
Social Science and Humanities Journal, Vol. 08, Issue. 10, Page no: 5236-5246 

DOI: https://doi.org/10.18535/sshj.v8i10.1352                                      Page | 5236 

Analysing Common Trade Risks Faced by Tanzanian Traders in 
International Transactions: A Case Study of Dar es Salaam Importers 
and Exporters 

1 Oscar P. Mtolera, 2 Msabaha J. Mwendapole, 3 Edrick J. Mugisha 
1,2,3 Dar es Salaam Maritime Institute 

Abstract: 

International trade is fraught with inherent risks that can significantly impact the efficiency and success of 

cross-border transactions. Tanzanian importers and exporters, particularly those navigating the complexities 

of the Dar es Salaam port, face challenges such as shipment delays, vague contract terms, and financial 

disputes. This study delves into how the strategic application of International Commercial Terms (Incoterms) 

serves as a powerful risk management tool, offering clarity and structure to international trade agreements. 

Utilizing a descriptive research design, we surveyed 96 traders and conducted in-depth interviews to capture 

their experiences with trade risks and their understanding of Incoterms. The findings reveal a widespread gap 

in formal training on Incoterms, leading to frequent logistical issues and contractual ambiguities that could 

otherwise be mitigated. This research highlights the urgent need for targeted educational programs to enhance 

traders’ knowledge of Incoterms and improve the overall efficiency of Tanzania’s trade environment. By 

embracing these standardized terms, Tanzanian traders can transform risks into opportunities, positioning 

themselves as key players in the global trade ecosystem. The study concludes with actionable strategies for 

improving Incoterm adoption and presents a roadmap for strengthening Tanzania’s competitive edge in 

international commerce. 
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1. Introduction:

International trade forms a critical part of 

Tanzania's economic growth, but it also exposes 

traders to various risks. These risks range from 

shipment delays, financial losses due to unclear 

contract terms, to the risk of goods being damaged 

or lost during transit (Zajac, 2019). For Tanzanian 

traders, navigating these risks is crucial for 

maintaining competitiveness and ensuring the 

smooth flow of goods through the port of Dar es 

Salaam, the country's primary hub for import and 

export activities. These trade risks, if unmanaged, 

can have significant financial and operational 

consequences, especially for small and medium 

enterprises (Chuma, 2022). 

Incoterms, a set of standardized international 

commercial terms developed by the International 

Chamber of Commerce, play a significant role in 

managing and mitigating these risks. They clearly 

define the responsibilities of buyers and sellers, 
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helping to reduce uncertainties and 

misunderstandings in international transactions 

(Mwale, 2021). However, despite the availability 

of these tools, many Tanzanian traders either 

misuse or underutilize Incoterms, leading to 

increased exposure to trade risks (Mugendi & 

Njoroge, 2020). This lack of awareness and proper 

application is particularly evident among small 

traders and new entrants to the international market 

(Mbise & Mbwambo, 2021). 

Research has shown that while some traders are 

aware of Incoterms, the majority lack formal 

training on their application, contributing to 

common trade risks such as shipment delays, 

disputes over contract terms, and financial losses 

(Adeola & Egbetokun, 2022). Thus, there is an 

urgent need to investigate the extent to which these 

risks affect Tanzanian traders and how the adoption 

of proper Incoterm usage could alleviate these 

challenges. This study, therefore, aims to identify 

the most common trade risks faced by Tanzanian 

importers and exporters and assess how a better 

understanding of Incoterms can mitigate these risks. 

Given Dar es Salaam’s pivotal role in Tanzania’s 

trade, the city's importers and exporters are ideal 

subjects for studying the impact of trade risks and 

how international commercial terms can mitigate 

them. Understanding the challenges these traders 

face will provide insights into how international 

trade practices can be improved, not only in 

Tanzania but across the East African region.  

