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Abstract 

	   i 

Abstract  
Purpose - The purpose of this study is to explore how risks and costs can be reduced 
when working with incoterms in purchasing within the Asia-Pacific region. To fulfil 
this purpose, the following two research questions have been developed: 

1.   How does the case company currently work with incoterms when purchasing 
within the Asia-Pacific region? 

 
2.   How can risks and costs be reduced when working with incoterms when 

purchasing within the Asia-Pacific region? 
 
Method - Theories relevant for the study's purpose were collected through a literature 
study. To apply the theoretical framework to empirical data, a case study was conducted 
at a company. The empirical data was gathered through interviews and document 
studies.  

Findings - Use of the standard Incoterms 2010 is considered to be a good tool for 
reducing risks and costs when purchasing within the Asia-Pacific region, where risk 
management is a necessary complement. It is required that all employees working with 
incoterms have the right knowledge about the incoterms in order to use them correctly. 
The knowledge can be disseminated through the organisation by using knowledge 
management. It is also considered important to understand the differences between 
countries, in order to reduce the risk of misunderstanding. 

Contributions - The result of the study facilitates for companies who do not know how 
to work correctly with incoterms. The study contributes to decreasing the gap in theory 
regarding working with incoterms in the APAC region. It also facilitates for companies 
who do not know how to disseminate knowledge internally. 

Limitations - The case study was conducted at a company based in Thailand, which 
limited the ability to communicate, due to linguistic differences.  

Future research - It would be of interest to conduct an empirical study at other case 
companies of different sizes within the APAC region and in other trade regions. In 
addition, it would be interesting to study how internal courses about working with 
incoterms can be implemented in different types of organisations.  

Keywords - Incoterms 2010, APAC, Asia-Pacific, risk management, logistics costs in 
purchasing, knowledge management, relationship between risks and costs.
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1   Introduction 
This chapter provides a background to the study and an explanation of the study’s 
problem area. The purpose and research questions of the study are shown. 
Furthermore, the delimitations are explained. Finally the outline of the report is 
presented. 

1.1  Background 
The world is becoming more connected. International trading has increased enormously 
in recent years due to the acceleration of globalisation. In 2011, international trade 
accounted for nearly 60 % of global output (United Nations Development Programme, 
2013). Increased globalisation gives countries new opportunities to access the global 
market (Hartungi, 2006). When a company purchases a product from another country 
it is called importing (Baily, Farmer, Crocker, Jessop & Jones, 2008). 
 
The United Nations Development Programme (2013) has made the statement “The rise 
of the south”. This refers to a current phenomenon in which larger countries in the 
southern hemisphere are developing, due to globalisation. The mentioned rise means 
that people's dedication to development has a direct impact on wealth creation and 
broader human progress in all countries and regions of the world. This creates new 
opportunities for former less developed countries, for example China, India and 
Thailand, to take part in the new trading opportunities. According to Glasner (2014) , 
these countries are included in the Asia-Pacific region (from now on referred to as the 
APAC region in this study). Today, the APAC region has become the largest trading 
area in the world and accounts for close to 37 % of world trade (United Nation, 2014). 
 
The APAC region has lately been growing economically and this has increased the 
interdependence between the countries in terms of trade and globalisation (Asia-Pacific 
Forum for Environmental and Development, n.d.). Between 2004 and 2014, import in 
the APAC region increased by 120 % and export within the APAC region increased by 
110 % (World Integrated Trade Solutions, 2016). According to Anderson, Albinsson, 
Durmin and Kostmann (2006), the APAC region is quickly becoming more developed 
and industrialised, with many countries showing strong economic growth. In addition, 
according to the Asia-Pacific Forum for Environmental and Development (n.d.), the 
APAC region could be the most dynamic region and growth centre in the world by the 
year 2025. This increasing development demands more from the countries in trade than 
they are used to. It is also challenging for them to keep up with this development which 
involves significant risks (The United Nations Development Programme, 2013).  
 
Between 1948-2001, the worldwide trade imports increased 95 times over, which has 
led to higher purchase volumes being sourced further away from home (World Trade 
Organization, 2002).  Customers are now demanding lower prices, shorter delivery lead 
time and increased product variety, which has led to an adapted approach to purchasing, 
with companies starting to work more closely with fewer suppliers (Bäckstrand, 2012; 
Cousins, Lamming, Lawson & Squire, 2008). This approach creates effective 
purchasing, with focus being placed on product specifications and long-term 
relationships in order to ensure that delivery is made as agreed (Gadde & Håkansson, 
1998; Jonsson & Mattsson, 2011). According to Handfield, Moncza, Guinipero and 
Patterson (2011) should negotiations always be gathered into a contract. 
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Standardisation simplifies negotiations and a standard is a systematic formulation 
produced by experts to facilitate and reduce costs in purchasing, production or 
documentation (Baily et al., 2008). The International Chamber of Commerce has, 
together with experts, developed and maintained an international standard  for delivery 
terms, which is called Incoterms 2010. The standard is used in international and 
domestic contracts when purchasing goods (Ramberg, 2011). The incoterms regulate 
the allocation of delivery costs and risks between the selling and buying parties 
(Jonsson & Mattsson 2011), where risks can be defined as an uncertainty (Yates & 
Stone, 1996). According to Ramberg (2011), the introduction of the incoterm standard 
took place in 1936 and the standard has been revised seven times in order to keep up 
with the rapid expansion of world trade and globalisation. The present version of the 
incoterm standard is the Incoterms 2010 (Ramberg, 2011). According to Jonsson and 
Mattsson (2011), there are eleven different incoterms included in the present standard. 
What mainly distinguishes these eleven from each other is the point at which the 
responsibility shifts from the seller to the buyer and whether the delivery involves sea 
freight or other modes of transport. If unforseen occurences during transportation 
occurse, it puts a risk of increasing a companys profit. Therefore, it is important to have 
knowledge about the incoterms and how to choose the right incoterm to avoid 
unexpected costs (Ramberg, 2011).  

1.2  Problem Description 
The consequences when something goes wrong in trade are more serious when trading 
internationally than when trading on the domestic market. The consequences are also 
more difficult to mitigate (Cook, 2011). With increasing global trade, more issues arise 
where buyers and sellers might be unaware of differences in trade practices in various 
countries. This can lead to the risk of misunderstanding (Eldović, Vukašinović, Tešić 
& Bijelić, 2015). When companies develop closer relationships with their suppliers, the 
requirements of being able to understand and negotiate good trade contracts increase 
(Gadde & Håkansson, 1998). Companies become more subjected to risks in dealing 
with other companies when they become more dependent on each other (Hallikas, 
Karvonen, Pulkkinen, Virolainen & Tuominen, 2004; Swink & Zsidisin, 2006). 
Problems concerning import and export restrictions arise, since procedures differ from 
country to country. The distances between countries in trade also leads to higher 
transportation costs, as well as greater risks (Singh, 2012). Risks that often occur in 
trade are, according to Hedström and Granberg (2009), dishonesty or problems of 
interpretation between seller and buyer, which can be avoided if using a standard. 
 
According to Holmberg (2011), the newest standard, Incoterms 2010, was updated after 
ten years and there are several differences between the old standard and the new one. It 
is of great importance to understand the use of the incoterm standard, since there are 
legal risks if the terms are not applied correctly (Ramberg, 2011). Therefore it is 
interesting to study how companies actually work with incoterms and to study what can 
be done in order to reduce risks and costs. It is of great importance that companies use 
an incoterm that is appropriate for their transaction (International Chamber of 
Commerce, 2010). According to Nanto, Cooper, Donnelly and Johnson (2011), when a 
tsunami wrecked a container terminal in Japan in March 2011, hundreds of 
consignments were damaged and exporters who were using the wrong incoterms 
became responsible for losses that could have been avoided by using the right incoterm. 
This means that using the incorrect incoterm can lead to negative consequences, such 
as for example when an incoterm relating only to sea and inland waterways is used for 
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road transportation, instead of using an incoterm suitable for all modes of transport 
(Incoterms Explained, n.d). The incoterms do not facilitate trade if the parties use the 
wrong terms (Ramberg, 2011).  
 
Companies often have a lack of knowledge about using incoterms in the right way 
(Malfliet, 2011). In companies there are often several departments that work with 
incoterms in some way and in many cases there is one person or one smaller group in 
charge of deciding which incoterms should be used when trading (Ramsay, 2015). This 
makes it important to study an organisation’s internal knowledge about incoterms, since 
a lack of understanding of the terms can lead to the risk of overestimating or 
underestimating the cost of the goods that will be imported or exported. Using the 
wrong incoterms can lead to the risk that goods in the shipment may be invalidated 
from the insurance (Capela, 2008).  
 
Since imports in the APAC region increased by 120 % between 2004 and 2014 (World 
Integrated Trade Solution, 2016), it is important to keep up with the development of the 
incoterms and understand how to act when purchasing from countries within the APAC 
region. Thus it is relevant to study the differences between the countries, such as 
cultural and linguistic differences. It is important to study this area, since these 
differences can lead to risks of interference in the effective communication (Handfield 
et al., 2011). As mentioned in the background, the APAC region accounts for close to 
37 % of the world trade, with half of that trade being between countries in the region 
(United Nations, 2014). For this reason, it is important to study how companies within 
the APAC region should work with incoterms in order to avoid risks and costs. 

1.3  Purpose and research questions 
In the background, the importance of contracting when purchasing is stated. It is also 
stated that Incoterms 2010 is a standard that can be used by companies all over the 
world in order to avoid misunderstandings when negotiating and trading. The 
development of trade in the APAC region makes it theoretically and empirically 
interesting to study how companies can reduce risks and costs when using incoterms in 
purchasing in the region. This leads to the following purpose of this study: 
 

“To explore how risks and costs can be reduced when working with incoterms in 
purchasing within the Asia-Pacific region.” 

 
In order to receive clear directions to fulfil the purpose of this study, two research 
questions have been developed. In addition, a better knowledge of the standard 
Incoterms 2010 was required. It was necessary to study a case company in order to gain 
an insight into how a company within the APAC region currently works with the 
incoterms. The first research question is: 
 

1.   How does the case company currently work with incoterms when purchasing 
within the Asia-Pacific region? 

 
In order to gain knowledge about how companies can reduce risks and costs when 
working with incoterms, it is of importance to find out what the risks and costs are, that 
may be reduced. Input from the first research question provides a basis for identifying 
where focus should be placed. With this in mind, it is of interest to study how companies 
can work with the different incoterms in order to reduce risks and costs. This research 
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question also affects companies in countries within the APAC region. Due to the rapid 
development of these countries, it is of great importance for companies to keep up with 
the expansion so as to avoid risks and costs. The second research question of this study 
is: 
 

2.   How can risks and costs be reduced when working with incoterms when 
purchasing within the Asia-Pacific region? 

1.4  Delimitations 
To delimit the extent of the study, the purchasing process has been studied. The authors 
have chosen to focus on the standard Incoterms 2010 developed by the International 
Chamber of Commerce, since it is the most common used standard for trade. The study 
has been delimited to the APAC region, since it is highly current due to the rapid 
development in the region. It is also the largest trading area in the world at present. 
More specifically, the countries chosen for this study are chosen due to information 
collected from the empirical study. They are: Thailand, Japan, China and India: All are 
also members of the APAC region. The countries that have been studied are some of 
the countries with which the case company most often trades and they are illustrated in 
Figure 1. In the theory about knowledge management, the SECI model was chosen, 
because it is a suitable method for the case company being studied.  
 

 
Figure 1 The studied countries. 
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1.5  Outline 
In order to make the report structured, the content has been divided into six chapters 
that are illustrated in Figure 2. The figure also clarifies how the different chapters are 
connected. The first chapter includes a background as well as a description of the 
problem. This is followed by the purpose of the report and the research questions. The 
first chapter ends with the delimitations that have been made. Chapter two consists of 
a description of the methods that have been used to answer the research questions and 
fulfil the purpose. This chapter also describes how the research questions are connected 
to the chosen methods. The third chapter presents the theoretical framework that forms 
the basis for the study and the fourth chapter presents the empirical data collected from 
the case company. These two chapters together form a basis for chapter five, which 
consists of an analysis of the collected data that provides answers to the first and second 
research questions. Chapter six presents the result of the study. The final chapter, 
chapter seven, contains a discussion of the methods, the quality of the study and a 
discussion of the result with the limitations. It also provides a description of the 
contributions of the study. The report ends with the subchapters consisting conclusions, 
suggestions and a discussions of what further studies can be conducted.  

