumer 
trust is multi-
dimensional; 
competence, 
integrity, and 
benevolence 
jointly shape 
overall trust in 
e-commerce.

Strong on trust 
dimensions, 
but weak on 
legal-regulatory 
and visible 
compliance 
signals in 
emerging 
markets. 

4 Quintus et al. 
(2024) 

Cross-Market 
Trust Model

Antecedents and 
consequences of 
trust; advanced vs 
emerging markets

Trust drivers 
diff ers across 
markets, as 
context matters.

Cross-market 
comparison 
is useful; 
despite, Nepal’s 
regulatory 
transition remain 
underexplored. 

5 Singh et al. 
(2024) 

Platform Trust 
and Security-
Belief Approach

Security aspects; 
trust beliefs; use 
of platforms

Security 
cues strongly 
shapes Trust 
in e-commerce 
platforms 

Platform and 
security beliefs 
are prioritized 
over compliance 
visibility, seller 
credibility, and 
legal assurance.

6 Chawla & 
Kumar (2021) 

Consumer 
protection 
and  legal-
institutional 
perspective

Consumer 
protection 
law; security 
and privacy; 
customer care 
and warranty; 
trust and 
loyalty; website 
information

Strong legal 
protection may  
enhance trust in 
India,; however, 
service quality 
and website 
factors still 
matters.

Despite, legal 
protection is 
noted, there 
is no clear 
diff erentiation 
between formal 
regulation 
and visible 
compliance 

7 Tandon et al. 
(2020) 

E-commerce 
institutional 
mechanics

Virtual try-on; 
return policy; 
pay-on-delivery, 
vendor guarantee; 
free shipping; 
trust; repurchase 
intention

Intangible 
product features 
and institutional 
mechanics 
signifi cantly 
improve 
consumer trust 
and repurchase 
intention.

Strong on 
institutional 
mechanics, but 
still orients 
trust toward 
repurchase, not 
direct consumer-
trust formation 
under regulatory 
reform. 
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8 Shrestha 
(2023) 

Attitude-
mediated 
purchase 
intention model

Trust, attitude; 
product variety; 
country of 
origin; social 
media; purchase 
intention

Trust is an 
important 
predictor 
of purchase 
intention, and 
attitude mediates 
several eff ects.

Trust is 
acknowledged, 
but its 
institutional, 
regulatory, and 
vendor-side 
antecedents 
remain 
underdeveloped. 

9 Chaudhary et 
al. (2025) 

E-trust 
mediation 
framework

Perceived 
security risk; 
perceived 
privacy; user 
interface quality; 
information 
quality; 
e-commerce 
awareness; 
e-trust; e-loyalty

E-trust 
signifi cantly 
mediates the 
eff ects of 
information 
quality, privacy, 
and security-risk 
related factors 
on e-loyalty 
among Nepalese 
consumers.

Still loyalty-
centred and does 
not incorporate 
regulatory 
clarity, 
compliance 
visibility, 
or vendor 
trustworthiness.

Step 1: For Binary Outcome Defi nition

Does Nepal’s E-commerce Act 2025 Build Trust or Burden Digital Business? 

3. Methodology

The present study adopted a quantitative, 
cross-sectional survey design for 
analyzing the relationships between 
institutional assurance, regulatory clarity, 
compliance visibility, risk perception, 
vendor credibility, and consumer trust in 
the context of E-commerce Act 2025 of 
Nepal. This research adopted a deductive 
and explanatory design due to testing 
of theory-driven hypotheses and use of 
standardized survey data for one-time 
observation (Setia, 2016; Saunders et al., 

2019). Preliminary screening, descriptive 
statistics, reliability analysis, correlation 
analysis, demographic cross-tabulation, 
and binary logistic regression analysis 
were performed in the IBM SPSS 
Statistics 23 software. Since consumer 
trust was taken as the dependent variable 
and coded 1 for higher trust and 0 for 
lower trust, binary logistic regression 
analysis was selected for the present 
study (Peng et al., 2002; Saunders et al., 
2019).