2. Literature Review: 

Global Overview of Trade Risks: 

In the context of global trade, the landscape is often 

fraught with numerous risks that can disrupt the 

seamless movement of goods across borders. 

Common challenges such as shipment delays, legal 

disputes, and financial losses can significantly 

impact both the cost and efficiency of international 

transactions. Shipment delays, for instance, 

frequently arise from logistical issues like port 

congestion, customs clearance problems, or 

inadequate transportation infrastructure. Such 

delays not only prolong the delivery time but can 

also lead to penalties, increased storage costs, and 

the potential for spoilage or damage of goods, 

particularly for perishable items (Zajac, 2019).  

Legal disputes often emerge when there is 

ambiguity or misunderstanding between trading 

parties regarding the terms of the agreement, 

especially in the absence of clearly defined roles 

and responsibilities. These disputes can be costly, 

involving litigation or arbitration, and they often 

strain business relationships, reducing trust and 

future business prospects (Choi & Zhang, 2020). 

Additionally, financial losses may occur due to 

fluctuating exchange rates, mishandling of goods, 

or unforeseen tariffs and duties that were not 

accounted for in the original trade agreement 

(Zajac, 2019). These challenges collectively 

underscore the importance of having robust risk 

management strategies in place for international 

trade. 

The application of Incoterms, developed by the 

International Chamber of Commerce (ICC), has 

been instrumental in mitigating many of these risks 

by providing standardized terms that clarify the 

roles and obligations of buyers and sellers in 

international trade transactions. According to Zajac 

(2019), Incoterms are designed to reduce 

uncertainties by delineating which party is 

responsible for transportation costs, insurance, and 

risks related to the shipment of goods. This clarity 

prevents disputes that might arise from 

misunderstandings regarding the transfer of 

ownership and risk.  

Choi and Zhang (2020) further emphasize that by 

specifying when the risk of goods transfers from 

the seller to the buyer, Incoterms minimize the 

likelihood of legal disputes and financial losses, as 

both parties are aware of their obligations at each 

stage of the transaction. For instance, under the CIF 

(Cost, Insurance, and Freight) Incoterm, the seller 

bears the cost and risk of goods until they are 

loaded onto the vessel, but the buyer assumes 

responsibility for risk once the goods are in transit 

(Choi & Zhang, 2020). Such clear demarcations 

help prevent conflicts, reduce transaction costs, and 

ensure smoother business dealings. Overall, 
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Incoterms have become a critical tool in the global 

trade ecosystem, enabling traders to navigate the 

complexities of international commerce with 

greater confidence and reduced risk (Zajac, 2019). 

Incoterms as a Risk Management Tool: 

The effectiveness of Incoterms as a risk 

management tool is well-documented across 

various studies, underscoring their importance in 

international trade. Mwale (2021) found that 

businesses employing Incoterms were significantly 

better equipped to handle risks associated with 

international shipping, such as delays, damage to 

goods, and customs clearance issues. By clearly 

defining the responsibilities and obligations of both 

the buyer and seller, Incoterms help to minimize 

the likelihood of disputes arising from 

miscommunication or misunderstanding. For 

example, Incoterms specify who is responsible for 

insurance, shipping, and handling, as well as who 

bears the risk for the goods during different stages 

of the transaction (Mwale, 2021). This level of 

clarity ensures that both parties are fully aware of 

their roles, which in turn reduces the potential for 

financial losses or legal disputes, a finding 

supported by the World Trade Organization (WTO, 

2019). 