 
Figure 2 The outline of the report.
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2   Methods  
This chapter provides an overall description of the work process of the study. First, the 
connection between the research questions and the chosen methods are explained. The 
work process, followed by the chosen approach, is then described. Furthermore, the 
data collection consisting of a case study with interviews and documents is explained, 
followed by an explanation of the literature study. Thereafter a presentation of how the 
data collection was analysed, followed by a discussion regarding the quality of the 
study. 

2.1  Connection between methods and research 
questions 
To provide an understanding of the structure of this chapter, a connection between the 
method and research questions has been made. An explanation is given regarding the 
methods that have been used for the data collection and data analysis, in order to answer 
the research questions of the study. This is illustrated in Figure 3. 
 

 
Figure 3 Connection between purpose, methods and research questions. 

To answer the first research question, literature study has been carried out and empirical 
studies including interviews and a document study at a case company have also been 
conducted. The literature study formed a basis for the content of the interviews. The 
results of the interviews and document studies provided an answer to the first research 
question. The empirical study and literature studies obtained from the first research 
question have been used as input and guidance to achieve a reliable result for the second 
research question. Further literature studies together with more interviews generated a 
basis for an analysis that led to an answer to the second research question. When both 
research questions were answered, the purpose of the study was fulfilled. 
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2.2  Work process 
The study was conducted during a time period from January to May 2016. To answer 
the research questions and fulfil the purpose of the study, the work process has been 
divided into four phases. Figure 4 illustrates the timeline containing the four phases, 
with gates for the interviews. Five interviews have been held with different employees 
at the case company, which is illustrated by gates in Figure 4.  

 

Figure 4 The timeline of the study. 

The problem was first developed into the study’s purpose, with related research 
questions. After this, the focus moved to the literature study where relevant information 
for the theoretical framework was gathered. Further preparations for the interviews with 
employees at the case company were made. The next phase was the case study, where 
the interviews and document studies started, in order to collect all the empirical data 
from the case company. After the literature and case studies, the analysis was carried 
out, in order to analyse all the information so as to answer the research questions. The 
phase of report writing was conducted parallel with the case and literature studies and 
the analysis.  

2.3  Approach 
The first research question is a qualitatively formed question, which requires soft data. 
In order to answer this qualitative question, qualitative interviews have been conducted. 
This approach is called qualitatively oriented research (Patel & Davidson, 2012). The 
first research question was formulated so as to be able to gain an insight into how a 
company in the APAC region works with incoterms. In order to answer this question, 
a study carried out at a company was required. As discovered in the empirical data 
collection, the chosen company is a multinational manufacturing company, further 
referred to as “the case company”, based in Bangkok, Thailand. This case company was 
chosen since it purchases large quantities from companies within the APAC region and 
uses incoterms. It is described more in depth in chapter four. 
 
To fulfil the purpose of the study and to answer the research questions, a literature study 
has been conducted in order to receive relevant theories about Incoterms 2010, 
purchasing, contracting and negotiation, logistics costs in purchasing, risk management, 
knowledge management and the APAC region. Different theories have been brought 
together and have formed the theoretical framework of the study, which according to 
Patel and Davidson (2012) is an inductive way of relating theory to an empirical study. 
The theoretical framework was applied on a real case, which is called deduction. This 
method of research is abductive researching, which means that deduction and induction 
have been combined. This approach was chosen since it does not restrict the researcher's 



Methods 

	   	   	  8 

way of working, which can happen if the chosen method is strictly inductive or 
deductive (Patel & Davidson, 2012). 
 
In this study, two types of triangulations have been used in order to achieve validity. 
Theory triangulation has been conducted by looking at a situation from different points 
of view. In this study, this was done by using different authors’ and researchers’ theories 
about the area of study. It was also done by interviewing employees who held different 
positions and had different assignments at the case company. Interviews were also held 
with employees based in different countries. Method triangulation was carried out by 
using the result from one method to enhance the result from an other method. In this 
case, the methods are the literature studies and the empirical studies (Denzin, 1973). 

2.4  Case study 
This study has been conducted as a case study, which means that a study is made on a 
small, defined group, where methods such as interviews and document studies are 
common (Patel & Davidson, 2012). The case study contributed to an insight into what 
the problem area was and thereafter different theories were theoretically applied. This 
is one of the advantages of a case study (Yin, 2007). An additional advantage is, 
according to Bell (2005), the opportunity for an in-depth study and analysis of a certain 
area during a certain time. Yin (2007) claims that a case study is preferable when 
research questions starting with “how” need to be answered, which made a case study 
relevant for this study. The case study, together with the literature study, answered both 
research questions one and two. 

2.4.1   Interviews 
Five interviews were carried out with employees holding different positions in the case 
company, chosen due to their specific knowledge about the topic. Three of these 
interviews were held as a dialog between the interviewers and the interviewees, which 
is the most open form of interviewing. The interviews were designed by preparation of 
questions that came up during the literature study and made room for open answers and 
discussions. This is what Patel and Davidson (2012) call semi- structured interviews. 
The interviews were held with a low level of standardisation, which means that the 
questions are asked in the order best suited for the specific case. This approach was 
chosen in order to give the interviewees space to answer the questions with their own 
words and to give the interviewers the possibility to ask supplementary questions. This 
type of interview is called a qualitative. Two interviews were held by email in a more 
structured form, which means that less space is given for answers interview (Patel & 
Davidson, 2012). 
 
Interviews were held with several people in the same area of knowledge and were held 
in order to receive information, input and opinions from people working with incoterms. 
The collected information contributed to the empirical result. Interviews were held face-
to-face, via Skype and email, since the employees were based in different countries. 
The interviewees are all working in relation to the APAC region and were therefore 
relevant subjects for interviews. During the interviews, both of the authors were present 
and the interviewers’ roles were divided into two: one questioner and one secretary. 
The interviews were also recorded. The interview form is attached in the appendix to 
the report as Appendix number 1 and an overview of the interviews is illustrated in 
Table 1, where “time” illustrates the actual length of the interview.  
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Table 1 Illustration of the interviews from the case study 

Position 

Based in 

country Purpose Execution Time 

Manager process & IT Thailand Case study Email - 

Outbound Manager Thailand Case study 

Face-to-

face 1 h 

Logistics Analyst India Case study Skype 1 h 

APAC VCO (Value Chain 

Optimizing) Director Thailand Case study Email - 

Incoterm Expert Sweden Case study Skype 1,5 h 
 

2.4.2   Document study 
Two documents containing relevant information for the study were obtained from the 
case company. The first document contained information about how the case company 
currently works with incoterms. It also contained information about how the case 
company aims to standardise the use of incoterms in the future. Through an analysis of 
the first document, an overview of the current situation and also the planned future work 
regarding incoterms was obtained. The second document contained guidelines about 
what incoterms should be used at the case company when purchasing. It also included 
information about the details of the incoterms, such as the relevant obligations, risks 
and costs. The second document gave an insight into how the purchasers work with 
incoterms when negotiating and contracting with suppliers.  

2.5  Literature study 
The contents of the theoretical framework were collected by implementing a literature 
study where theories within the subject area were studied. To support the search for 
information, student literature was used together with books, scientific articles and 
research reports. The literature was collected from the library at Jönköping University 
in Sweden and from the library at Rangsit University in Thailand. Articles and reports 
were collected from different databases such as Primo and Google Scholar. The 
keywords mostly used in the databases are presented in Table 2. Selected words were 
combined to focus more on the specific topics. Some of the collected literature was in 
Swedish, therefore there are Swedish keywords.  
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Table 2 Keywords used in the literature study 

Area English keywords Swedish keywords 

Purchasing Purchasing Inköp 

 Purchasing process Inköpsprocessen 

Contracting and 

negotiations Contracting Kontrakt 

 Negotiations Förhandlingar 

Incoterms Incoterms 2010 Leveransvillkor 

 

Incoterms International 

Chamber of Commerce  

Risk management Risk management  

 Risks purchasing Risk inköp 

Logistics cost in 

purchasing Logistics costs Logistikkostnader 

APAC APAC, Asia-Pacific  

APAC and 

incoterms Incoterms APAC  

 Trade APAC  

Knowledge 

management Knowledge management 

Organisation 

information 

 The SECI Model  

 Nonaka and Takeuchi  
 
The procedure used for the literature study was inspired by Patel and Davidson (2012) 
and started with preparations, where the topic was introduced and keywords relating to 
the case topic were chosen. Step two involved choosing the appropriate way to find 
relevant information and thereafter searching for literature in different databases and 
books, as previously mentioned. The books were selected at the libraries and were 
found by searching for keywords in the library database. Then the books were evaluated 
in order to see if they contained relevant, up-to-date information. Two books, of major 
importance for the study, were bought from the International Chamber of Commerce. 
These two books are INCOTERMS 2010, written by the International Chamber of 
Commerce and A guide to the Incoterms 2010, written by Jan Ramberg. The articles 
were chosen by the same criteria as the books, but the authors and the references used 
in the articles were also evaluated. This could be to find out whether the author is well 
known in the subject area and if the author used reliable references. 
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2.6  Analysis of data 
The empirical study consists of information collected from interviews at the case 
company. These interviews have been transcribed into a document. The qualitative data 
was analysed in three steps illustrated in red in Figure 5 and inspired by Miles and 
Huberman (1994). The first step of the analysis was the data reduction, which means 
that the mass of qualitative data obtained from the interviews was reduced and 
organised. This was done by coding. All the irrelevant information was eliminated but 
kept in case later access was required for re-examination of the data. The next step 
included displaying the conclusions from the collected data in graphic format. 
Conclusions from the interviews were continuously documented in order to see the 
information clearly. The last step was the conclusions (Miles & Huberman, 1994), 
where the collected data provided a base for the study’s analysis. Analysing the data 
continuously, shortly after the interviews, helped to indicate how the study should 
progress further (Patel & Davidsson, 2012). 
 

 

Figure 5 The steps of analysing the data from the interviews. 

 
Miles and Huberman (1994) say that codes are tags for assigning meaningful units to 
the relevant information compiled during the study. Codes can, for example, be words, 
phrases or sentences. The codes that were chosen for the analysis of data are accurate 
and relevant for the study (Miles & Huberman, 1994). The data was carefully read 
several times and relevant and important words, phrases or sentences were labeled. This 
was done by highlighting the codes in the interview transcripts and thereafter choosing 
the most important codes. If necessary, the codes were compiled into categories where 
the authors conceptualised the data. The categories were labeled and the connections 
between them were made. When connecting the codes or categories it can lead to the 
result of the empirical study (Bryman, 2016). 
 
The data analysis of the data collected from the document studies was conducted in a 
similar way as mentioned by Miles and Huberman (1994) and Bryman (2016). Data 
reduction was accomplished by eliminating irrelevant information and thereafter 
highlighting the same codes as in the interview analysis. The relevant data was then 
compiled into a document that was later used for the result of the empirical study.  

2.7  Quality of the study 
In order to ensure high quality in the study, evaluations concerning the reliability and 
validity criteria have been conducted continuously during the study. When high 
reliability and high validity are obtained, the study is of high quality (Patel & Davidson, 
2012). 

2.7.1   Reliability  
To increase the reliability of the study, the authors have made sure that the study can 
be executed several times, reaching the same results each time. This is also how Bell 
(2005) describes reliability. The study has been carried out in such a way that another 
researcher will be able to follow the same procedure as the original researchers and end 
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up with the same conclusions. This also increases the reliability, which matches Yin’s 
(2007) description of how reliability is obtained. To ensure that the criteria for 
reliability are fulfilled, an interesting, trustworthy and intelligible description of the 
approach for the execution of the study has been documented and provided in this 
method chapter. 
 
