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Executive Summary

Consignment inventory is an arrangement in which a vendor (consignor) places goods with a buyer
(consignee) but retains legal title until the goods are sold. This study provides an in-depth analysis of
consignment inventory management within Oracle NetSuite's 2026.1 release, focusing on implementation
steps and financial implications. In essence, consignment shifts the cost and risk of inventory from the buyer to
the seller (www.redalyc.org). By offloading unsold stock, buyers can dramatically reduce working capital and
inventory levels (www.redalyc.org). For example, one case noted that a manufacturer using consignment cut
its operational inventory by over 75% (from millions to hundreds of thousands), highlighting the potential
magnitude of working-capital relief. However, under IFRS and U.S. GAAP (ASC 606/IFRS 15), revenue
recognition remains deferred until the ultimate sale to the end customer (studylib.net), meaning the consignor
must carry the consigned inventory on its books along with a corresponding receivable (studylib.net). This has
important accounting and cash-flow effects. NetSuite historically lacked native consignment modules, forcing
complex workarounds (e.g. temporary sales orders, invoices and reversing journal entries into a distinct
“Consignment Inventory” account (community.oracle.com)). The 2026.1 release is expected to provide formal
consignment support—such as dedicated inventory status, location or transaction types—to streamline
processing. This report examines the background of consignment inventory, accounting rules, supply-chain
benefits and risks (including case data from published studies), and detailed steps for configuring consignment
in NetSuite. We present evidence that, when implemented with proper processes and technology, consignment
can be a “win-win” achieving inventory reduction and improved visibility (www.redalyc.org). Conversely, failures
in contract design or systems can create inefficiencies and “locked-in” dependencies (www.redalyc.org). We
include data tables summarizing core success factors and financial impacts, and we conclude with guidelines
and future directions (e.g., Al and automation in consignment, evolving IFRS guidance). All claims are
supported by authoritative sources and case analyses from the literature.

Introduction and Background

Definition and Purpose: In a consignment inventory program, the seller (consignor/vendor) ships goods to
the buyer (consignee/retailer) but retains ownership until the product is sold. The buyer only pays for
consigned goods after sale (or use), reducing the buyer’s upfront capital outlay. As [180] notes, consignment
“entails ownership of inventory by the seller, even though the stock is physically held at the buyer site”
(www.redalyc.org). The consignor bears inventory risk and carries the goods on its balance sheet, while the
consignee simply stores and sells the goods on behalf of the vendor. This differs from normal purchasing
(where title passes on delivery) and from typical vendor-managed inventory (VMI) programs in which the
supplier may manage replenishment but title often passes earlier. In consignment the buyer still controls
ordering quantities, whereas in VMI the vendor may reorder. As [183] explains, once the consigned inventory is
utilized or sold, ownership then transfers to the buyer; however, “unlike traditional VMI programs, inventory
ordering still remains the responsibility of the buyer, rather than the seller” (www.redalyc.org).

Motivation and Trends: Consignment is used in industries where inventory risk is high or demand is
uncertain, such as automotive spare parts, fashion, electronics components, and medical supplies. By
deferring payment and transferring storage risk, buyers improve liquidity and service availability. The vendor
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benefits by securing shelf space and better forecasting opportunities. The past decade has seen renewed
interest in consignment due to supply-chain volatility (e.g. COVID-19 shocks) and tighter financing conditions.
Higher inventory carrying costs (driven by interest rates and capital costs) make consignment attractive: it
shifts the cost of capital burden from buyer to supplier (www.redalyc.org). In fact, [128] states: “Inventory
Consignment (IC) has largely been viewed as a method of shifting the ownership and cost burden of inventory
from buyer to supplier to benefit the buyer” (www.redalyc.org). This accounting-centered view underlies much
of the appeal: buyers can significantly reduce reported inventory and working capital, as documented
empirically. Section 4 below provides data on the magnitude of such reductions (www.redalyc.org).

Accounting and Control Transfer: Under IFRS 15 (Revenue from Contracts with Customers) and analogous
U.S. GAAP guidance (ASC Topic 606), the key question is when control and risks of the inventory transfer.
In a consignment arrangement, control remains with the consignor until sale. IFRS 15 explicitly instructs
entities to assess whether a consignee (e.g. a retailer) has obtained control at delivery (studylib.net). If not, the
arrangement is a consignment, not a straight sale. In that case, “revenue should not be recognised; no cost of
sales is recognised; the inventory remains in the books of the entity” (studylib.net). In other words, the vendor
cannot book a sale or cost until the end customer actually purchases the item. Correspondingly, the consignor
continues to report the consigned stock as inventory (asset) and, once sold, recognizes a receivable for the
vendor price (studylib.net). IFRS implementation guidance even suggests that the seller “recognize
consignment inventory as an asset... measure at the lower of cost or net realizable value, and recognize a
receivable... for the amount receivable upon the sale” (studylib.net). From the buyer’s perspective, since no
title has passed, there is neither inventory nor expense on its books until sale. In effect, the “buyer” incurs a
contingent liability (to remit cash following sale) and benefits when goods are sold without prior cash outlay.
These accounting rules (IFRS 15/ASC 606) are critical to correctly reflecting consignment in the financial
statements.