The point at which the risk for goods is transferred 

from the seller to the buyer is one of the most 

critical aspects of Incoterms, particularly in 

managing the risks associated with transport and 

delivery. For instance, under the Free on Board 

(FOB) term, the seller’s responsibility for risk ends 

once the goods are loaded onto the shipping vessel, 

whereas under the Delivered Duty Paid (DDP) term, 

the seller assumes responsibility until the goods 

arrive at the buyer’s location (WTO, 2019). This 

precise delineation of risk transfer points is 

essential for both parties, as it allows them to 

manage insurance, liability, and logistics more 

effectively. By providing a standardized 

framework for determining these responsibilities, 

Incoterms significantly mitigate risks in 

international transactions, enabling smoother 

operations and more predictable outcomes for all 

involved (Mwale, 2021). This structured approach 

to risk management makes Incoterms an 

indispensable tool in global trade, especially in 

regions where legal frameworks for international 

trade may be less developed or inconsistent. 

Challenges in Incoterm Application in Africa: 

In Africa, the correct application of Incoterms 

presents significant challenges for many businesses, 

primarily due to a lack of formal training and 

education on the subject. Adeola and Egbetokun 

(2022) highlight that while many African traders 

are generally aware of Incoterms, their practical use 

in real-world transactions is often limited. This gap 

in practical knowledge creates a range of trade risks 

that could otherwise be mitigated through proper 

understanding and application of these terms. For 

example, traders who do not fully grasp the 

implications of different Incoterms might 

misallocate responsibilities, leading to disputes 

over who is liable for transportation costs, 

insurance, or customs delays (Adeola & Egbetokun, 

2022). 

The consequences of this knowledge gap are far-

reaching. One major issue is delayed shipments, 

often caused by confusion over which party is 

responsible for customs clearance or handling at 

different stages of the transportation process. 

Similarly, financial disputes frequently arise when 

the terms of risk and cost allocation are not clearly 

understood, leaving traders vulnerable to 

unexpected costs. Moreover, goods are more likely 

to be damaged during transit when there is 

ambiguity about who is responsible for the 

handling and care of the products (Adeola & 

Egbetokun, 2022). These challenges are 

exacerbated by the fact that many African countries 

have inconsistent trade regulations and 

infrastructural limitations, making the proper 

application of Incoterms even more critical. 

Without the necessary training and awareness, 

African traders are at a higher risk of experiencing 

financial losses and logistical challenges in their 

international transactions. 

Incoterms in East Africa: 

In East Africa, ports such as Dar es Salaam, 

Mombasa, and Djibouti are vital gateways for 

international trade, making the proper use of 

Incoterms crucial in facilitating smoother 
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transactions. Kigen (2021) found that traders who 

had a clear understanding of Incoterms and applied 

them correctly experienced significantly fewer 

logistical problems, particularly when it came to 

customs clearance and the prevention of shipment 

delays. By ensuring that both the buyer and seller 

are aware of their responsibilities, traders were able 

to streamline their processes, avoid 

misunderstandings, and reduce bottlenecks at the 

ports. This improved efficiency not only saved time 

but also minimized the costs associated with 

delayed shipments and improper documentation 

(Kigen, 2021). 

However, a major challenge in the region, 

particularly for smaller traders, is the lack of formal 

education and awareness regarding Incoterms. 

Mugendi and Njoroge (2020) emphasized that 

many small and medium-sized enterprises (SMEs) 

in East Africa are often not exposed to formal 

training on the proper application of Incoterms. 

This gap in knowledge leads to frequent errors in 

trade documentation, which can cause delays in 

customs clearance and increase the risk of goods 

being mishandled or lost during transit. For small 

traders, who often have fewer resources to absorb 

these risks, such challenges can have a significant 

financial impact, making it harder for them to 

remain competitive in the regional and 

international markets (Mugendi & Njoroge, 2020). 

As a result, the proper use of Incoterms, coupled 

with targeted educational programs, is essential for 

enhancing trade efficiency in East Africa. 