To secure the measure of inter-rater reliability described by Patel and Davidson (2012), 
the interviews were well prepared and recorded, in order to make it possible to go back 
and listen several times. The results of the interviews were compiled into a document 
shortly after the interviews and if there was any information that needed further 
investigation, it was directly noted. This process is described as important by Patel and 
Davidson (2012), since it contributes to ensuring that valuable information or details 
are not missed. In order to further increase the reliability in the study, another aspect 
has been taken into consideration: when carrying out the interviews, the exact same 
interview questions were put to several interviewees (Persson, 2014). 

2.7.2   Validity 
In order to gain a credible interpretation of the studied area, the validity of the references 
was carefully checked during the process of finding theories, which is a sign of high 
validity (Patel & Davidson, 2012). According to Alexanderson (2012), the following 
points are important to consider, in order to ensure validity. The authors have therefore 
considered these:  
 

•   The authors were evaluated according to whether they are known in the specific 
area or are mentioned in other published articles. 

•   The publishers were evaluated according to the criteria of what type of publisher 
they are, that is, whether they are an academic publisher or well known within 
the field of this study.  

•   The purpose and the target group of the published texts were evaluated, to 
ensure that the texts match the need of information for the study.  

•   The date of when the article or text was written was evaluated by ensuring that 
the latest version was used, or by investigating whether the author had written a 
new article on the topic.  

•   The references used were also evaluated, since the author can relate both 
critically and positively to the used references. Also, the references show what 
kind of research the researcher is targeting.  

  
To ensure the external validity, the result of the studied problem area regarding 
incoterms is applicable to several companies and is expected to be used in different 
companies and not the case company exclusively. External validity is, according to Yin 
(2007), the extent to which the result of the study is generalisable. If the result of the 
study can be applied to several companies, the external validity is achieved. According 
to Yin (2007), in order to ensure a high level of external validity in the study, the result 
should fulfill the following criteria. The authors have fulfilled the criteria in their result: 

•   The study is applicable to other contexts and situations.  
•   The result is generalised.  
•   It is possible to apply the findings beyond the boundaries of the study.   
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To provide a higher external validity, knowledge was collected from multiple sources 
in the same area. The external validity has also increased, since the study has been about 
the world standard Incoterms 2010. This increases the external validity because the 
Incoterms 2010 is a globally accepted contractual standard (International Chamber of 
Commerce 2010) that companies use worldwide. Therefore, any company in the world 
that uses the Incoterms 2010 can relate to this study.  
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3   Theoretical framework    
This chapter provides the result of the literature study regarding the studied areas. First 
an explanation of the connection between theory and research questions is provided 
and thereafter a description of purchasing, contracting and negotiations is given. This 
is followed by a presentation of the risks in purchasing and of risk management, 
followed by theories regarding Incoterms 2010 and trade within the APAC region. The 
chapter ends with an explanation of knowledge management.  

3.1  Connection between theory and research questions 
To provide a good understanding of the structure of this this chapter, a connection has 
been made between the research questions and theory. An explanation is also provided 
regarding the theories that have been studied to obtain a base for each research question. 
See Figure 6. 

 

Figure 6 Connection between purpose, theory and research questions. 

To obtain a basis for the first research question, ”How does the case company currently 
work with incoterms when purchasing within the Asia-Pacific region?” the following 
areas are described in the theoretical framework: purchasing, contracting and 
negotiation and Incoterms 2010 with the included terms. Purchasing and contracting 
and negotiations have been studied in order to gather knowledge about the purchasing 
process within a company and how to negotiate and write a contract. Incoterms 2010 
has been studied because the knowledge regarding the incoterms is an operative base 
for the study. A study about how to correctly use Incoterms 2010 and what distinguishes 
the different incoterms has also been carried out. A list containing information about 
all the incoterms has been compiled. The knowledge contributes to evaluating how 
companies work with incoterms in purchasing and thereby answers the first research 
question. The delimitation about suppliers within the APAC region was required for the 
first research question, but a theoretical study about the APAC region was not necessary 
until the second research question. 
 
To obtain a basis for the second research question, ”How can risks and costs be reduced 
when working with incoterms when purchasing within the Asia-Pacific region?” the 
following areas are described in the theoretical framework: risks in purchasing, risk 
management, logistics costs in purchasing, trade within the APAC region and 
knowledge management. Risk management has been studied in order to learn how to 
manage the risks. The APAC region has been studied in order to learn about the 
differences between the countries and how purchasing within this region works. The 
logistics costs have been studied in order to understand what costs there are that can be 
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reduced. Knowledge management has been studied in order to gather information about 
how to disseminate knowledge within an organisation, since this came to be the main 
area of improvement for the case company when working with incoterms. Finally, the 
SECI model was studied in order to understand different types of knowledge and 
methods for disseminating the knowledge within the organisation. The result obtained 
from the first research question provided a basis to be able to answer the second research 
question. 

3.2  Purchasing 
Purchasing is one of the basic processes in all organisations (Burt, Petcavage & 
Pinkerton, 2012) and can be described as buying materials, equipment and services in 
the right quality, in the right quantity, for the right price, at the right time (Benton, 2010) 
and from the right source (Baily et al., 2008; Burt et al., 2012). This includes supplying 
the organisation with a flow of materials and services to meet the organisation’s needs. 
It also includes maintaining effective relationships with existing sources and 
developing new sources. Finally it includes acquiring services, goods and equipment 
from other organisations, by ethical means (Burt et al., 2012). Different types of 
purchases are, for example, standard production items, raw materials, services and 
capital goods (Johnson, Leenders & Flynn, 2012). As the level of attention paid to 
purchasing and supply increases, companies’ work tends to become more strategic, with 
emphasis on total cost reduction and other factors. The purchasing cycle involves 
several activities which can be recognition of need, specification, make or buy decision, 
source identification, source selection, contracting, negotiating, possible inspections, 
payment, evaluation and fulfilment of need (Baily et al., 2008).  

3.2.1   Contracting and negotiations 
One of the main activities in the purchasing cycle is contracting and negotiation 
(Handfield et al., 2011). This is the process of planning, reviewing and analyzing used 
by a buyer and a seller to reach acceptable agreements or compromises. In successful 
negotiations, both buyer and seller win something, which is a win-win situation (Baily 
et al., 2008). The terms and conditions in a contract should be formulated to ensure the 
best deal possible for the buyer and the seller. They should clearly indicate the 
obligations of the seller and the buyer. This can, for example, be the duration of the 
specific dates of delivery, terms relating to legal obligations such as corrupt gifts or 
discrimination and a term describing when the ownership and risk passes to the buyer 
(Baily et al., 2008). This can be solved by choosing an incoterm and stating it in a 
contract (Johnson et al., 2011). 

3.3  Logistics costs in purchasing 
Purchasing departments work with cost saving projects where the function of 
purchasing plays a great role in cost reduction (Ellram, 1992). Costs associated with 
importing can be transportation costs, costs of packaging and costs of risks 
(Alexandersson, 2005; Brandt, Kurti & Schwerin, 2007). These risks will be elucidated 
below. 

3.3.1   Transportation costs 
Transportation has been one of the first and most essential areas of efficiency in 
logistics (Alexandersson, 2005). Transportation costs are the costs that occur when 
procuring administration and transportation. This can include costs for the fill rate, 
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number of deliveries and transportation from the seller’s own facility to the buyer’s 
facility (Brandt, Kurti & Schwerin, 2007). The transportation costs can also be 
supplying and distribution, where supplying is the transportation from supplier to the 
factory and distribution is the transportation from finished goods inventory to customer 
(Alexandersson, 2005). The cost of transportation is a part of the total logistics costs. A 
large auto mobile manufacturer comapny in Sweden for example, has a transportation 
cost of 57 % of the total logistics cost (Brandt, Kurti & Schwerin, 2007). The 
transportation costs can. according to Brandt, Kurti and Schwerin (2007). be divided 
into two groups: the actual costs and other costs. The actual costs are transportation, 
loading, reloading and unloading. The other costs can, for example, be packaging, 
insurance, administration and tariff costs.  

3.3.2   Costs for packaging 
According to Jonsson and Mattsson (2011), these costs are associated with packaging 
material, packaging and goods labeling. This can also include costs for transportation 
packages, pallets and containers. The goal is to keep the costs of packaging as low as 
possible, while making sure that the packaging protects and stores the goods in an 
optimum way (Brandt, Kurti & Schwerin, 2007). 

3.3.3   Costs for risks 
The costs associated with risks can also be defined as the costs of uncertainty. This can 
be costs such as loss, damage to the goods, thievery or waste (Brandt, Kurti & Schwerin, 
2007). To successfully work with risks and costs reduction, companies should, 
according to Sherman (2014), work with balancing the risks and costs. 

3.4  Risks in purchasing 
When purchasing, it is important to consider risks (Burt et al., 2012). Risk can be 
defined as a threat, a hazard, a vulnerability or a possible outcome from a decision, such 
as a loss (Mangan, Lalwani & Butcher, 2008). Risk can also be defined by the level of 
exposure to uncertainties that the enterprise must understand and effectively manage, 
as it executes its strategies to achieve its business objectives and create value. This 
definition is made by Deloach (2000).  

When purchasing, these are some of the risks that can occur: 

•   Misunderstandings (Eldović, Vukašinović, Tešić & Bijelić 2015).  
•   Delays in shipment (Norrman and Jansson (2004).  
•   Distance between countries (Singh, 2012).  
•   Dishonesty and problems with interpretation between seller and buyer 

(Hedström & Granberg, 2009).  
•   Legal risks (Ramberg, 2011).  
•   Lack of knowledge within the organisation (Malfliet, 2011).  
•   Goods from the shipment being invalidated from the insurance (Capela, 2008).  
•   Interference with the effective communication due to cultural and linguistic 

differences (Handfield et al., 2011).  
•   Loss and damage of goods (Ramberg, 2011).  

3.4.1   Risk Management  
In order to manage these risks in an organisation, risk management can be conducted. 
Risk management is, according to Norrman and Jansson (2004), a process that focuses 
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on understanding the risks and thereafter minimising their impact or reducing the 
probability of occurrence. Actions used for risk management are generally reducing, 
avoiding, sharing, transferring or taking the risk. Avoiding means eliminating the types 
of events that trigger the risk and reducing means reduction of probability and 
consequences. Also, risks can be transferred to insurance companies or by outsourcing 
activities. To transfer commercial risks contracts can be used (Norrman & Jansson, 
2004). 

The stages in a risk management process can vary. One way of proceeding is by risk 
identification or analysis via risk evaluation, which is an important stage in the process, 
since it makes the workers aware of disturbances that can occur. In order to identify and 
analyse the risks, there are many methods that can be used. One important tool is risk 
mapping, where a structured approach will contribute to understanding the potential 
consequences of the risks. When the risks have been identified, the risks need to be 
prioritised in order for the company to be able to choose the appropriate management 
actions. A common method for this is comparing events according to their 
consequences and probabilities and thereafter putting them in a risk map, such as a 
matrix, for example (Norrman & Jansson, 2004).  

3.5   Incoterms 2010 
Incoterms 2010 are a set of rules that clarify the risks, costs and obligations of sellers 
and buyers in international trade (Johnson et al., 2011). The Incoterms standard was 
introduced in 1936 by the International Chamber of Commerce. At that time, the 
Incoterm standard covered commodity trading by sea freight. The focus was on whether 
the liability shifted from seller to buyer before or after the goods had been loaded on 
board the ship. The incoterms were subsequently revised from time to time, to reflect 
developments in international commercial practice. The first revision after 1936 was in 
1957 and thereafter in 1967, 1976, 1980, 1990, 2000 and 2010. Today's standard is the 
Incoterms 2010, which is further described below (Ramberg, 2011).  

