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Examination of Consignment Contracts in International Trade

Abstract

Consignment contracts are widely used across various industries. In such agreements, goods are sold
for retail in stores, but ownership of the inventory is retained by the supplier until the items are
purchased by consumers. The supplier receives payment from the retailer based on the units that have
actually been sold. Consignment is a popular form of business arrangement in which the supplier
maintains ownership of the inventory and receives payment from the retailer based on actual sales. The
popularity of such arrangements has sparked ongoing discussions about who should control the
inventory in the supply chain. The supplier communicates the consignment price for each unit sold to
the retailer, while in another scenario, the retailer sets the selling price of the product. There are two
different types of consignment arrangements. The first arrangement allows the supplier to determine
the inventory along with the pricing of their goods. This arrangement is referred to as the Supplier-
Managed Consignment Inventory (SMCI) program. The second arrangement permits the retailer to
choose the supply chain inventory along with its pricing, known as the Retailer-Managed Consignment
Inventory (RMCI) program..
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