Tanzania’s Trade Environment: 

Tanzania, as an emerging trade hub in East Africa, 

faces several challenges related to trade risks, 

particularly due to its rapidly expanding role in 

regional and international markets. Chuma (2022) 

highlighted that a large number of Tanzanian 

traders frequently encounter shipment delays and 

contract disputes, largely stemming from unclear or 

vague contract terms. These issues often arise when 

traders are uncertain about their responsibilities 

concerning the handling, insurance, and 

transportation of goods. Such uncertainties not only 

lead to logistical inefficiencies but also increase the 

likelihood of legal and financial disputes, which 

can severely disrupt trade operations. In a 

competitive global market, these challenges can 

erode trust between trading partners and hinder 

Tanzania’s overall trade growth (Chuma, 2022). 

The proper application of Incoterms offers a 

solution to these problems by providing a 

standardized framework that clearly delineates the 

responsibilities of buyers and sellers at every stage 

of a transaction. According to Mbise and 

Mbwambo (2021), the use of Incoterms can 

significantly reduce the risks associated with vague 

contract terms, particularly by ensuring that both 

parties understand their obligations concerning the 

transfer of risks and costs. This clarity allows 

Tanzanian traders to navigate the complexities of 

international trade more effectively, thereby 

reducing shipment delays and minimizing the 

likelihood of disputes. For Tanzania to fully 

leverage its position as a trade hub, there needs to 

be a concerted effort to educate traders on the 

correct use of Incoterms, ensuring that they are 

better equipped to manage trade risks and 

contribute to the country’s growing economic 

influence in the region (Mbise & Mbwambo, 2021). 

Theoretical Framework: Transaction Cost 

Theory: 

The Transaction Cost Theory (TCT), originally 

developed by Coase (1973) and later expanded by 

Williamson (1987), offers a valuable lens through 

which to understand the role of Incoterms in 

mitigating trade risks. According to TCT, every 

transaction involves costs related to negotiating, 

monitoring, and enforcing agreements. In 

international trade, these costs can be particularly 

high due to the complexity of cross-border 

transactions, differing legal systems, and logistical 

challenges. Incoterms help to reduce these 

transaction costs by providing a standardized set of 

rules that clearly define the roles and 

responsibilities of buyers and sellers. This reduces 

the need for lengthy negotiations and clarifies the 

terms of the transaction, thereby minimizing the 

potential for disputes (Smith & Johnson, 2018). 
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By streamlining international transactions, 

Incoterms significantly lower the enforcement 

costs associated with trade agreements. When the 

roles and risks are explicitly defined through 

Incoterms, both parties have a clear understanding 

of their obligations, which reduces the likelihood of 

misunderstandings or conflicts during the 

transaction. This is particularly important in 

managing risks related to the transfer of goods, 

insurance, and transportation, as Incoterms specify 

when and where these responsibilities shift 

between parties. Smith and Johnson (2018) argue 

that by reducing ambiguity and creating a 

transparent framework for trade, Incoterms play a 

crucial role in minimizing the financial losses and 

inefficiencies that can arise from poorly structured 

trade agreements. In essence, Incoterms embody 

the principles of TCT by reducing the hidden costs 

of doing business internationally, making global 

trade more efficient and predictable. 

Risk Avoidance and Incoterms: 

Risk avoidance theory provides additional support 

for the use of Incoterms as an effective risk 

management tool in international trade. This theory 

suggests that traders naturally prefer to adopt 

strategies and contractual terms that minimize their 

exposure to risks in a transaction (Doe & Green, 

2019). In the context of global trade, where 

unpredictable factors such as market volatility, 

political instability, and logistical disruptions are 

common, Incoterms play a critical role by offering 

a structured way to manage these risks. By clearly 

defining when responsibility and risk transfer from 

the seller to the buyer, Incoterms allow traders to 

strategically select terms that best align with their 

risk tolerance and business conditions. For example, 

a seller may opt for an Incoterm such as Ex Works 

(EXW), which places the least amount of risk on 

them by transferring all responsibility to the buyer 

once the goods are made available for pickup (Doe 

& Green, 2019). 