The incoterms define who pays the carrier, who pays the freight and who handles the 
export and import clearance, amongst other things. Two of the incoterms also address 
the issue of insurance. In almost all international sales or purchases, there is a reference 
to incoterms. When using an Incoterms 2010 term in a sales contract, the seller’s and 
buyer's obligations are defined, which also reduces the risk of legal complications. The 
incoterms do not define contractual rights and obligations apart from delivery, details 
of the transport, transfer and delivery of the goods and do not define the penalties for 
breach of contract. It is important that the seller and buyer agree on how the goods 
should be packed, although it is the seller’s obligation to provide packaging. Even 
though most of the incoterms do not procure insurance for the buyer or seller, both 
parties still need to know the risks and plan for suitable coverage (Johnson et al., 2011).  

The incoterms can be divided into four categories: E, F, C and D. When using an 
incoterm from the E-category, the buyer collects the products from the seller and the 
buyer has all the responsibility. The seller sells the products from its own premises in 
its own country. When using an incoterm from the F-category, the products shall be 
delivered to the transport carrier by the seller. The transport is either the buyer’s own 
transport or a transport that the buyer has contracted, for example a ship in an 
international harbour. As soon as the products are loaded, the risk passes over from the 
seller to the buyer. The buyer arranges the transport and is responsible for the costs of 
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the main transportation. The incoterms in the C-category are almost the same as in the 
F-category, but in this case it is the seller who plans for and bears the costs of, the 
transportation. The risk passes to the buyer when the goods are loaded onto the specific 
mode of transport. When using incoterms from the D-category the seller is responsible 
for all the risks and costs until the goods are delivered to the specified location. Some 
of the incoterms only work when transporting via sea or inland waterway; see Table 3 
(Ramberg, 2011). Table 3 illustrates when the risks and costs pass from buyer to seller 
and when an insurance is required in each incoterm. This information is collected from 
the book INCOTERMS 2010, written by the International Chamber of Commerce. 

Table 3 Illustration of risks and costs associated with every incoterm included in 
Incoterms 2010 

 

In Appendix number 2, all the incoterms are described in detail. The appendix provides 
tables that show if it is the seller or the buyer who bears the costs and risks, where “B” 
stands for buyer and “S” stands for seller. All information is gathered from the book 
“ICC Guide to Incoterms 2010, Understanding and practical use” by Ramberg (2011). 

3.6  Trading within the Asia-Pacific region  
The Asia-Pacific region is a region in Asia including countries surrounding the Pacific 
Ocean. Some of the countries are: Thailand, China and Japan and India. The APAC 
region is a heterogeneous region that includes different types of countries. There are 
countries with developed established market economies, such as Japan and Australia 
and there are also countries from the developing regions. These are countries such as 
Thailand and China. The APAC region is the world’s most populous and economically 
dynamic region (Tan et al., 2003). 

The APAC region is the largest trading area in the world and accounts for almost 37 % 
of world trade (United Nations, 2014). Between 2004 and 2014, the imports in the 
APAC region increased by 120 % (World Integrated Trade Solution, 2016). The region 
is quickly becoming more developed and industrialised (Anderson et al., 2006). The 
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increasing development places demands on the countries in trade, to keep up with the 
rapid development. Not keeping up involves major risks (The United Nations 
Development Programme, 2013). In South-east Asia, globalisation manifests itself in 
the increasing importance and use of English. Regionalisation refers to the increasing 
importance and use of major Asian languages, mainly Mandarin Chinese and Japanese 
(Kosonen, 2008). 

3.6.1   Business ethics and international trade in Thailand 
According to Santander Trade (2016), Thai people do not often admit that they do not 
understand what has been said. This is a factor that can lead to frustration in a business 
relationship, since the foreign party might leave a meeting thinking that the Thai 
businessman has understood the agreement fully, even though that is not the case. Thai 
business people are very open-minded in terms of bargaining and negotiating and 
business qualities might be judged by the ability to fulfill these criteria (Santander 
Trade, 2016). The level of corruption in Thailand is considered by Transparency 
International (2016) to be high. The national language is Thai, but international 
languages such as English and Mandarin are increasing in importance for Thai people 
as a result of  globalisation (Kosonen, 2008). 

3.6.2   Business ethics and international trade in China 
According to Davidsson, Hjerpe and Åke (2006) there are companies claiming that 
Chinese businessmen never want to say “no”. This may be due to the fact that Chinese 
businessmen never want to show weakness in business in front of others (Hofstede & 
Hofstede, 2005). In the research done by Davidsson, Hjerpe and Åke (2006), several 
companies argue that pride is very important to the Chinese. The companies in the study 
also claimed that Chinese companies often have problems keeping their promises, such 
as when it comes to delivery lead time amongst other things (Hofstede & Hofstede, 
2005). The companies in the study by Davidsson, Hjerpe and Åke (2006) also argue 
that Chinese people tend to be unwilling to do business by email or telephone. 
According to UK Trade and Investment (2015) there are language barriers in China and 
the results of the study made by Davidsson, Hjerpe and Åke (2006) also showed that 
people in China have a low level of proficiency in English.  

3.6.3   Business ethics and international trade in India 
According to Berger and Herstain (2014), companies in India are considered to be 
difficult and complicated in business contexts and there are various reasons behind this. 
The strong religion entails a rich culture, which differs significantly from others and 
two problems within the country are corruption and poverty (Berger & Herstain, 2014). 
Although India is considered to be a liberal democratic country, its business 
environment is highly bureaucratic and non-participatory (Berger & Herstain, 2014). 
Hindi is the main language in India and the main foreign languages are English and 
Persian (Maley, 2010). Several of India's major ports are heavily trafficked and the 
volume of the cargo goods is often too large for the ports to handle (Bose, 2001).   

3.6.4   Business ethics and international trade in Japan 
Most of the Japanese people belongs to one ethnic group, which is exclusive for this 
country. The ethics are influenced by Buddhism, Confucianism, Shintoism and the 
Western way of thinking. Business ethics are an important factor in the Confucian belief 
and therefore the Japaneses keep this in mind when doing business. There are 
similarities in ethical perceptions between Japanese and American managers, including 
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their views on corporate responsibility and unethical business practices (Tsalikis & 
Seaton, 2008). The most widely spoken language in Japan is Japanese and other major 
languages are English and the main languages spoken in China (Gottlieb, 2008). 

3.7  Knowledge management 
Knowledge management is a procedure where companies can handle internal 
information. It is about learning how to manage learning processes, investigate already 
existing internal knowledge and disseminate new knowledges within the company. 
Knowledge management can create value and competitive advantages with the 
company’s intellectual properties (Hansen, Nohria & Tierney, 1999).  

Teamleaders in organisations should influence their employees to share their 
knowledge with other employees. The leader must inform the employees about the 
importance of their knowledge for the organisation. One method that can be used in 
order to make knowledge-dissemination happen, is group discussions. By inviting co-
workers to group discussions and actively participating, the leader motivates the 
employees to share their knowledge. The leader should clearly present what method 
will be used for knowledge-dissemination, to fulfill the company’s internal goals 
(Foged Jensen, 2016). 

3.7.1   The SECI Model  
According to Nonaka and Takeuchi (1995) the SECI model can help a company to 
handle their knowledge management. They define two concepts: explicit knowledge 
and tacit knowledge. Explicit knowledge is knowledge already codified and formalised 
into texts or documents. Tacit knowledge refers to intuitive knowledge that is hard to 
define. This knowledge is rooted in, for example, experiences, contexts or observations 
and it is hard to communicate within the company. Tacit knowledge is the most valuable 
source of knowledge and is also the concept that most likely will lead to breakthroughs 
for the company (Wellman, 2009).  

The SECI model, illustrated in Figure 7, proposes four ways in which knowledge can 
be combined and converted and how knowledge is created and shared in an 
organisation. The four ways are based on tacit and explicit knowledge and are: 
socialisation, externalisation, combination and internalisation. Socialisation is tacit to 
tacit; this knowledge is passed on through shared experiences such as observations, 
practices, guidances or imitations. Externalisation is tacit to explicit. This knowledge is 
articulating tacit knowledge through dialogues or reflections, such as courses or group 
discussions. Tacit knowledge is first codified into documents in order to disseminate 
the information more easily through the company. This is a difficult but important 
conversation mechanism. Combination is explicit to explicit, where codified sources 
are combined to create new knowledge. Internalisation is explicit to tacit, which means 
learning and acquiring new tacit knowledge by practice or simulation (Nanoka & 
Takeuchi, 1995). 
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Figure 7 The SECI Model. 
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4   Empirical study 
This chapter presents the result of the case study description. An explanation about the 
case company is provided, followed by the results collected concerning how the 
company works with incoterms, as well as about the internal knowledge in the case 
company. All data presented in this chapter has been gathered from the case company. 

4.1  Case company description 
The case study was conducted at a multinational company located in Bangkok, 
Thailand. The annual turnover of the case company in 2015 was one billion Swedish 
crowns and there are 750 employees. The case company is a manufacturing company 
that assembles components from scratch to a final product. The case company 
purchases within the APAC region. Currently they purchase large quantities from India, 
Japan and China, which are important trade countries. Components are also imported 
from Umeå and Tuve, located in Sweden. The final products are then sold via a 
marketing company located in Thailand. The marketing company sells the products 
domestically within Thailand, but also also internationally to countries within southern 
Asia, such as Myanmar, Laos, Vietnam, Cambodia and the Philippines. Components 
associated with the final product are also delivered to Australia, India, South Africa, 
Malaysia and soon to Indonesia. The case company uses the incoterm standard in all 
trade and the reason for this is to keep control of their material flow.  

4.2   Incoterms 2010 
The case company uses the standard Incoterms 2010 that have been set up by the 
International Chamber of Commerce. Using incoterms is important for the case 
company, since the incoterms define responsibilities when trading with their suppliers. 
If there is a problem with payment, transportation claims, damages or accidents, the 
case company claims that it is very important to use an incoterm where the 
responsibilities for both parts are stated. Using the Incoterms 2010 standard also 
facilitates for the case company in reducing misunderstandings. At the case company, 
the following departments work with incoterms in some way: the logistics department, 
finance department, buyer team, business department, purchasing department, custom 
competence team and the global team. Incoterms are, for example, used in logistics 
calculations, supply chain set-ups and sourcing of suppliers - including their 
responsibilities. The employees who form the directives and policies are the ones who 
have the authority to decide what specific incoterm should be used at the case company. 
When purchasing, the purchasers state the incoterm in the contract, writing the words 
of the incoterm in full, the three-letter abbreviation, the country and referring to the 
standard Incoterms 2010. This is in order to make the incoterm legally valid for the 
trade. The purchasers at the case company have an internal framework document called 
“The Global Purchasing Conditions” that defines which incoterm should be used and 
the details about that incoterm. They also have an incoterm expert who can provide 
information about everything needed to know about Incoterms 2010. The purchasing 
team negotiates and chooses the specific incoterm that is relevant for the specific 
supplier. 

For around 80-85 % of the purchases from the company's suppliers, the incoterms FCA 
or DAP are used, which makes them the most commonly used incoterms for that 
company, when importing. According to the case company, using FCA makes it easy 
to manage the goods, transportation time and delivery lead time. FCA also gives the 
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company better control of their goods, costs and prices. It also makes the goods more 
visible and easier to track. FCA allows them to either control the delivery themselves 
or nominate a carrier for it. When importing from a supplier far away, the case company 
wants security. To ensure this, they move the suppliers’ warehouses closer to their plant. 
A standard for the maximum distance between the warehouse and the plant is three 
transportation days away. When the case company has a high level of control over their 
goods, they can affect the prices, choose good transport carriers, coordinate deliveries, 
improve filling rate, efficiency and reduce costs. DAP is used when purchasing from 
Japan. This is because Japan has no warehouse close enough to the case company’s 
plants. If they need better delivery or better cost control, FCA is always the better 
choice. The case company is working towards completely standardising the incoterms 
used. These incoterms are linked to the location of the supplier and aim is that the 
standard is to be FCA and for Japan, DAP.  