Step 2: Linear predictor / latent trust index

Step 3: Logistic probability transformation
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Step 4: Log-odds functional form

Where: IA = Institutional Assurance, RC = Regulatory Clarity, CV = Compliance 
Visibility, PR = Perceived Risk, and VT = Vendor Trustworthiness.

The Institutional Research Ethical 
Review Committee of Lumbini Banijya 
Campus, Butwal, Nepal, granted ethical 
approval for the research under the Ref. 
No. IERB/LBC/03/2026 dated February 
11, 2026. Participation in the study was 
voluntary and prior to data collection, 
informed consent was obtained from 
the participants. Anonymity and 
confi dentiality of all the participants 
were ensured throughout the research. 
The target population for the study 
comprised registered online consumers 
of Nepal, who have had experience 
in doing business in the e-commerce 
environment in diff erent sectors like 
retailing, fashion, electronics, food 
delivery services and other service 
sectors. As there was no sampling frame 
available for such consumers, purposive 
sampling technique was employed.

Data were gathered from February 12, 
2026, through May 15, 2026, in all seven 
provinces in Nepal, targeting major cities 
in all seven provinces. The combination 
of both e-questionnaires using Google 
Forms and traditional questionnaires 
was employed to widen the geographic 
reach and account for respondent’s 
variable access to technology. It required 
384 respondents as the required sample 
size that is calculated using the formula 
of Cochran's sampling for infi nite 
population size with 95% confi dence 
level and 5% margin of error (Cochran, 
1977; Charan & Biswas, 2013). 

A seven-point Likert scale, where 1 is 
equal to “strongly disagree” and 7 is 

equal to “strongly agree,” was used in 
the questionnaire. This type of scale 
was chosen due to the balance between 
response sensitivity and ease of use by 
participants (Dawes, 2008). The survey 
contained a demographic part and 30 
main questions about six constructs, 
where each construct contained fi ve 
items. The constructs measured 
consumers’ perceptions of institutional 
protection, regulatory clarity, compliance 
cues, vendor trustworthiness, transaction 
risk, and general trust in Nepalese 
e-commerce platforms and vendors. The 
measures of the constructs were based 
on previous research on e-commerce 
trust and risk, namely on McKnight et al. 
(2002), Pavlou (2003), and Featherman 
and Pavlou (2003), and were adjusted 
to the framework of Nepal E-commerce 
Act 2025. The composite scores were 
calculated by means of the average 
score of the items in each construct, 
considering the directions of the 
questions. One perceived risk question 
that was positively formulated was 
reverse-coded before the calculation of 
the scale score. A pilot testing was carried 
out for 37 respondents. Cronbach’s alpha 
coeffi  cients of all constructs were above 
0.70, which demonstrates acceptable 
reliability for the adapted questionnaire 
(Nunnally & Bernstein, 1994; Taber, 
2017).

Following the data collection stage, 
the survey responses underwent an 
examination to fi lter out any possible 
duplicates, coding mistakes, impossible 
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Nagelkerke R2, classifi cation accuracy, 
and collinearity testing (Hosmer et al., 
2013; Menard, 2010; Peng et al., 2002). 

4. Result and Analysis 

4.1 Descriptive Statistics 

Descriptive Statistics of the Study 
Variables is illustrated in Table 3. The 
mean score for Regulatory Clarity is 
highest among all the variables (M = 5.61, 
SD = 1.34), implying that consumers fi nd 
e-commerce regulations quite clear and 
comprehensible. The second and third 
highest mean values for Compliance 
Visibility (M = 5.24, SD = 1.32) and 
Institutional Assurance (M = 5.04, SD 
= 1.39) show that respondents consider 
the signifi cance of legal, institutional 
and compliance factors for securing 
transactions in online environment. 
However, Perceived Risk variable shows 
relatively high value of mean (M = 5.17, 
SD = 1.39), which suggests that risks 
of being exposed to fraud, abuse of 
personal information, and false products 
still aff ect consumers’ online activities. 
The value for Vendor Trustworthiness 
indicates that consumers have diff erent 
experience with online vendors, and the 
score for Consumer Trust is the lowest 
one (M = 3.80, SD = 1.64). These 
results imply that there is a positive 
view of regulations and institutional 
arrangements; but consumer trust in 
Nepal’s e-commerce industry is still 
emerging and is based on enforcement 
effi  cacy, vendor reliability, and personal 
experiences from online transactions (Lu 
et al., 2016; Soleimani, 2021; Pavlou & 
Gefen, 2004; Mofokeng, 2023).