In more volatile markets, such as Tanzania, where 

fluctuations in infrastructure quality, customs 

efficiency, and political factors can create 

uncertainty, the precise delineation of 

responsibilities through Incoterms is especially 

valuable. Choi and Zhang (2020) point out that by 

clearly outlining the point at which risk shifts, 

Incoterms enable traders to avoid unnecessary 

exposure to risks that could lead to financial losses 

or disputes. For instance, a buyer might prefer a 

term like Cost, Insurance, and Freight (CIF), where 

the seller is responsible for covering the insurance 

and shipping until the goods reach the port of 

destination, thus minimizing the buyer's exposure 

to transportation-related risks. In this way, 

Incoterms empower both parties to make informed 

decisions that align with their risk management 

strategies, supporting the core principles of risk 

avoidance theory and providing a framework for 

safer, more predictable international trade 

transactions. 

3. Methodology: 

Research Design: 

This study adopted a descriptive research design to 

thoroughly explore the common trade risks faced 

by Tanzanian traders and assess the effectiveness 

of Incoterms in mitigating those risks. The 

descriptive design was chosen because it allows for 

a comprehensive examination of the current state 

of affairs, offering detailed insights into the 

experiences and perceptions of traders. By 

employing both quantitative and qualitative 

methods, the research was able to capture 

numerical data through surveys and provide rich, 

descriptive information through interviews. This 

mixed-methods approach ensures that the findings 

are robust and reflect the complexity of the issues 

traders face in international transactions. 

The research was conducted in Dar es Salaam, the 

largest city in Tanzania and the country's principal 

trading hub. As Tanzania’s most significant port, 

Dar es Salaam plays a crucial role in facilitating 

trade not only for Tanzania but also for landlocked 

neighbouring countries such as Uganda, Rwanda, 

and Burundi. Given the city's strategic importance 

in regional trade, it was an ideal location for 

studying the trade risks encountered by businesses 

involved in import and export activities. The choice 

of Dar es Salaam as the study area ensured that the 
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research captured data from a diverse group of 

traders operating in a dynamic and high-volume 

trading environment. 

The study population comprised importers, 

exporters, and key members of trade organizations 

such as the Tanzania Chamber of Commerce, 

Industry, and Agriculture (TCCIA), as well as 

logistics and freight companies operating in Dar es 

Salaam. A total of 96 respondents were sampled for 

this study. The sampling method employed was a 

combination of purposive and simple random 

sampling. Purposive sampling was used to select 

key stakeholders and decision-makers in trade 

organizations, as these individuals were most likely 

to possess detailed knowledge about Incoterms and 

trade risks. Simple random sampling was then 

applied to select importers and exporters, ensuring 

that the study captured a wide range of experiences 

and views from the broader trading community. 

Primary data were gathered using structured 

questionnaires and in-depth interviews. The 

questionnaires were designed to capture 

quantitative data, focusing on specific trade risks 

encountered, such as shipment delays, financial 

losses, and contractual disputes. Questions were 

both open-ended and closed-ended to allow for 

precise answers while giving respondents the 

opportunity to elaborate on their experiences. In-

depth interviews were conducted with key 

stakeholders to gather qualitative data and obtain 

deeper insights into the challenges faced by traders 

and their strategies for mitigating risks using 

Incoterms. Secondary data were also reviewed 

from relevant trade reports, government documents, 

and academic journals to contextualize the findings 

and provide background information on Tanzanian 

trade dynamics. 

Quantitative data collected from the questionnaires 

were analysed using Statistical Package for Social 

Science (SPSS) software. This analysis included 

frequency distributions, mean scores, and 

percentages to identify trends and quantify the 

common risks faced by traders. The use of SPSS 

allowed for the accurate statistical representation of 

the findings. On the other hand, qualitative data 

obtained from interviews were analysed 

thematically. Thematic analysis involved 

identifying key themes that emerged from the 

interview responses, such as gaps in the knowledge 

of Incoterms and strategies for improving risk 

management. The combined analysis of 

quantitative and qualitative data provided a holistic 

view of the challenges faced by Tanzanian traders 

and the role of Incoterms in mitigating these risks. 