4.2.1   Risks and cost  
The case company argues the difficulty of quoting the portion of risk cost and 
transportation cost in the overall logistics cost, as it changes from country to country 
and for product to product. The main cost elements that are considered in the logistics 
cost estimation are the following: 

•   Origin road transport (road transportation-supplier to x-dock, x-dock to origin 
point). 

•   Ocean transport (sea transportation-origin port to destination port). 
•   Destination road transport (road transportation-destination port to buyer 

location/plant). 
•   Customs clearance/documentation costs (destination port). 
•   Cost of bound capital. 
•   Administration costs and legal mark-ups (internal costs for manpower involved 

in managing the supply chain, communication, coordination, invoicing from 
one group entity to the other and legal mark-ups). 

•   Packaging costs. 

Estimating costs is linked to using incoterms, where incoterms can be used to reduce 
costs and cover risks. The case company uses risk management to handle all the risks 
and also for every case of insurance. They work with risk management by implementing 
a blanket insurance that covers all risks and requirements in the movements of cargo. 
The risk management cost is at the group level, where the case company has the blanket 
insurance for all parts in transit across all of their plants in the world. The case 
company’s own insurance covers most of the risks that can occur. It is a typical 
comprehensive insurance, but does not cover delays, packaging and the extra costs that 
can arise during the transportation. The insurance created by the case company covers 
more than other companies’ insurances do and bigger companies often have insurances 
similar to those held by the case company. They consider costs when working with 
reducing risks. For example, the case company has chosen to have a higher packaging 
cost in order to ensure good quality in the packaging. 

4.2.2   Challenges  
One problem with the current usage of incoterms at the case company is the fact that 
the incoterm EXW is used for around 16 % of imports, which the case company want 
to decrease. When using EXW, the risks move to the buyer at an earlier stage compared 
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to using FCA. According to the case company, being in charge of the risks at an early 
stage causes problems with insurance, loading, exportation and unloading, among other 
things. The case company is open to making changes and during a certain period they 
created their own version of CIP, where the term was changed to the opposite of what 
it usually is. This did not work, since the suppliers and buyers were not willing to use 
an incoterm that is not included in Incoterms 2010.  

Teams within the organisation do not always understand the incoterm being used, but 
do not think they need to have that knowledge. In particular, the purchasers need extra 
guidance from time to time in order to understand the incoterms they are working with. 
For new employees, the incoterms can sometimes be confusing, since there is no 
process for the new employee to learn about the incoterms that are to be used in specific 
cases. This can result in the employee choosing or recommending the wrong incoterm. 
There are employees in the case company who are not aware of the incoterms and do 
not know there is a framework. Situations occur when a purchaser negotiates with 
suppliers without using the framework. This is the wrong process and can lead to them 
using the incoterm that the supplier suggests, instead of the incoterm best suited for the 
case company itself. This is not correct procedure, because the case company might not 
know the risks, costs, benefits or disadvantages with the chosen incoterm.  

Challenges within the APAC region 

According to the case company, many companies in the APAC region do not 
understand all the incoterms. Some of them are not updated and still use the incoterms 
from older standards. Many suppliers’ knowledge regarding the incoterms is poor and 
the result of this is that they do not know their responsibilities and liabilities. 
Consequently, they do not  know what risks they might incur, or what costs they will 
have to pay. When purchasing from overseas companies, situations have occurred when 
the supplier does not know the implications of the incoterms that the case company 
suggests using. Sometimes it is difficult for the case company to make other companies 
understand the meaning of the incoterms and the associated benefits and disadvantages 
of using Incoterms 2010. The suppliers’ lack of knowledge about incoterms forces the 
case company to take time to educate the suppliers. There have been improvements 
regarding the knowledge about the incoterms in the past two to three years, both 
internally in the organisation and regarding the knowledge among the suppliers. 
However, problems still occur.  

When the case company trades with countries within the APAC region, there are several 
differences that can be challenging. There are, for example, differences in language, 
accents and business ethics. The communication challenges are partly due to the lack 
of knowledge of English. All countries differ in terms of documentation and 
tariffs. According to the case company, the corruption in Thailand and cultural factors 
in India also create challenges. In addition, India has many strict customs procedures 
which may be difficult to understand. When purchasing from India, there is almost 
always congestion at the ports, which can cause delays. India is a big country, but the 
case company only uses two of the major ports. These two differ from each other, with 
different regulations that are somewhat difficult to fully comprehend. There is also a 
great deal of documentation when exporting from India, which requires that the case 
company has be sure that the information they provide is good enough for the customs 
authorities. The case company considers India to be a highly conservative country and 
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considers it difficult to use FCA instead of EXW when importing from India. In 
Thailand, not many companies use the Incoterms 2010, even though the government 
provides the opportunity for Thai operators to learn about the incoterms for free. There 
is a lack of knowledge about the correct incoterms to use. Another challenge is that in 
some of the case company’s projects in Japan, they use mixed incoterms, which makes 
it difficult to plan the transportation flows. The case company are trying to identify 
those conditions and improve the flaws. They are doing so by trying to change the 
incoterms to FCA and getting better transport efficiency in terms of cost and control, 
as well as improving fill rates.  

4.2.3   The internal knowledge about Incoterms 2010 
Working with incoterms enables the case company’s employees to gain good 
knowledge about them. The team leaders in the departments that work with incoterms 
have sufficient knowledge about the incoterms to carry out their working tasks. 
However, employees working for the team leaders do not possess the same knowledge, 
even though their working tasks include working with incoterms.  

At concern level in the case company, there is a global incoterm expert who has 
extensive knowledge about Incoterms 2010 and how to use the standard within the 
concern. Employees can always contact this expert and ask for help or advice regarding 
the incoterms. He is active in different discussion forums online, to make sure he is 
updated with the most recent information about the Incoterms 2010 standard. Once or 
twice a year, a newsletter about incoterms is sent from this expert out to the whole 
concern. The incoterm expert offers online courses for all employees in the concern, 
with the courses being adapted to suit the employees’ different levels of knowledge. 
Everyone in the case company is welcome to attend, but not everyone does so. Through 
the courses, the employes get all the latest updates about the way they should work with 
incoterms. The incoterm expert aims to educate the employees in how to interpret the 
incoterms correctly and to understand the consequences involved in the different 
incoterms. According to the expert, the information gathered through the courses should 
further be shared with those who do not have the knowledge, such as colleagues, 
suppliers or buyers, for example. However, this is not always done, which can lead to 
misunderstandings or parties involved in the business deal feeling cheated because they 
have not understood the incoterms. To avoid this, the incoterm expert hopes that the 
employees in the case company will disseminate their knowledge about incoterms to 
buyers and suppliers. In the case company, there are no internal courses or other 
resources to disseminate the knowledge from the managers or supervisors to the other 
employees. It has been suggested that the outbound department should be given courses, 
but that suggestion has not been implemented. 
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5   Analysis 
In this chapter, the collected empirical data is analysed against theory. The analysis is 
structured with the study’s research questions to provide a clear view. To answer the 
first research question, only empirical data is analysed. To answer the second research 
question, the empirical data is analysed against the theory.  

5.1  Research question 1 
In this subchapter an analysis connected to the first research question, “How does the 
case company currently work with incoterms when purchasing within Asia-Pacific?” 
is presented. A case study containing interviews and a document study provided the 
needed data for this analysis. Literature study connected to the first research question 
provided theory needed to prepare for the case study.  

The case company uses the latest standard Incoterms 2010, with the terms FCA or DAP 
being used for around 80-85 % of the purchases from the company's suppliers. EXW is 
used for around 16 % of the purchases and the case company wants to decrease this 
amount. When working with EXW, the risks pass over to the case company early in the 
transportation process, which is not advantageous for the case company. For the case 
company, FCA works more logically and the customs procedures are more efficient. 
FCA is also chosen due to the fact that it makes it easy to manage the goods, filling 
rates, transportation time and delivery lead time. This means having better control of 
their goods, costs and prices. When working with FCA, the case company can either 
control the delivery themselves or nominate a carrier to do so. When importing from 
suppliers far away, the case company wants control over their goods, since it enables 
them to affect the prices, choose a good transport carrier, coordinate deliveries, improve 
filling rate and efficiency as well as reduce costs. One way of achieving this is to move 
the suppliers’ warehouses closer to the case company’s plant. When purchasing from 
Japan, the incoterm DAP is used. Japan has no warehouse close enough to the case 
company’s plants and therefore this incoterm is considered the most suitable one to use. 
It is the people who form the policies and directives regarding incoterms in the case 
company, who have the authority to decide what specific incoterms should be used. The 
company is working towards standardising the incoterms FCA and DAP for their trade 
within the APAC region. 

The case company considers it important to work with incoterms in order to facilitate 
trade. The procedures regarding the usage of incoterms do not differ when purchasing 
from the different countries within the APAC region. The case company is aware that 
there are different cultures and business ethics in the various countries, but those do not 
affect the procedures when using incoterms. When the case company trades with India, 
it can be more complicated compared to trading with the other countries in the APAC 
region. There are requirements concerning documents, customs regulations and 
problems with the constantly congested ports that can complicate trade. This places 
greater demands on the case company to use incoterms that are suitable for such 
situations. 

The following departments in the case company work with incoterms: the logistics 
department, finance department, buyer team, business department, purchasing 
department, customs competence team and the global team. The incoterms are, for 
example, used at the case company in logistics calculations, in supply chain set-ups and 
when sourcing suppliers. The purchasing team negotiates and chooses the incoterm for 
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the specific supplier. The purchasers in the case company use an internal incoterm 
framework document called “The Global Purchasing Conditions” that defines what 
incoterm should be used for what country.  

There is an global incoterm expert employed by the concern to which the case company 
belongs. This expert possesses extensive knowledge about the incoterms 2010 standard 
and how to use it. When the employees at the case company are working with incoterms 
and a question regarding incoterms arises, they can turn to this expert. This expert works 
with incoterms by participating in different discussion forums to ensure that he has the 
latest information, which is forwarded to the employees at the case company once or 
twice per year in newsletter form. He also works with online incoterm courses for all 
the employees in the case company's concern. These are adapted to the knowledge of 
the participants and this is one way of keeping the employees in the case company 
updated about how to work with incoterms. The incoterm expert’s task is to educate the 
employees in how to interpret the incoterms correctly and how to understand the 
consequences of using the various incoterms. 

The team leaders in the departments that work with incoterms have sufficient 
knowledge about the incoterms that are required to carry out their working tasks. 
However, employees working for the team leaders do not possess the same knowledge, 
even though they also work with incoterms. Mistakes or errors may then occur, since 
the employees still need to accomplish their working tasks. In the case company, there 
are no internal courses or other resources to disseminate the knowledge about incoterms 
from the leaders to the other employees.  

5.2  Research question 2 
In this subchapter, an analysis connected to the second research question, ”How can 
risks and costs be reduced when working with incoterms when purchasing within the 
Asia-Pacific region?” is presented. A case study containing empirical data provided the 
needed data for this analysis, together with theories about purchasing and Incoterms 
2010 from the literature study. Further theories analysed against the empirical data are 
risks in purchasing, logistics costs in purchasing, trade within Asia-Pacific and 
knowledge management. 

5.2.1   The relationship between risks and costs 
According to Sherman (2014) risks and costs should be balanced and from the empirical 
study the authors have understood that there is often a connection between risks and 
costs in purchasing. When implementing a risk reduction activity, it can lead to higher 
costs; and when implementing a cost reduction activity, it can lead to higher risks. This 
can be referred to as a trade-off. For example in the case company, good quality 
packaging is highly prioritised in order to avoid or reduce the risks associated with the 
goods during transportation. This leads to higher packaging costs and consequently 
higher total logistics costs. According to Brandt, Kurti and Schwerin (2007), the goal 
is to keep packaging costs as low as possible, while at the same time making sure that 
the packaging is done correctly for the specific case. Another example of a trade-off 
between risks and costs is when working with reducing the risk of lack of internal 
knowledge within an organisation. When implementing this, more resources need to be 
added to the company, which will lead to higher costs in terms of personnel costs, 
amongst other things. This is a trade-off between risks and costs, since the risks will 
decrease, but the costs for achieving that will increase.  
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Figure 8 illustrates the relationship between risks and costs. When there are high risks, 
the costs for reducing the risks are low, since no resources are implemented to do so. 
When there is a high cost for risk reduction, there will be a low level of risk, since many 
resources are implemented to reduce the risks. 

