
Incoterms 2024: Obligations, Costs, Risks,
and Benefits for Importers, Exporters, and
Young Professionals
Incoterms (International Commercial Terms) are a set of standardized
terms and codes developed by the International Chamber of Commerce
(ICC) to facilitate international trade by defining the responsibilities, costs,
and risks involved in the transportation and delivery of goods. The latest
revision, Incoterms 2023, became effective on January 1, 2023, and will
remain in force until 2027. This article provides a comprehensive overview
of Incoterms 2023, with a specific focus on the obligations, costs, risks, and
benefits for importers, exporters, and young professionals in the field.

Incoterms are used in international sales contracts to specify the terms of
delivery of goods. They define who is responsible for arranging and paying
for transportation, insurance, and other related costs. Incoterms also
allocate risks between the buyer (importer) and seller (exporter). These
risks include the risk of loss or damage to the goods during transit, the risk
of delays, and the risk of additional costs.

There are 11 Incoterms rules, each with its own unique set of obligations,
costs, and risks. The most commonly used Incoterms are:
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EXW (Ex Works): The seller makes the goods available at their
premises, and the buyer is responsible for all costs and risks from that
point forward.

FCA (Free Carrier): The seller delivers the goods to a carrier
nominated by the buyer at the seller's premises. The buyer is
responsible for all costs and risks from that point forward.

CPT (Carriage Paid To): The seller pays for the carriage of the goods
to a named destination, but the risk of loss or damage to the goods
passes to the buyer when the goods are handed over to the carrier.

CIP (Carriage and Insurance Paid To): The seller pays for the
carriage and insurance of the goods to a named destination. The risk
of loss or damage to the goods passes to the buyer when the goods
are handed over to the carrier.

DAP (Delivered at Place): The seller delivers the goods to a named
destination without unloading them from the arriving means of
transport. The buyer is responsible for all costs and risks from that
point forward.

DPU (Delivered at Place Unloaded): The seller delivers the goods to
a named destination and unloads them from the arriving means of
transport. The buyer is responsible for all costs and risks from that
point forward.
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DDP (Delivered Duty Paid): The seller delivers the goods to the
buyer's premises, cleared for import, and pays all duties and taxes.
This is the most comprehensive Incoterm, and it places the most
obligations on the seller.

The specific obligations, costs, and risks under each Incoterm are outlined
in the Incoterms 2023 publication. These obligations, costs, and risks can
be broadly categorized as follows:

Seller's obligations: The seller is generally responsible for preparing
the goods for shipment, obtaining necessary export documentation,
and delivering the goods to the carrier.

Buyer's obligations: The buyer is generally responsible for obtaining
necessary import documentation, paying for the goods, and taking
delivery of the goods.

Seller's costs: The seller is generally responsible for the costs of
preparing the goods for shipment, obtaining export documentation,
and delivering the goods to the carrier.

Buyer's costs: The buyer is generally responsible for the costs of
obtaining import documentation, paying for the goods, and taking
delivery of the goods.

Seller's risks: The seller bears the risk of loss or damage to the goods
until they are delivered to the carrier.

Buyer's risks: The buyer bears the risk of loss or damage to the
goods from the point of delivery to the carrier.



There are many benefits to using Incoterms in international sales contracts.
These benefits include:

Clarity and certainty: Incoterms provide clarity and certainty to
international sales contracts by defining the responsibilities, costs, and
risks involved in the transportation and delivery of goods.

Reduced risk of disputes: Incoterms help to reduce the risk of
disputes between buyers and sellers by clearly defining each party's
obligations.

Simplified communication: Incoterms provide a common language
for international trade, simplifying communication between buyers and
sellers.

Facilitated trade: Incoterms facilitate international trade by providing a
standardized framework for the transportation and delivery of goods.

Incoterms are essential for importers, exporters, and young professionals in
the field of international trade. Importers and exporters need to understand
Incoterms to ensure that they are aware of their obligations, costs, and
risks under international sales contracts. Young professionals need to
understand Incoterms to prepare themselves for a career in international
trade.

There are a number of resources available to help importers, exporters,
and young professionals learn about Incoterms. These resources include:

The ICC website: The ICC website provides a wealth of information
on Incoterms, including the Incoterms 2023 publication.



Incoterms training courses: There are a number of training courses
available on Incoterms, offered by the ICC and other organizations.

Incoterms books and articles: There are a number of books and
articles available on Incoterms, written by experts in the field.

Incoterms are an essential tool for international trade. They provide clarity
and certainty to international sales contracts, reduce the risk of disputes,
simplify communication, and facilitate trade. Importers, exporters, and
young professionals in the field of international trade should make sure that
they understand Incoterms.
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