The results were presented using tables and charts 

to facilitate an easy understanding of the data. 

4. Results and Findings: 

This study aimed to examine common trade risks 

faced by Tanzanian traders in international 

transactions, particularly focusing on importers and 

exporters in Dar es Salaam. The findings from the 

collected data provide valuable insights into the 

challenges and risks these traders encounter. These 

include delays in shipments, financial setbacks due 

to unclear contract terms, and damage to goods 

during transit. The results are summarized in the 

following sections. 

4.1. Delays in Shipments: 

The data collected revealed that 70% of 

respondents agreed or strongly agreed that 

shipment delays are a frequent challenge they face. 

This was the most commonly reported trade risk, 

with a mean score of 3.75. Delays were attributed 

to various factors, including inadequate 

infrastructure at the port of Dar es Salaam, 

inefficient customs clearance processes, and 

coordination issues with logistics providers. These 

findings align with those of Chuma (2022), who 

also identified logistical delays as a significant 

challenge for Tanzanian traders. Table 1 presents 

the data on shipment delays.
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Table 1. Data on Shipment Delays 

Risk Strongly Disagree Disagree Neutral Agree Strongly Agree Mean 

Delays in shipments 5% 10% 15% 45% 25% 3.75 

Source: Field Data, 2024 

The high percentage of traders experiencing 

shipment delays suggests that improvements in 

port infrastructure and customs processes are 

critical to mitigating this risk. Furthermore, traders 

indicated that the lack of clear communication 

between logistics providers and customs authorities 

exacerbates the issue, resulting in longer-than-

expected waiting times for goods to clear the port. 

4.2. Vague Contract Terms and Financial 

Setbacks 

Another major trade risk identified was financial 

setbacks due to vague contract terms, with a mean 

score of 3.70. 65% of respondents agreed that 

ambiguous terms in trade agreements often led to 

disputes, unexpected costs, or delayed payments. 

Many traders reported that they encountered 

challenges when negotiating terms with 

international partners, particularly regarding cost 

distribution and risk allocation. This issue is 

compounded by the lack of formal training in the 

use of Incoterms, which leads to misinterpretations 

and financial losses. Table 2 summarizes the 

findings on contract terms and financial risks.

Table 2. Findings on Contract Terms and Financial Risks 

Risk Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

Mean 

Vague contract terms and 

financial setbacks 

5% 10% 20% 40% 25% 3.70 

Source: Field Data, 2024 

The findings suggest that a better understanding 

and application of Incoterms could mitigate these 

risks by clearly defining the responsibilities of 

buyers and sellers. Incoterms help to specify who 

bears the risk at different stages of the transaction, 

reducing ambiguities that often lead to disputes and 

financial losses. 

4.3. Damage to Goods During Transit 

The risk of goods being damaged during transit was 

another significant concern, with 55% of 

respondents agreeing or strongly agreeing that they 

had experienced this issue, leading to a mean score 

of 3.45. Traders attributed this problem to poor 

packaging, mishandling by logistics providers, and 

inadequate risk management strategies. The 

findings are consistent with Adeola and 

Egbetokun’s (2022) study, which identified similar 

challenges in other African countries.

Table 3. Findings on Damage to Goods During Transit 

Risk Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

Mean 

Damage to goods during 

transit 

10% 15% 20% 30% 25% 3.45 

Source: Field Data, 2024 

Respondents suggested that this risk could be 

reduced through better packaging standards and 

more stringent oversight of logistics providers. 

Additionally, the use of specific Incoterms that 
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clearly define responsibility for the handling and 

transportation of goods (such as CIF – Cost, 

Insurance, and Freight) can ensure that traders are 

better protected against potential damages during 

transit. 