 

Figure 8 The relationship between risks and costs. 

5.2.2   Reducing risks 
Johnson et al., (2011) states that using incoterms when trading can reduce risks and 
costs. This reflects one of the reasons why the case company works with incoterms, 
since using them is linked to estimating costs, where incoterms can be used to reduce 
costs and cover risks. In the theory it is also stated that using incoterms can help a 
company overcome different trade barriers, which is one of the reasons the case 
company is working with incoterms. The case company uses incoterms to facilitate 
handling if any problems concerning payment, transportation claims, damage or 
accidents should arise. The standard is also used to define the responsibilities between 
the company and the seller or buyer, which matches some of the advantages of using 
incoterms that are mentioned in the theory. 

FCA is the incoterm most frequently used by the case company, since it gives them 
most control over their goods. As mentioned in the theory, the risks and costs are 
allocated to the buyer, which in this case in the case company, when the goods are 
loaded on the main carrier, as illustrated in Table 4. The case company uses different 
modes of transport, such as road and sea. This makes FCA a suitable incoterm due to 
the fact mentioned in the theory, stating that FCA is an incoterm suitable for different 
modes of transportation.  

When purchasing from Japan, the incoterm DAP is used because there is no warehouse 
close enough to the case company’s plants and therefore this incoterm is the most 
suitable one to use. As mentioned by Ramberg (2011) and illustrated in table 4, DAP 
gives the seller the responsibility for the risks and costs for the entire transportation 
flow, except for import customs. This helps the company transfer the risks to the seller 
instead of managing the risks themselves.  

The use of the incoterm EXW is something the case company wants to reduce. When 
working with EXW, the risks pass over to the case company early in the transportation 
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process, which is reinforced by how Ramberg (2011) describes EXW, illustrated in 
Table 4. The case company considers that the risks and costs pass to them more 
logically when using FCA. 

Table 4 Three incoterms used by the case company 

 

According to Baily et al., (2008) a contract should include the terms and conditions of 
the transaction, the buyer’s and seller’s obligations and a term describing when the 
ownership and risk pass from the seller to the buyer. This is required in order to avoid 
risks such as legal risks and misunderstandings, which are two factors that are important 
to prevent (Eldović, Vukašinović, Tešić & Bijelić, 2015). The case company mitigates 
these risks by describing all details clearly in the contract. The company also mitigates 
these risks by stating the specific incoterm in full words, the three-letter abbreviation, 
as well as the country and by referring to the standard Incoterms 2010. This ensures 
that there can be no misunderstandings and that the incoterm is legally valid for the 
trade.  

Eldović, Vukašinović, Tešić and Bijelić (2015) argue that not understanding differences 
between countries in trade can lead to risks of misunderstandings. The theory of the 
study describes differences in culture and business ethics between countries within the 
APAC region. The case company is aware of these differences. For example they pay 
attention to corruption in Thailand and cultural differences in India. According to Bose 
(2001) the major ports of India are often heavily trafficked and the volume of the cargo 
goods is often too much to handle for the ports. The case company is well aware of this 
problem. The case company also refers to the differences in culture and language and 
how these issues can present challenges in trade. The case company mentions that 
communication problems may occur, since companies in other countries within the 
APAC region use different languages and sometimes the employees in companies in 
the region cannot properly understand or speak English.  

Risks that are mentioned in the theory are also risks that the case company has defined, 
for example misunderstandings, distance between countries, differences in 
interpretation between buyer and seller, lack of knowledge within the organisation and 
loss or damage of the goods. Burt et al., (2012) mentions the importance of considering 
risk, the case company also mentions that they work towards preventing and 
counteracting risks. For example, they have their own comprehensive, blanket 
insurance that covers most of the risks that can occur in deliveries. Another risk for the 
case company is that this insurance does not cover all events that may occur. According 
to Norrman and Jansson (2004), risk management includes avoiding risks. The case 
company avoids risk by having this blanket insurance. They also avoid risks by using 
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incoterms when trading, since incoterms define responsibilities and liabilities when 
trading.  

According to Ramberg (2011), it is of great importance to understand the use of the 
Incoterms 2010 standard, since if the terms are not applied correctly there will be legal 
risks. Capela (2008) argues the importance of having the right knowledge regarding 
incoterms in order to be able to work with them correctly and therefore use incoterms 
as a tool for risks and costs reduction. Through the case study, three sources of internal 
knowledge regarding the incoterms were identified, illustrated in Figure 9. One source 
is documents that exist within the case company containing guidelines regarding their 
use of incoterms. Another source is the knowledge that the team leaders possess, which 
they have obtained from their work with incoterms. The third source is knowledge 
obtained from the online courses held by the incoterm expert. 

 

Figure 9 Internal knowledge regarding the case company’s work with Incoterms. 

Explicit knowledge is knowledge that is codified into a text (Nonaka & Takeuchi, 
1995). The company's guideline in document form is an example of explicit knowledge, 
since it is stated in a text. Tacit knowledge is knowledge that is harder to define. It can 
be rooted in work routines or experiences (Nonaka & Takeuchi, 1995). The team 
leaders at the case company are the ones who possess this knowledge. However, this 
knowledge stays with these employees and is not disseminated to all employees in the 
organisation. The knowledge obtained from the courses can also be seen as tacit 
knowledge. This knowledge stays with the employees that attend the online courses. 
According to Wellman (2009), tacit knowledge can be the most valuable source of 
knowledge in an organisation. Knowledge can be shared in an organisation through 
socialisation, externalisation, internalisation and combination. According to Foged 
Jensen (2016), knowledge can be shared through group discussions initiated by the team 
leaders. The case company does not currently work internally with knowledge 
dissemination about incoterms.
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6   Reducing risks and costs when working with 
incoterms in purchasing 
This chapter provides a summarising result of how a company can reduce risks and 
costs when working with incoterms in purchasing within the APAC region. This result 
is presented in the guide which the authors have come up with and consider to be 
efficient when working with incoterms to reduce risks and costs. The results presented 
below show that the purpose of the study is fulfilled.  

6.1  How to reduce risks and costs  
Table 5 illustrates the criteria that should be taken into consideration when working 
with reducing risks and costs, when working with incoterms in purchasing. The table 
illustrates the ten criteria that have been developed and also how the case company 
fulfills the criteria. All the criteria are described below. The case company’s level of 
fulfillment is illustrated as dots in the table: 

● Not fulfilled at all 

● ● Fulfilled in some way 

● ● ● Completely fulfilled  

Table 5 Criteria that can reduce risks and costs when working with incoterms in 
purchasing within the APAC region 

Nr 

How to reduce risks and costs when working 

with incoterms in purchasing in the APAC 

region 

The case 

company's 

fulfillment 

1 Use the right incoterm ● ● ● 

2 Understand the logistic flow ● ● ● 

3 Risk management ● ● ● 

4 Have the right internal knowledge ● ● 

5 Knowledge management ● 

6 Understand that countries differ in trade ● ● ● 

7 Use a contract ● ● ● 

8 Choose the incoterm together with the supplier ● ● ● 

9 Use an insurance ● ● ● 

10 Keep up with developments ● ● ● 

11 A department with experts ● ● ● 

 

1.   Use the right incoterm 
Using the right incoterms means that companies should choose an incoterm 
suitable for the specific requirements of the trade.  
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2.   Understand the logistics flow 
It is important to understand the entire logistics flow covered by the incoterms. 
This is to understand what logistics activities are required from the buyer. 

3.   Risk management 
It is required to work with risk management to understand what risks there are for 
the company. When the risks have been identified, they need to be prioritised to 
see what risk is most important to reduce first. And there after a plan for risk 
reduction need to be made to start reducing the risk. 

4.   Have the right internal knowledge 
Obtaining the right knowledge about the incoterms is required in order to work 
with them correctly and not choose the wrong incoterm. It is also important to have 
this knowledge when negotiating, so as to reduce misunderstandings. It also 
facilitates working with the incoterms in transaction, if accidents or attempts to 
deceive occur. 

5.   Knowledge management 
It is of great importance that everyone in the organisation working with incoterms 
has the relevant knowledge in order to work with the incoterms correctly, thereby 
reducing the risks of lack of knowledge and misunderstanding. Therefore, 
implementation of knowledge management is required, to ensure that the 
knowledge is disseminated throughout the organisation. The knowledge can be 
disseminated through internal courses, documents, group discussions and 
meetings. 

6.   Understand that countries differ in trade 
The countries in the APAC region differ in trade, in terms of language and business 
culture. Therefore it is necessary to understand the differences, so as to negotiate 
a suitable incoterm for a specific transaction. For example, not many people in 
companies in countries in the APAC region understand or speak English well. 
Learning about differences will reduce the risk of misunderstandings.  

7.   Use a contract 
To make the chosen incoterm legally valid and to reduce the legal risks when 
purchasing, the purchaser must state the incoterm in a contract. The contract must 
include the full words of the incoterm, the country and should refer to the standard 
incoterms 2010. 

8.   Choose the incoterm together with the supplier 
The incoterm should be negotiated and chosen together with the supplier. This 
makes both parts aware of their obligations and risks of misunderstandings will be 
reduced. In this way, the knowledge about incoterms will be disseminated among 
companies and the risk of lack of knowledge in the APAC region overall will be 
reduced. 

9.   Use an insurance 
A blanket insurance covers most of the risks that can occur in deliveries, which 
makes it an important tool for reducing risks.  

10.  Keep up with developments 
It is important to be updated about the incoterms in order to find out if there are 
any changes and to use the latest standard. Not keeping up with current 
developments will lead to risks of using outdated incoterms. 

11.  A department with experts 
Having a special department with incoterm experts working only with incoterms 
can facilitate the company’s work with incoterms. This department may be a 
department that employees of the company can turn to with questions about 
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incoterms. These experts can keep up with the development of the incoterms and 
provide the organisation with information about how to work with incoterms in an 
efficient way.  

6.2  The relationship between risks and costs  
There is a trade-off between risks and costs when working with incoterms. The more a 
company works with tools for reducing the risks, the higher the cost. However, if a 
company does not prioritise paying more in order to reduce risks, more risks will occur, 
which will lead to even higher costs for paying for the outcomes of the risks. The 
relationship between risks and costs is illustrated in Figure 10. 

The orange line in Figure 10 illustrates the relationship between risks and costs. Cross 
1 illustrates where the company might be when implementing a new plan for risk 
reduction. This means that a company has a high risk that they want to reduce. To 
reduce the risk, new resources need to be added, which can then lead to a high cost. 
After working with the risk reduction process for a while, the costs and risks will 
decrease in the long run, due to the reduced frequency of occurrence of risks. This is 
illustrated with the blue line. Cross 2 illustrates where the company can aim to be. 
Where the orange and the blue line cross, is where the risks and costs are balanced. 

 

Figure 10 The relationship between risks and costs when implementing a risk 
reduction activity. 

6.3  Disseminating the internal knowledge 
The result of the case study indicated that there is a lack of knowledge regarding 
incoterms, within the case company’s organisation. Through the study analysis, three 
sources of this knowledge were found. Since two of these sources are important tacit 
knowledge, it is considered important to disseminate this knowledge throughout the 
whole organisation. This could be done by using one method for sharing knowledge 
within an organisation according to the SECI Model. When tacit knowledge becomes 
explicit, it is called externalisation; this is illustrated in Figure 11. This knowledge can 
become explicit through externalisation, where courses, group discussion and 
documents can be used as methods. By using these methods, the knowledge can be 
disseminated more easily through the organisation.  
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Figure 11 Turning tacit knowledge into explicit knowledge through externalisation. 
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7   Discussions and conclusions  
This chapter provides a discussion regarding the result and methods. The contributions 
of the study are further discussed, followed by the conclusions and the chapter ends 
with suggestions for further research within the area of working with incoterms in 
purchasing within the APAC region. 

