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You may have noticed that when importing items into your home country, suppliers will note shipping terms on their quote to you. These terms represent what part of the shipping process is included in their price. While there is variation of how these terms are used internationally, some common definitions are given below:

Ex Works (EXW) is the simplest and most basic shipping arrangement between a buyer and seller. This term denotes that the buyer is responsible for the cost of transporting of their product from the supplier’s location to their own.

Freight On Board (FOB) term dictates that the seller is responsible for the coordination and expense of transporting the shipment to a designated departure location. FOB Shanghai for instance would dictate that the seller would be responsible for the movement of the goods to Shanghai.

Cost, Insurance and Freight (CIF) term is most often used when shipping internationally via ocean transport. This term dictates that, like FOB, the seller is responsible to transport the goods to the departure port, but, in addition, CIF includes the cost of a transferable marine insurance policy.

Delivered Duty Unpaid (DDU) term dictates that the seller is responsible for all costs to transport the shipment to a named destination point but is not responsible for the payment of the duty. The payment of the duty is the responsibility of the buyer. For example, if the agreement was DDU Atlanta, the seller would be responsible for paying for the ocean freight, inland trucking freight and all associated fees. The buyer would only be required to pay for the import duties levied on the product by the US government.

The only shipping term that shifts more responsibility to the seller is Delivered Duty Paid (DDP). This shipping term can be problematic in many cases as the majority of countries require the declaration of import be made by a national of that country. As the sellers are commonly foreign companies, the DDP shipping term is not often practical.