values, partial responses, and response 
patterns that would not be useful. Only 
valid answers were used, therefore, no 
imputation was done (Dong & Peng, 
2013). Outlier examination was carried 
out with caution owing to the limited 
nature of the responses on the scale 
of seven points. The objective was to 
examine impossible values and response 
patterns rather than the genuine extreme 
responses which could be valuable in 
perception studies (Leys et al., 2013). 
The problem of common method bias 
was solved using procedural controls. 
Confi dentiality was assured and 
instructions lowered evaluation pressure.

The obtained VIF scores ranged between 
1.333 and 4.550 implying the absence 
of detrimental multicollinearity between 
the predictor variables (O'Brien, 2007). 
The process of analyzing the data 
involved three phases. To start with, the 
fi rst phase involved descriptive statistics. 
The second phase included conducting 
the analysis of reliability and Pearson 
correlations. The third phase entailed 
the cross-tabulations of the demographic 
variables concerning higher and lower 
trust levels with respect to gender, 
age, education, and marital status. 
Binary logistic regression analysis 
was performed to examine the eff ect 
of institutional assurances, regulatory 
assurances, compliance assurances, risk 
perception, and vendor assurances on 
customer trust. The goodness-of-fi t of the 
regression model was examined through 
the use of Wald statistic, odds ratio with 
95% confi dence intervals, goodness-of-
fi t test (the Hosmer-Lemeshow test), 
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Table 3

Descriptive Statistics 

 Minimum Maximum Mean Std. Deviation

Institutional Assurance 1 7 5.0354 1.39218

Regulatory Clarity 1.4 7 5.6135 1.33888

Compliance Visibility 1.2 7 5.2422 1.31812

Perceived Risk 1.2 7 5.1682 1.38833

Vendor Trustworthiness 1 7 4.2833 1.73525

Consumer Trust 1 7 3.7969 1.63723

4.2 Reliability, Multicollinearity 
Analysis and Correlations

Table 4 presents the reliability, 
multicollinearity, and correlation results 
for the study constructs. The Cronbach’s 
alpha values ranged from 0.842 to 0.875, 
which are above the recommended 
minimum value of 0.70. The overall 
Cronbach’s alpha value of 0.877 also 
shows that the measurement scale has 
strong internal consistency (Cronbach, 
1951; Nunnally & Bernstein, 1994; 
Field, 2018). In addition, the VIF values 
fall within the range of 1.333 to 4.550, 
indicating that there is no problem of 
multicollinearity since the values are 
below 5 (O’Brien, 2007).

Based on the correlation analysis, it 
becomes clear that Consumer Trust has 
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signifi cant and positive association with 
Institutional Assurance, Regulatory 
Clarity, Compliance Visibility and 
Vendor Trustworthiness. The most 
signifi cant correlation can be observed 
between Vendor Trustworthiness and 
Consumer Trust (r = 0.814, p < 0.01), 
proving the importance of vendor 
credibility for developing e-commerce 
trust. In contrast, Perceived Risk has 
a negative and signifi cant relationship 
with Consumer Trust (r = -0.297, p < 
0.01), suggesting that higher perceived 
risk lowers consumer’s trust in online 
transactions. Overall, the results 
confi rm that the measures are reliable, 
multicollinearity is within an acceptable 
range, and the relationships among 
the constructs are consistent with the 
theoretical expectations.