4.4. Awareness and Application of Incoterms 

The findings also revealed that while 85% of 

respondents had some awareness of Incoterms, 

only 45% had received formal training on their 

application. This gap between awareness and 

practical knowledge was reflected in the moderate 

confidence levels reported by traders when 

applying Incoterms in their contracts. A mean score 

of 3.40 for confidence in applying the correct 

Incoterm indicates that many traders still struggle 

to use these terms effectively, which contributes to 

the risks mentioned earlier. 

Table 3. Findings on Awareness and Application of Incoterms 

Awareness/Training of 

Incoterms 

Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

Mean 

Confidence in applying correct 

Incoterm 

10% 15% 20% 35% 20% 3.40 

Source: Field Data, 2024 

The data suggests that increasing access to formal 

training on Incoterms could significantly reduce 

trade risks, particularly in terms of shipment delays 

and financial setbacks due to contract disputes. 

Improved training programs and resources are 

critical to ensuring that Tanzanian traders can fully 

utilize Incoterms to mitigate these risks. 

4.5. Proposed Strategies for Improvement 

The respondents were asked to suggest strategies 

for improving the adoption and implementation of 

Incoterms in Tanzania. 80% of respondents agreed 

that more in-depth training and educational 

programs are necessary to help traders better 

understand and apply Incoterms. They also 

recommended the use of digital tools and platforms 

to streamline the management of international trade 

terms and facilitate easier access to updated 

information on Incoterms. 

In addition to the call for more in-depth training 

and educational programs, respondents emphasized 

the need for continuous professional development 

to ensure traders stay up-to-date with the latest 

revisions and applications of Incoterms. As 

Incoterms are periodically updated to reflect 

changes in global trade practices, it is crucial that 

Tanzanian traders, especially those engaged in 

international transactions, have regular access to 

workshops, seminars, and certification courses. 

These programs would not only improve 

understanding but also provide practical, scenario-

based learning to ensure that traders can 

confidently apply the correct Incoterms to mitigate 

trade risks. Collaborations between trade 

organizations, government agencies, and 

international trade experts could enhance the 

quality and relevance of these educational 

initiatives, ensuring they address the specific needs 

and challenges of the Tanzanian market. 

Furthermore, the integration of digital tools and 

platforms was highlighted as an essential strategy 

for improving the adoption of Incoterms. With the 

increasing digitization of global trade, respondents 

recommended the creation of mobile applications 

and web-based platforms that can offer real-time 

updates, interactive tools for selecting the 

appropriate Incoterm, and automated reminders to 

help traders stay on track with their responsibilities. 

These platforms could also provide easily 

accessible guides and tutorials, breaking down the 

complexities of Incoterms into user-friendly 

content. By utilizing digital solutions, traders 

would have greater flexibility and convenience in 

managing their international trade terms, ultimately 

leading to more efficient transactions, reduced risks, 

and fewer disputes. 
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Discussion:  

The findings of this study shed light on the 

significant challenges and trade risks faced by 

Tanzanian importers and exporters, particularly in 

the context of international trade through the port 

of Dar es Salaam. The most frequently reported 

risks, such as shipment delays, vague contract 

terms, and goods damaged during transit, are 

indicative of the structural and logistical 

inefficiencies that many traders encounter. These 

findings align with existing literature, which has 

consistently emphasized that logistical delays and 

infrastructure bottlenecks are major impediments 

to efficient trade in developing countries (Zajac, 

2019). In Tanzania, these delays are exacerbated by 

inefficient customs procedures and inadequate port 

infrastructure, both of which contribute to 

significant delays in the movement of goods 

(Chuma, 2022). This underscores the need for 

substantial investment in both physical 

infrastructure and procedural reforms to streamline 

customs processes. 

