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International Chamber of Commerce Incoterms 2010: Your

Guide to Navigating Global Trade

Shipping goods internationally can feel like navigating a minefield. Contracts, customs, logistics – it's a

lot to handle. But one crucial element often overlooked is understanding the Incoterms rules. This post

dives deep into the International Chamber of Commerce Incoterms 2010, clarifying what they are, why

they're essential, and how they protect you in international trade. We'll break down the key terms,

explain their implications, and help you choose the right ones for your specific needs. By the end,

you’ll be equipped to confidently handle the complexities of international shipping and significantly

reduce your risk.

What are Incoterms 2010?

The International Chamber of Commerce (ICC) publishes Incoterms rules, a standardized set of three-

letter trade terms. These terms define responsibilities between buyers and sellers for the delivery of

goods in international sales contracts. Think of them as a universally understood language for global

commerce. Incoterms 2010, published in 2010 and superseded by Incoterms 2020, were widely used

and still offer valuable insight into international trade practices. Understanding them remains crucial,

especially when dealing with legacy contracts. These rules clarify who is responsible for:

Costs: Which party pays for freight, insurance, and other shipping expenses.

Risk: When the risk of loss or damage to goods transfers from the seller to the buyer.

Delivery: Where and when the goods are considered delivered.



Ignoring Incoterms can lead to costly disputes, misunderstandings, and delays. By using them

correctly, you create a transparent and legally sound framework for your international transactions.

The Key Incoterms 2010 Rules Explained

Incoterms 2010 grouped the terms into four categories based on the mode of transport:

Group E: Departure (Seller's Minimum Obligation):

EXW (Ex Works): The seller's responsibility ends when the goods are made available at their

premises. The buyer is responsible for everything else, including export clearance. This places the

maximum responsibility on the buyer.

Group F: Main Carriage Unpaid (Seller's Responsibility Increased):

FCA (Free Carrier): The seller delivers the goods to a named carrier at a named place. The buyer is

responsible for the main carriage and insurance.

FAS (Free Alongside Ship): Used for sea or inland waterway transport, the seller delivers the goods

alongside the vessel at the named port. The buyer is responsible for loading and onward carriage.

FOB (Free on Board): Also used for sea or inland waterway transport, the seller delivers the goods on

board the vessel at the named port. The buyer is responsible for all costs and risks from that point

onwards.

Group C: Main Carriage Paid (Seller's Responsibility Further Increased):

CFR (Cost and Freight): The seller pays for the carriage to the named destination port. The buyer

bears the risk of loss or damage during carriage and must arrange insurance.

CIF (Cost, Insurance and Freight): Similar to CFR, but the seller is also responsible for arranging and

paying for insurance.

CPT (Carriage Paid To): The seller pays for carriage to the named place of destination. The risk

transfers to the buyer once the goods are handed over to the first carrier.



CIP (Carriage and Insurance Paid To): Similar to CPT, but the seller is also responsible for insurance.

Group D: Arrival (Seller's Maximum Obligation):

DAP (Delivered at Place): The seller delivers the goods ready for unloading at the named place. The

buyer is responsible for import clearance.

DAT (Delivered at Terminal): The seller delivers the goods ready for unloading at the named terminal

at the named port or place. The buyer is responsible for import clearance.

DDP (Delivered Duty Paid): The seller bears all costs and risks involved in delivering the goods to the

named place of destination, including import duties and taxes. This is the seller’s maximum

responsibility.

Choosing the Right Incoterms 2010 for Your Business

Selecting the appropriate Incoterms is critical. The best choice depends on several factors, including:

Your relationship with the buyer: A strong, established relationship might justify assigning more

responsibility to the buyer.

The type of goods: Fragile or high-value goods might require more comprehensive insurance

coverage.

Your level of experience in international trade: If you're new to international shipping, starting with less

complex Incoterms is advisable.

The mode of transport: Some Incoterms are only applicable to specific transport modes.

Carefully consider these factors and consult with legal and logistics professionals to ensure you

choose the Incoterms that best protect your interests.

Incoterms 2010 vs. Incoterms 2020: Key Differences

While Incoterms 2010 are no longer the current standard, understanding them remains important. The

key differences between Incoterms 2010 and Incoterms 2020 lie primarily in clarifications and



adjustments to reflect modern trade practices. DAT and DES were replaced by DPU (Delivered at

Place Unloaded) which provides more clarity around unloading responsibilities. Additionally, there are

some minor alterations in the definition and application of other terms. However, the fundamental

concepts and principles remain largely consistent.

Avoiding Common Mistakes with Incoterms 2010

Several common pitfalls to avoid when using Incoterms 2010 include:

Failing to specify the correct Incoterm: Always clearly state the chosen Incoterm in your contract.

Misunderstanding the responsibilities: Ensure both parties understand their obligations under the

chosen Incoterm.

Not considering insurance implications: Carefully review insurance requirements based on the chosen

Incoterm.

Lack of clear communication: Maintain open communication throughout the shipping process to avoid

misunderstandings.

Conclusion

Understanding International Chamber of Commerce Incoterms 2010 is paramount for success in

international trade. By using these standardized rules, you can avoid costly disputes and create a

transparent framework for your transactions. Although superseded, knowledge of Incoterms 2010

remains valuable for understanding legacy contracts and the general principles that govern

international shipping. Remember to choose the Incoterms that best suit your specific needs and

always seek professional advice when necessary.

Frequently Asked Questions (FAQs)

Are Incoterms 2010 still legally valid? While Incoterms 2020 are the current standard, contracts1.



using Incoterms 2010 remain legally binding as long as both parties agreed to them. However,

using the current version is always recommended.

Can I use Incoterms 2010 and Incoterms 2020 in the same contract? It's generally not advisable1.

to mix Incoterms versions in a single contract. This can create confusion and ambiguity. Sticking

to a single version ensures clarity.

What happens if there is a dispute regarding the interpretation of Incoterms 2010? Disputes are1.

typically resolved through arbitration or litigation. A clear and well-drafted contract, using the

correct Incoterms, can significantly mitigate the risk of disputes.

Where can I find the official Incoterms 2010 rules? You can access the official Incoterms 20101.

rules through the International Chamber of Commerce (ICC) website or from reputable legal and

trade publications.

Are Incoterms 2010 applicable to all types of goods? Yes, Incoterms 2010 apply to all types of1.

goods in international trade, though the specific Incoterm chosen may depend on the nature and

value of the goods.
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