Table 4

Reliability, Multicollinearity Analysis and Correlations

Construct Items α VIF IA RC CV PR VT CT

IA 5 0.85 2.57 1

RC 5 0.85 2.97 .658** 1

CV 5 0.84 4.55 .772** .789** 1

PR 5 0.85 3.85 .673** .716** .817** 1
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Construct Items α VIF IA RC CV PR VT CT

VT 5 0.87 1.33 .400** .477** .384** .386** 1

CT 5 0.88 - .410** .416** .380** -.297** .814** 1

Note.  SPSS V23  (IA = Institutional Assurance, RC = Regulatory Clarity, CV = 
Compliance Visibility, PR = Perceived Risk, VT = Vendor Trustworthiness and CT= 
Consumer Trust) 

4.3 Demographic Crosstab Analysis

Demographic crosstabs were performed 
to assess diff erences in Consumer Trust 
in terms of gender, age, education, 
and marital status prior to performing 
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binary logistic regression (Field, 2018; 
Pallant, 2020). Consumer Trust was 
dichotomized into a binary dependent 
variable, where Higher Trust was scored 
as 1 and Lower Trust as 0 (Saunders et 
al., 2019).

Table 5

 Demographic Crosstab Analysis

Variable Category Lower Trust Higher trust Total

Gender Male 175 62 237

Female 93 54 147

Total 268 116 384

Age Group 18 to 20 years 71 18 89

20 to 30 years 95 60 155

30 to 40 years 77 31 108

Above 40 years 25 7 32

Total 268 116 384

Qualifi cation +2 and below 12 3 15

Bachelor’s level 109 46 155

Master’s level 100 47 147

Above Master’s 47 20 67

Total 268 116 384

Marital Status Married 188 85 273

Unmarried 80 31 111

Total 268 116 384

As shown in Table 5, females reported 
a higher proportion of trust than 
males, while respondents aged 20-30 

showed the highest level of higher trust 
compared with other age groups. In 
terms of education, trust was relatively 
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stronger among bachelor’s, master’s, and 
above-master’s respondents than among 
those with +2 or lower qualifi cations, 
suggesting that education and digital 
awareness may support trust formation. 
Married respondents also showed 
slightly higher trust than unmarried 
respondents. Overall, the crosstab results 
indicate that trust in Nepal’s e-commerce 
context varies across demographic 
groups, particularly by gender, age, 
and education, and therefore provides 

a useful basis the subsequent logistic 
regression analysis.

4.4 Binary Logistic Regression

Binary logistic regression was conducted 
to examine the eff ects of Institutional 
Assurance (IA), Regulatory Clarity (RC), 
Compliance Visibility (CV), Perceived 
Risk (PR), and Vendor Trustworthiness 
(VT) on Consumer Trust (CT), coded as 
Lower Trust = 0 and Higher Trust = 1.  
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Table 6

Binary Logistic Regression Results

Variables B S.E. Wald df Sig.
Exp 
(B)

95% C.I. for 
(B)

Decision

Lower Upper

H1: IA→CT 0.161 0.183  0.776 1 0.378 1.174 0.821 1.68 Not supported

H2: RC→CT 0.039 0.212 0.033 1 0.855 1.039 0.686 1.576 Not supported

H3: CV→CT 0.837 0.287 8.519 1 0.004 2.31 1.317 4.054 Supported

H4: PR→CT -0.669 0.215 9.732 1 0.002 0.512 0.336 0.78 Supported

H5: VT→CT 1.208 0.15 65.125 1 0 3.348 2.497 4.49 Supported

Constant -8.814 1.321 44.517 1 0 - -

Thus, estimated empirical specifi cation 
after substituting the coeffi  cients 

generated using SPSS to provide the 
empirical equation for this study can be 
expressed as:

As shown in Table 6, the model 
demonstrated good explanatory and 
predictive strength, with a Nagelkerke 
R² of 0.571 and an overall classifi cation 
accuracy of 84.1%.  The insignifi cant 
Hosmer-Lemeshow test outcome (p 
= 0.940) implies that the model fi t 
the data well without any diff erences 
between observed and expected 

outcomes (Menard, 2010; Hosmer et 
al., 2013). As for the predictors, Vendor 
Trustworthiness turned out to be the best 
positive predictor of Consumer Trust 
(Exp(B) = 3.348, p < 0.001), followed by 
Compliance Visibility (Exp(B) = 2.310, p 
= 0.004). Consequently, the e-commerce 
websites will be trusted by the customers 
if the vendors are reliable and there is 
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compliance. It is observed that the eff ect 
of Perceived Risk on Consumer Trust is 
highly signifi cant and negative (Exp(B) 
= 0.512, p = 0.002), which implies that 
there is a feeling of security regarding 
the risk involved in their transactions. On 
the other hand, Institutional Assurance 
and Regulatory Clarity do not have 
any statistically signifi cant eff ect on 
Consumer Trust. Overall, the fi ndings of 
the study implies that the trust level in 
the e-commerce environment of Nepal 
depends largely on the credibility of the 
vendors, compliance, and risk involved 
rather than regulation or institutions as a 
whole. 