7.1  Result discussion 
It is considered that the case company fulfills most of the criteria in the guide for 
working with incoterms that has been constructed by the authors, which is described in 
the result. For the case company, the guide can be used to make sure that they continue 
working with reducing risks and costs when using incoterms in purchasing within the 
APAC region with these good results. As illustrated in Table 5, the case company has 
not fulfilled the criteria regarding knowledge management and has only partly fulfilled 
the criteria regarding having the right internal knowledge. Since two sources of tacit 
knowledge have been identified, it is considered important for the case company to 
transfer these sources of knowledge via externalisation from tacit to explicit, as shown 
in Figure 10. This is considered important, since it is easier to disseminate explicit 
knowledge through an organisation. By implementing this, the case company can fulfill 
all criteria of the afore-mentioned guide. 

The result of the study shows that the case company needs to add resources in order to 
reduce the risks they run, regarding the lack of knowledge of incoterms within the 
company. When implementing knowledge dissemination through externalisation to 
make the knowledge explicit instead of tacit, it leads to costs for reducing risks, which 
is a trade-off. An implementation of a risk reduction activity is illustrated earlier in 
Figure 9. If the case company wants to implement courses, it will lead to costs, such as 
labor costs. The same applies when implementing documents, since somebody has to 
write the documents and keep them updated. After a while, when the courses and 
documents have led to better internal knowledge in the case company, the costs and 
risks will be lower, since the risk of making mistakes will not occur, which in turn 
results in no costs if the risk does occur. 

7.2  Contributions 
The analysis of an organisation’s current work with incoterms has contributed to an 
increased understanding about how a company can work with incoterms in order to 
reduce risks and costs when purchasing within the APAC region. The analysis also 
reinforces the theories about the importance of using incoterms correctly and the 
consequences that can result due to lack of understanding or incorrect use of the 
incoterms. There is no new theory established within the studied area, instead there is a 
compilation of theories that other researchers have already described. However, one 
limitation in theory has been identified: there is not much existing theory about working 
with incoterms in the APAC region, which means that a gap in theory has been 
identified. This study contributes to decreasing this gap in theory.  

The guide for working with incoterms that has been constructed by the authors 
facilitates the reduction of risks and costs when working with incoterms in purchasing 
within the APAC region. Therefore, organisations with similar conditions to the case 
company are recommended to work with the guidelines mentioned in the study result. 
This can contribute to reducing risks and costs when working with incoterms in the 
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APAC region. If companies in the APAC region were to consider the points mentioned 
in the working guide, it would lead to an overall reduction of risks and costs for the 
companies in the region. This would facilitate trade between the countries, with fewer 
misunderstandings and better relationships. The study result facilitates for companies 
who do not know how to work with incoterms, by providing the possibility for them to 
use the guide and understand the advantages of using incoterms correctly. 

In the case company’s process of working with incoterms in order to reduce risks and 
costs when purchasing within the APAC region, the main problem area is considered 
to be the lack of knowledge within the organisation. This problem has also been 
identified among the case company’s suppliers. Having the right knowledge about the 
incoterms is considered to be important in order to be able to use the incoterms in the 
correct way. The result of the study enables companies lacking the right knowledge 
about incoterms to learn how to disseminate the knowledge within the organisation. 
The use of incoterms is considered to be a good tool for reducing risks and costs when 
purchasing goods. If employees in companies working with incoterms feel that they 
have knowledge that is important for the company, they may feel that their job 
contributes to the company's result, which can lead to increased motivation and a 
positive organisation. 

7.3  Methodology discussion 
By combining methods, a broad view of the problem area has been provided. The 
outcome of one method has made it possible to reinforce the outcome of another 
method. This is supported by Denzin’s (1973) theory about method triangulation. 

7.3.1   Case study 
The case study gave an opportunity to connect the theory to the reality. It is considered 
that the authors’ result could have been reached without the case study, but the case 
study brought value that could not have been gained from the literature. In order to be 
able to answer the first research question, the case study was an absolute requirement. 
According to Yin (2007), it is preferable for a study’s result if more than one case has 
been studied; and according to Leedy and Ormrod (2005), only studying one case makes 
it difficult to generalise the result. Despite this, the result of this study is considered to 
be generalisable for companies in the same situation as the case company. Since there 
was one case study conducted in the research, there was only input from one case 
company in the result. By carrying out more case studies at companies in different 
countries within the APAC region, the authors would have received more information 
about how more companies work with incoterms within the APAC region to reduce 
risks and costs and therefore the result could have been different. 

The study was conducted at a case company located in Bangkok, capital of Thailand, 
which was also the city where the authors were located during the execution of the 
study. If the authors had been located in another country during this period, the result 
could have been affected negatively, since it would have made it more difficult to 
maintain contact with the case company. It would also have been more difficult to 
understand what it is like to work in a country in the APAC region, if the authors had 
not been there themselves.  
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Interviews 

The five completed interviews were held face-to-face, email or via Skype. The face-to-
face and Skype interviews were held in a semi structured form, which created 
discussions that resulted in answers of interest for the case study. The interviews held 
by email made it more complicated when asking further questions and having 
discussions. The authors found that face-to-face was the best method by which to 
conduct the interviews, since the direct contact facilitated reading body language and 
having a more natural discussion. The interviews held via Skype were dependent on 
technical equipment, which was a risk. Only one interview was carried out face-to-face 
with the interviewee. The interviews held via Skype were held without video. If all the 
interviews had been held face-to-face, it would have been easier to read the 
interviewees’ body language, to see the reactions to the questions and ask follow-up 
questions. It also might have enabled the interviewers to explain the questions if the 
interviewee did not understand completely. This could have led to receiving more open 
answers and more space to adapt the interviews and the questions to the situation and 
therefore receiving more informative answers that could have been essential for the 
result. These factors could have led to other empirical results, that in turn could have 
led to other input in the analysis. The face-to-face and Skype interviews were recorded, 
so as to be able to listen to the interviews again. This gave a full display when analysing 
the content, which is strengthened by Yin’s (2007) description of the reasons why an 
interview should be recorded. If the interviews had not been recorded, the authors 
would not have been able to review the interviews, which would have lead to an 
empirical result with less relevant data. If all interviews had been carried out face-to-
face and also video taped, it would have been possible to go back and see the body 
language of the interviewees when asking questions. This could have affected the 
empirical result, since the reactions and body language could have affected the authors’ 
interpretation of the given answers. 

Interviews with different employees based in different countries within the APAC 
region, with different working positions, were conducted in order to gather empirical 
data for the study. If more interviews had been held with employees from other 
departments, the result could have been affected. For example, if an interview with a 
purchaser had been conducted, information about working with incoterms from a 
purchaser’s perspective could have been obtained. This would have affected the study 
result and would have been essential for the result of the study, since the purpose of the 
study is about working with incoterms when purchasing. If the authors had been able 
to speak the same language as all the employees in the case company, there would have 
been more employees available for interviews and it would also have been easier to 
understand everything that was said. This could have been solved by using a translator 
who could translate the interviews and the related documents. This could have led to 
more empirical data that could have given additional input to the result of the study. 

Documents 

The documents obtained from the case company complemented the empirical data from 
the interviews. One document that the authors did not get access to, was a contract 
between purchasers in the case company and its suppliers. It would have been 
interesting to analyse such a contract, to see how incoterms can be stated in a contract. 
This would also have contributed to an even better understanding of how the purchasers 
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work in their daily tasks using incoterms in order to reduce risks and costs. If the authors 
had obtained a document containing information about the case company’s logistics 
costs regarding the work with incoterms, the authors could have made calculations. This 
would have led to a more exact result concerning what costs could be reduced and by 
how much.  

7.3.2   Literature study 
The literature study provided a basis for the content of the interviews, by giving an 
understanding of the studied areas. In order to obtain a basis for the interviews, the 
literature study was conducted at the beginning of the study. If the literature study had 
been carried out later in the process of the study, the interview questions would have 
been formulated differently. This could have lead to a less substantial empirical result. 
Different types of literature were used in the study, such as scientific articles and books, 
which provided information required for the result of the study. If the authors had 
gathered similar facts from several researchers and compared these to each other, it 
could have resulted in the authors reaching a different result, since the information in 
the theoretical framework could have been different. If more theories about knowledge 
and risk management had been studied, more options for how to work with these areas 
would have been obtained. This could have led to a result with higher generalisability.  

7.3.3   Quality of the study  
 
Reliability  

If more companies had been studied, the authors would have been able to examine the 
extent to which the questions were organisation-specific, which would have increased 
the reliability further. The interview questions used in the empirical study are attached 
in Appendix 1. By attaching these, it is considered possible to conduct similar research, 
which increases the reliability of the study. Another way the reliability was increased, 
was by presenting the keywords, methods and references in the report, which makes it 
possible for the study to be carried out again in the same way. The reliability of the 
study could have been increased even further if the interview questions had not been 
complemented by follow-up questions. Follow-up questions decrease the likelihood of 
receiving similar answers if a researcher were to conduct the same empirical study. The 
benefit of follow-up questions is that a broad discussion was created, which increases 
the study's validity.   

Validity 

If the authors had chosen even more literature from researchers that are well known in 
the study area, the validity of the references would have been higher. To obtain the most 
trustworthy theory regarding Incoterms 2010 the reference Ramberg (2011) was mostly 
used since he is the aouthor of A guide to the Incoterms 2010. This guide is provided 
by the International Chamber of Commerce, who also is the founder of the standard.  

By interviewing employees located in different countries in the APAC region, the result 
of the study is considered to be generalisable for companies within this region, which 
increases the external validity. If more case companies in other countries within and 
outside the APAC region had been studied, the external validity could have been 
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increased further. By doing this, the result of the study would have been more 
generalisable. 

7.4  Conclusion and suggestions 
Through an analysis of the collected data for the first research question, information 
about how the case company currently work with incoterms and risks and costs was 
gathered. Efficient and less efficient ways of working were identified. When analysing 
the second research question, the case company's way of working was used as a basis 
for the analysis. This was analysed against the theoretical framework, in order to find 
out how a company should work with incoterms in purchasing within the APAC region 
to reduce risks and costs. Through this analysis, criteria for reducing risks and costs 
were identified. This led to a guide presented in the result of the study.  

Using the standard Incoterms 2010 is considered to be an essential tool for reducing 
risks and costs when purchasing within the Asia-Pacific region, where risk management 
is a necessary complement. It is necessary that all employees working with incoterms 
have the right knowledge about the incoterms in order to use them correctly. The 
knowledge can be disseminated through the organisation by using knowledge 
management. It is also considered important to understand the differences between 
countries, in order to reduce the risk of misunderstanding. 

The authors recommend the case company to follow the criteria and guide for 
knowledge management in order to reduce risks and costs when using incoterms in 
purchasing within the APAC region. The guide made by the authors is recommended 
for use by companies purchasing within the APAC region. 

The purpose of the study is considered to be fulfilled, since a method has been produced 
which can help companies understand how to reduce risks and costs when working with 
incoterms in purchasing within the APAC region.  

7.5  Further research 
The study was conducted at one case company and since it is preferable to study several 
cases, it would be of interest to conduct an empirical study at other case companies 
regarding reducing risks and costs when using incoterms in purchasing within the 
APAC region. It would be especially interesting to study companies of different sizes. 
These could be companies within the region as well as companies in other trade regions. 
It would be interesting to study the same topic in a different trade region, to receive a 
more global overview and compare the different regions in order to understand how to 
trade between the regions.  

To gain a deeper insight into how costs can be reduced when working with incoterms, 
it would be of interest to study logistics costs in companies and do calculations to see 
what costs can be reduced and by how much and thereby study how this can be 
achieved. Since lack of knowledge is stated to be the main problem area when working 
with incoterms to reduce risks and costs, it would be interesting to study how internal 
courses about working with incoterms can be implemented in different types of 
organisations. 
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Appendix 1: Interview questions 

The company 

1.   Tell us about the company here in Bangkok. What kind of company is it?  
2.   How many employees are working in the company?  
3.   What is the company’s annual turnover?  

