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I. Introduction

Electronic commerce has fundamentally transformed the way businesses operate, consumers
purchase goods and services, and governments deliver public services. Today, commercial
transactions can be initiated, negotiated, concluded, and executed entirely through digital
platforms, making legal certainty in electronic transactions indispensable to a modern digital
economy.

Recognizing this transformation, Ethiopia enacted the Electronic Transaction Proclamation No.
1205/2020, establishing the country's first comprehensive legal framework governing electronic
commerce, electronic contracts, electronic signatures, electronic government services,
intermediary liability, and digital consumer protection. The Proclamation grants electronic
transactions the same legal validity and enforceability as traditional paper-based transactions while
promoting confidence, security, and trust in digital commerce.

As Ethiopia continues implementing its Digital Ethiopia 2025 strategy and expanding digital
financial services, e-commerce platforms, and online marketplaces, compliance with this legal
framework has become increasingly important for businesses operating in the digital space.

This legal update focuses primarily on the electronic commerce provisions of the Proclamation,
examining the legal recognition of electronic transactions, the obligations imposed on electronic
commerce operators and platform providers, consumer rights and protections, intermediary
liability, dispute resolution mechanisms, and the practical compliance considerations that
businesses should understand when conducting commercial activities electronically in Ethiopia.

II. The Rise of Electronic Commerce in Ethiopia

Electronic commerce is no longer limited to online retail. It encompasses digital marketplaces,
platform-based businesses, online service providers, mobile commerce, payment gateways,
electronic invoicing, and numerous technology-driven business models. The Electronic
Transaction Proclamation recognizes electronic commerce as an essential driver of economic
growth, financial inclusion, market expansion, and innovation.

By providing legal certainty for electronic contracts and digital communications, the Proclamation

seeks to remove legal barriers that previously discouraged businesses from conducting commercial
transactions electronically. At the same time, it introduces regulatory safeguards intended to

.
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protect consumers, promote transparency, and enhance confidence in Ethiopia’s rapidly expanding
digital economy.

III. Legal Recognition of Electronic Commerce

One of the Proclamation's most significant achievements is its confirmation that electronic
communications and electronic contracts possess the same legal validity as their paper-based
equivalents. A contract cannot be denied legal effect merely because it was concluded
electronically.

Accordingly, offers, acceptances, contract amendments, revocations, invoices, receipts, purchase
orders, and other commercial communications exchanged through electronic means are legally
enforceable, provided the statutory requirements under the Proclamation are satisfied.

The law further recognizes electronic signatures, electronic records, and electronic documents,
allowing businesses to complete commercial transactions digitally without compromising legal
certainty.

IV. Consumer Protection in Electronic Commerce

Consumer protection constitutes one of the central pillars of Ethiopia's electronic commerce
framework. Before a consumer places an electronic order, suppliers are legally required to disclose
comprehensive information regarding their identity, contact details, products or services, pricing,
applicable taxes, payment methods, delivery timelines, refund policies, guarantees, dispute
resolution procedures, and privacy practices.

The law further requires suppliers to provide consumers with an opportunity to review the
transaction, correct errors, and withdraw before submitting an order. Failure to comply with these
disclosure requirements may entitle consumers to cancel the transaction and obtain a full refund.

The Proclamation also establishes a statutory cooling-off period that permits consumers, subject
to the nature of the goods or services involved, to cancel certain electronic transactions within
seven days without providing reasons or incurring penalties.

To further enhance consumer confidence, suppliers must utilize payment systems that satisfy
accepted technological security standards and may be held liable for losses resulting from
inadequate payment security.

V. Duties of Electronic Commerce Platform Operators

The Proclamation imposes specific regulatory obligations upon electronic commerce platform
operators. These obligations extend beyond merely facilitating transactions and require active
compliance with various legal responsibilities designed to ensure transparency and accountability
within the digital marketplace.
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Platform operators must verify the identity, address, licensing status, and other relevant
information of merchants seeking to sell goods or services through their platforms. They are also
required to maintain updated records of registered operators and periodically verify the accuracy
of such information.

In addition, electronic commerce platforms are required to establish effective dispute resolution
mechanisms capable of resolving disputes arising between consumers and merchants operating
through the platform.

The law further introduces a local content requirement by providing that at least fifty percent of
the products or services offered through electronic commerce platforms should consist of local
products and services, thereby supporting domestic economic development.

VI. Formation of Electronic Contracts

The Proclamation confirms that contracts may be negotiated and concluded entirely through
electronic communications. Electronic offers, acceptances, confirmations, amendments, and
revocations carry the same legal consequences as traditional written communications.

Electronic signatures similarly satisfy statutory signature requirements where they reliably identify
the signatory and indicate approval of the contents of the electronic document. Consequently,
businesses may execute legally binding commercial agreements electronically without requiring
physical signatures, provided the prescribed reliability standards are fulfilled.

VII. Electronic Records and Evidence

Businesses conducting electronic commerce must maintain electronic records in a manner that
preserves their integrity, accessibility, authenticity, and reliability. Electronic documents
satisfying these requirements are admissible as evidence before Ethiopian courts and
administrative bodies.

When assessing evidentiary value, courts will consider factors such as the reliability of the
electronic system used, the integrity of the stored information, and the method through which the
originator of the communication can be identified.

These provisions significantly strengthen legal certainty for businesses that rely exclusively on
digital records.

VIII. Liability of Intermediaries

Recognizing the important role played by internet service providers, hosting providers, digital
platforms, and other intermediaries, the Proclamation establishes a balanced liability framework.

Intermediaries generally benefit from limited liability where they merely transmit, host, cache, or
provide access to electronic information without initiating, modifying, or controlling the unlawful
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content. However, this protection is conditional upon acting promptly to remove or disable access
to unlawful material once valid notice has been received.

This safe-harbour framework encourages innovation while ensuring that intermediaries cooperate
in addressing unlawful online activities.

[X. Dispute Resolution in Electronic Commerce

The Proclamation encourages electronic commerce platform operators to establish internal dispute
resolution mechanisms capable of resolving commercial disagreements efficiently.

Where disputes remain unresolved, parties may resort to arbitration in accordance with the
applicable dispute settlement mechanisms established under the Proclamation and related
regulations. This approach promotes faster and more specialized dispute resolution for digital
commercial transactions.

X.  Compliance Considerations for Businesses

Businesses operating electronic commerce platforms or engaging in online commercial activities
should carefully review their operational practices to ensure compliance with the Electronic
Transaction Proclamation. Particular attention should be given to consumer information
disclosures, electronic contracting procedures, payment security, merchant verification, electronic
record retention, dispute resolution procedures, privacy practices, and compliance with
intermediary obligations.

Failure to comply with these statutory requirements may expose businesses to contractual disputes,
regulatory liability, reputational harm, and consumer claims.

XI. Conclusion

The Electronic Transaction Proclamation No. 1205/2020 represents a landmark development in
Ethiopia's digital legal framework. By granting full legal recognition to electronic commerce and
electronic contracts while introducing comprehensive consumer protection measures and
regulatory obligations for digital platforms, the Proclamation provides the legal certainty necessary
for the continued growth of Ethiopia's digital economy.

As electronic commerce continues to expand across sectors—including fintech, digital payments,
online marketplaces, logistics, and government services—businesses must move beyond simply
adopting digital technologies and ensure that their operations remain fully compliant with
Ethiopia's evolving legal and regulatory framework. Understanding these obligations is essential
for building consumer trust, minimizing legal risk, and supporting the sustainable growth of digital
commerce in Ethiopia.
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