5. Discussion

This research adds value to the existing 
knowledge about trust in e-commerce 
through its fi nding that consumer trust 
in the emerging economy of Nepal 
is infl uenced not by the process of 
regulation per se but by its visibility 
through market-related processes, 
behaviors of sellers, and risk reduction 
measures. It expands the framework 
of institutionalized trust through its 
proposition that trust is developed 
by legal guarantees through their 
transformation into consumer protection 
(McKnight et al., 2002; Pavlou & 
Gefen, 2004). The Compliance Visibility 
also holds its importance in terms of 
signalling theory, as these signals such 
as an established mode of payment, an 
authentic vendor and clear policy on the 
platform are used as a trusted mechanism 
for determining the credibility of online 
transactions (Mavlanova et al., 2012). 
Similarly, the importance of Vendor 
Trustworthiness is also compatible with 
the organization’s theory of trust, as it 
shows that attributes such as honesty, 
dependability and competence still hold 

their importance in building consumer’s 
trust (Mayer et al., 1995). Overall, from 
the results obtained, it can be said that 
trust in the new e-commerce environment 
can be eff ectively explained through 
a combination of all three variables. 
The current research results are also 
confi rmed by the fi ndings of recent 
empirical studies in Nepal according 
to which information quality, privacy, 
security, and trust aff ect the behaviour 
of online customers (Chaudhary et al., 
2025; Shrestha, 2023). The increased 
impact of Vendor Trustworthiness 
and Compliance Visibility shows that 
consumers in Nepal value visible actions 
and practices of sellers more than the 
mere existence of regulation. Thus, the 
E-commerce Act will positively aff ect 
consumer trust only if its requirements 
will be implemented in the form of seller 
verifi cation, payment protection, etc.  

6. Conclusion and Implications 

This study concludes that the 
E-commerce Act of Nepal, 2025, is 
not on its own suffi  cient to foster a 
high level of trust among consumers. 
The results indicate that trust is more a 
function of what consumers experience 
in the process of online transactions 
than a function of the presence of 
regulation. Among the predictors, vendor 
trustworthiness was found to be the most 
infl uential predictor of trust, followed by 
compliance visibility, whereas perceived 
risk negatively aff ects trust. Contrary to 
expectations, institutional assurance and 
regulatory clarity did not have a direct 
eff ect on trust in the fi nal model. These 
results indicate that trust in the context 
of Nepal’s electronic commerce is less a 
function of legal presence than a function 
of vendor trustworthiness and safety.

In view of this research evidence, 
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consumer confi dence in the e-commerce 
environment in Nepal needs more 
than legislation; these laws need to be 
operationalized in the real marketplace 
environment. The key issues that 
policymakers can address in order to 
achieve this objective include the issue 
of enforcement, seller verifi cation, 
disclosure and complaint handling 
mechanisms. The platform can also 
enhance trust by ensuring verifi ed seller 
badge, return policy, secure payment 
mechanism, and grievance redressal 
system. As risk perception lowers trust, 
sellers and platforms should also work 
towards increasing product accuracy, 
delivery effi  ciency, secure payment, 
privacy, and after sales service. 

7. Limitations and Future Research 
Directions

There are certain limitations associated 
with this study. For instance, it is cross-
sectional in nature and provides insights 
into the attitudes of consumers at one 
point in time. It does not provide any 
information regarding the development 
of trust after the full enforcement of 
the act. The use of purposive sampling 

could be another possible limitation 
associated with this research because the 
results might be generalized to a larger 
number of online consumers in Nepal. 
Further, the present study is related only 
to the concept of Consumer Trust and 
has not taken the perspectives of sellers, 
platforms, and digital entrepreneurs into 
consideration. 
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