General information about your position at the case company in Bangkok 

4.   What is your position in the company? 
5.   What are your working tasks? And what does an ordinary working day look like 

for you ? 

The knowledge about incoterms 

6.   How do you encounter incoterms in your everyday working tasks? 
7.   What do you think about your level of knowledge about incoterms? Do you 

think that you have enough knowledge to be able to understand all the terms? 
8.   Have situations occurred when you have wished you or your team had better 

knowledge about the incoterms? If yes, in what situations? 
9.   Would you state that the level of knowledge about the incoterms is high enough 

within the company? Do the employees understand why the specific incoterms 
are chosen? 

10.  Is there anything about the incoterms that you would like to change? Is there 
any change that would facilitate for your purchasing work or your general 
working tasks? 

How does the company currently work with incoterms?  

11.  Do you know how many countries within the APAC region the company trades 
with? 

12.  Which are the most important countries? 
13.  Do you notice any differences between the different countries you trade with? 

For example, corruption, culture. 
14.  What are the biggest challenges with every country? 
15.  What do you think about the knowledge about incoterms, in the companies in 

the countries you trade with? 
16.  How many employees or departments in the company are working with 

incoterms in some way? 
17.  How do the different departments work with incoterms? 
18.  Do you use the latest standard Incoterms 2010 in all import and export? 
19.  Which incoterms do you use most often when importing? 
20.  What is the reason for the chosen one / ones? 
21.  Who decides what incoterm should be used? 
22.  Do you use incoterms as a tool for reducing risks and costs? If yes, how? 
23.  Who has the authority to make decisions about the choice of incoterms in the 

company? 
24.  What problems do you encounter when using incoterms? 
25.  How do you proceed when a new version of the Incoterms 2010 standard is 

launched? 
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26.  How do you receive the information about changes in the incoterms? 
27.  Does the company have set guidelines for how to work with the incoterms? 
28.  Do you think working with incoterms is important for the company? If yes, 

why? 
29.  Does the company have their own insurance? If yes, what kind and how does it 

work? 

30.  What else do you think is important for us to know about your work with 
Incoterms in the company? 
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Appendix 2: Information about all incoterms 

EXW 
EXW is included in the E-category of the incoterms and stands for Ex Works. This 
Incoterm can be used with any selected mode of transport and for multi-modal transport. 
EXW is suitable when trading on the domestic market.  

When using EXW, the seller has minimum liability; the seller’s only responsibility is 
to prepare the goods for the buyer. The seller must also make sure the goods are suitably 
packed for the purpose of shipping. From the moment the transportation from the 
seller’s warehouse of goods has started, until it reaches delivery point, the buyer bears 
all responsibility for risks and costs. The risks and costs connected to the different 
activities are illustrated in Table A. 

Table A Allocations for costs and risks between seller and buyer when using EXW  

Ex works (EXW) Risk Cost 

Packeging the goods S S 

Pre-carriage B B 

Export customs B B 

Loading into main carriage (handling) B B 

Main transportation B B 

Transportation insurance B B 

Unloading from main carriage (handling) B B 

Import customs B B 

Post-Carriage B B 
 
FCA 
FCA is included in the F-category and stands for Free Carrier and is appropriate in 
international trade. This incoterm can be used with any transport mode, or with multi-
modal transport. 

The seller delivers the goods to the carrier and loads them onto the mode of 
transportation chosen by the buyer. The parties are advised to clearly specify the 
delivery point, as this is where the risk passes on to the buyer. The costs and risks of 
security documents are paid by the buyer. The risks and costs connected to the different 
activities are illustrated in Table B.  
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Table B Allocations for costs and risks between seller and buyer when using FCA 

Free Carrier (FCA) Risk Cost 

Packeging the goods S S 

Pre-carriage S S 

Export customs S S 

Loading into main carriage (handling) B B 

Main transportation B B 

Transportation insurance B B 

Unloading from main carriage (handling) B B 

Import customs B B 

Post-Carriage B B 
 
FAS 
FAS is included in the F-category and stands for Free Alongside Ship. This incoterm 
can only be used with goods transported by sea or inland waterway. 

The seller delivers the goods and places them alongside the vessel. This is when the 
risks of loss or damage and all costs pass on to the buyer. The buyer chooses the carrier, 
signs a contract and pays for the freight. It is the seller's responsibility to leave the goods 
at the dock at the time decided by the buyer. The risks and costs connected to the 
different activities are illustrated in Table C. 

Table C Allocations for costs and risks between seller and buyer when using FAS 

Free Alongside Ship (FAS) Risk Cost 

Packeging the goods S S 

Pre-carriage S S 

Export customs S S 

Loading into main carriage (handling) B B 

Main transportation B B 

Transportation insurance B B 

Unloading from main carriage (handling) B B 

Import customs B B 

Post-Carriage B B 
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FOB 
FOB is included in the F-category and stands for Free on Board. This incoterm can be 
used only for goods transported by sea or inland waterway. 

The seller has to deliver the goods to the vessel chosen by the buyer and loads it on 
board. When this is done, the risks and costs pass on to the buyer, who pays all costs 
and is responsible for all risks from that point and forward. The buyer pays for the freight 
and the insurance. The risks and costs connected to the different activities are illustrated 
in Table D. 

Table D Allocations for costs and risks between seller and buyer when using FOB  

Free on Board (FOB) Risk Cost 

Packeging the goods S S 

Pre-carriage S S 

Export customs S S 

Loading into main carriage (handling) S S 

Main transportation B B 

Transportation insurance B B 

Unloading from main carriage (handling) B B 

Import customs B B 

Post-Carriage B B 
 
CFR 
CFR is included in the C-category and stands for Cost and Freight. This incoterm can 
be used only for goods transported by sea or inland waterway. 

The seller chooses the transportation, signs a transportation contract and pays for the 
freight to the port of destination. The transfer of risk is when the goods are loaded on 
board the vessel. The seller bears the costs and freight to bring the goods to the 
nominated destination. The risks and costs connected to the different activities are 
illustrated in Table E. 
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Table E Allocations for costs and risks between seller and buyer when using CFR  

Cost and Freight (CFR) Risk Cost 

Packeging the goods S S 

Pre-carriage S S 

Export customs S S 

Loading into main carriage (handling) S S 

Main transportation B S 

Transportation insurance B B 

Unloading from main carriage (handling) B B 

Import customs B B 

Post-Carriage B B 
 
CIF 
CIF is included in the C-category and stands for Cost, Insurance, Freight. This incoterm 
can be used only with goods transported by sea or inland waterway. 

The seller provides a maritime insurance against the buyer's risk of damage or loss to 
the goods. The insurance only needs to cover a minimum and if the buyer requires more, 
this can be arranged by the buyer himself. The seller bears the costs and freight until the 
port of destination. The risks passes from the seller to the buyer when the goods are 
loaded onboard the ship. The buyer is responsible for the risks and costs of 
transportation from this point. The risks and costs connected to the different activities 
are illustrated in Table F. 
 
Table F Allocations for costs and risks between seller and buyer when using CIF  

Cost, Insurance, Freight (CIF) Risk Cost 

Packeging the goods S S 

Pre-carriage S S 

Export customs S S 

Loading into main carriage (handling) S or B S 

Main transportation B S 

Transportation insurance B S 

Unloading from main carriage (handling) B B 

Import customs B B 

Post-Carriage B B 
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CPT 
CPT is included in the C-category and stands for Carriage Paid To. This incoterm can 
be used with any transport mode, or with inter-modal transport. 

The seller is in charge of choosing the carrier and pays the costs necessary for bringing 
the goods to the agreed destination. From the moment the goods are loaded on the first 
transport, the risk of damage and loss passes over to the buyer. The seller pays all costs 
until the goods are delivered to the carrier. This also includes costs for unloading at the 
place of destination. The buyer pays all further costs from the poiny when the seller has 
fulfilled the obligations. The risks and costs connected to the different activities are 
illustrated in Table G. 

Table G Allocations for costs and risks between seller and buyer when using CPT 

Carriage Paid to (CPT) Risk Cost 

Packeging the goods S S 

Pre-carriage S S 

Export customs S S 

Loading into main carriage (handling) S S 

Main transportation B S 

Transportation insurance B B 

Unloading from main carriage (handling) B B 

Import customs B B 

Post-Carriage B B 
 
CIP 
CIP is included in the C-category and stands for Carriage and Insurance Paid To. This 
incoterm can be used with any transport mode, or with multi-modal transport 

The seller is in charge of choosing the carrier and pays the costs necessary for bringing 
the goods to the agreed destination. From the moment the goods are loaded on the first 
transport, the risk of damage and loss passes to the buyer. The seller pays all costs until 
the goods are delivered to the carrier. This also includes costs for unloading at the place 
of destination. The buyer pays all further costs from the point when the seller has 
fulfilled the obligations. The seller provides an insurance against the buyer's risk of 
damage to, or loss of, the goods during transportation. The insurance only needs to cover 
a minimum and if the buyer requires more, an extra insurance can be arranged .The risks 
and costs connected to the different activities are illustrated in Table H. 
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Table H Allocations for costs and risks between seller and buyer when using CIP  

Carriage and Insurance Paid to (CIP) Risk Cost 

Packeging the goods S S 

Pre-carriage S S 

Export customs S S 

Loading into main carriage (handling) S S 

Main transportation B S 

Transportation insurance B S 

Unloading from main carriage (handling) B B 

Import customs B B 

Post-Carriage B B 
 
DAT 
DAT is included in the D-category and stands for Delivered at Terminal. This incoterm 
can be used with any transport mode, or with multi-modal transport. 

The seller must deliver the goods to a terminal indicated by the buyer. The terminal may 
be a dock, a warehouse, a container yard, a road, rail or air cargo terminal. The seller 
bears all risks and costs until the goods are unloaded at the terminal at the nominated 
destination; thereafter, the risks and costs pass over to the buyer. The buyer must pick 
up the goods when they have been delivered from the seller. The risks and costs 
connected with the different activities are illustrated in Table I. 

Table I Allocations for costs and risks between seller and buyer when using 
DAT 
 
Delivered at Terminal (DAT) Risk Cost 

Packeging the goods S S 

Pre-carriage S S 

Export customs S S 

Loading into main carriage (handling) S S 

Main transportation S* S* 

Transportation insurance S S 

Unloading from main carriage (handling) S B 

Import customs B B 

Post-Carriage B B 

* = not mandatory   
 

  



Appendices 

	   	   	  54 

DAP 
DAP is included in the D-category and stands for Delivered at Place. This Incoterm can 
be used for any transport mode, or where there is more than one transport mode. 

The seller must choose carrier and sign a transportation contract and bears all risks until 
the goods are brought to the named place. The seller shall deliver the goods to the 
nominated destination and make it ready for unloading. This is the point where the risks 
and costs passes on to the buyer. The risks and costs connected to the different activities 
are illustrated in the table J. 

Table J Allocations for costs and risks between seller and buyer when using DAP 

Delivered at Place (DAP) Risk Cost 

Packeging the goods S S 

Pre-carriage S S 

Export customs S S 

Loading into main carriage (handling) S S 

Main transportation S S 

Transportation insurance S S 

Unloading from main carriage (handling) S S 

Import customs B B 

Post-Carriage S S 
 
DDP 
DDP is included in the D-category and stands for Delivered Duty Paid. This incoterm 
can be used for any transport mode, or for multi-modal transport. 

This is the incoterm where the seller has the maximum liability. The seller is in charge 
of all costs and risks until the goods are delivered to the buyer. The buyer pays the 
unloading fees. The risks and costs connected to the different DDP activities are 
illustrated in Table K. 

Table K Allocations for costs and risks between seller and buyer when using DDP 

Delivery Duty Paid (DDP) Risk Cost 

Packeging the goods S S 

Pre-carriage S S 

Export customs S S 

Loading into main carriage (handling) S S 

Main transportation S S 

Transportation insurance S S 

Unloading from main carriage (handling) S S 

Import customs S S 

Post-Carriage S S 
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