The issue of vague contract terms and subsequent 

financial setbacks is another critical risk identified 

in this study. This problem is particularly 

concerning as it highlights the lack of a clear 

understanding and proper application of 

international trade terms, such as Incoterms, among 

many traders. While 85% of respondents indicated 

a general awareness of Incoterms, only 45% had 

undergone formal training on their usage. This gap 

between awareness and formal knowledge suggests 

that many traders may be using Incoterms 

superficially or incorrectly, leading to disputes, 

financial losses, and contract ambiguity. This 

finding is consistent with the risk avoidance theory, 

which posits that traders who are not fully aware of 

the terms governing their transactions are more 

likely to encounter risks, particularly in complex 

international trade environments (Doe & Green, 

2019). 

The risk of damaged goods during transit, 

highlighted by 55% of respondents, further 

demonstrates the vulnerabilities that Tanzanian 

traders face when shipping internationally. 

Inadequate packaging, mishandling by logistics 

providers, and weak oversight mechanisms are 

contributing factors. The use of appropriate 

Incoterms could mitigate this risk by clearly 

delineating responsibilities for the safe packaging, 

handling, and insurance of goods during transport. 

For instance, the CIF (Cost, Insurance, and Freight) 

Incoterm specifies that the seller is responsible for 

arranging transportation and insurance up to the 

point of delivery, thereby protecting the buyer from 

risks associated with damaged goods during transit 

(Doe & Green, 2019). However, without formal 

training on how to correctly apply such terms, 

many traders continue to face preventable risks. 

Furthermore, the moderate confidence levels 

reported by respondents in applying Incoterms 

reflect a broader issue of insufficient training and 

support for Tanzanian traders. Although Incoterms 

have been in place for decades and are regularly 

updated to reflect changing trade dynamics, the 

study's findings suggest that formal education and 

training on the use of Incoterms remain inadequate. 

This is consistent with the findings of Adeola and 

Egbetokun (2022), who observed similar 

challenges in West African countries. Formal 

training programs, such as workshops and 

certification courses, are crucial for equipping 

traders with the knowledge necessary to navigate 

the complexities of international contracts and 

mitigate risks effectively. 

The proposed strategies for improving the adoption 

and implementation of Incoterms, such as in-depth 

training and the use of digital tools, are both 

practical and necessary. These strategies align with 

global best practices, which emphasize the 

importance of continuous learning and 

technological adoption in enhancing trade 

efficiency. Digital tools, in particular, can provide 

traders with real-time updates on Incoterm 

regulations and allow for more efficient contract 

management. By implementing these strategies, 

Tanzanian traders can not only reduce the risks they 

face but also improve their competitiveness in the 

global market. The findings of this study highlight 

the urgent need for educational reform, policy 

support, and investment in infrastructure to ensure 
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that Tanzanian traders can fully leverage 

international trade opportunities while minimizing 

associated risks. 

Conclusion: 

This study highlights the crucial role that proper 

understanding and application of Incoterms can 

play in mitigating the significant trade risks faced 

by Tanzanian importers and exporters. As seen, 

issues like shipment delays, financial losses from 

vague contract terms, and damage to goods during 

transit are common among traders. However, these 

risks can be greatly minimized by fostering a 

deeper awareness and practical knowledge of 

Incoterms. By empowering traders through 

targeted educational programs, workshops, and the 

adoption of digital tools, Tanzania can unlock 

smoother and more secure trade operations. This 

not only enhances the efficiency of individual 

transactions but also strengthens the country’s 

overall position in the global trade landscape. 

The road to reducing trade risks lies in embracing a 

culture of continuous learning, collaboration, and 

technological innovation. With proper guidance on 

Incoterm application, Tanzanian traders can turn 

potential pitfalls into opportunities, transforming 

risks into manageable and predictable factors in 

their trade operations. As Tanzania continues to 

grow as a regional trade hub, the adoption of these 

solutions will not only safeguard local businesses 

from common trade-related challenges but will also 

position the country as a leading example of trade 

risk management and international trade success in 

East Africa. 
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