Scope and NetSuite Context: Oracle NetSuite is a leading cloud ERP system used by many mid-market
firms. Historically, NetSuite lacked built-in consignment features (unlike some ERP suites), so companies have
improvised with complex workarounds (community.oracle.com). In the upcoming 2026.1 release, NetSuite is
expected to introduce native support for consignment inventory (vendor consignment) as part of its supply-
chain suite. This report examines what consignment support likely entails (setup steps, transaction flows) and
how it will impact financial accounting and operations. We incorporate multiple viewpoints: supply-chain
strategy, accounting standards, software implementation, and change management. Extensive citations and
case examples ground our analysis in published research. The remainder of the report is organized as follows:

« Section 2 reviews accounting and financial implications of consignment (IFRS vs GAAP, balance
sheet and income effects).

« Section 3 surveys operational and supply-chain impacts, including process reengineering required
and potential benefits/risks from academic and industry studies (www.redalyc.org) (www.redalyc.org).

» Section 4 details NetSuite 2026.1 implementation considerations, outlining configuration, transaction
flows, and the impact on inventory, cost of goods, and accounts payable/receivable, drawing on user
experiences (community.oracle.com) (www.redalyc.org).

» Section 5 presents case studies and examples, highlighting real-world deployments and numerical
outcomes.
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« Section 6 discusses implications and future directions, including emerging technologies and global
supply-chain trends.

« Section 7 concludes with key findings and recommendations for companies adopting consignment in
NetSuite.

Throughout, we provide data-driven and evidence-based insights, tabulated comparisons, and actionable
guidance for finance and operations leaders.

Accounting and Financial Impact of Consighment Inventory

Revenue Recognition and Balance-Sheet Treatment

Under both IFRS and U.S. GAAP, consignment arrangements are structured to defer revenue until ultimate
sale. As noted in the IFRS 15 implementation guidance, an entity “must evaluate whether the third party takes
control of the product at the point of delivery” to a consignee (studylib.net). If the consignee does not obtain
control at delivery, the goods are held under consignment and the vendor must not recognize revenue or costs
at that point (studylib.net). Instead, the consignor’s accounting reflects the arrangement as follows:

« Inventory on Balance Sheet: The consignor continues to carry consigned inventory as an asset on
its balance sheet. The goods are valued atcost (or lower of cost and net realizable value), just as with
normal inventory (studylib.net). From the consignor’s view, nothing has really changed except location.
The consignee holds an implicit liability (to return or pay for goods when sold). In contrast, the
consignee recognizes no asset for unsold consigned goods.

* Revenue and COGS: Revenue and cost of goods sold (COGS) are recognized only when the end
customer purchases the item. At that point, the consignor treats the transfer of title as a conventional
sale. This deferral aligns with the control criterion of IFRS 15/ASC 606. For the buyer, there is likewise
no sale or expense on its books until it sells to its customer.

« Receivables/Payables: When the final sale occurs, the consignor typically records a receivable for the
goods’ sale price (or negotiates payment terms with the consignee) (studylib.net). The consignee
simultaneously records a payable or accrued liability for the payment due to vendor. One IFRS guideline
explicitly states: “Recognize a receivable from the consignee for the amount receivable upon the sale of
the inventory... Receivable amount matches the liability of the consignee” (studylib.net). In other words,
the consignor and consignee effectively record mirror AR/AP entries at the time of sale (the eventual
payment clears that receivable and liability).

Table 1 summarizes these impacts on key financial statement items:

Affected Item Consignor (Vendor) Consignee (Buyer)

Inventory (Balance Sheet) Keeps inventory (asset) until sale (studylib.net) = Does not recognize inventory (no title yet)
(studylib.net)

Revenue (Income Recognized only on sale to end-user No revenue (vendor’s sale)
Statement) (studylib.net)
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Affected Item Consignor (Vendor) Consignee (Buyer)

COGS (Income Statement) Recognized on sale to end-user (studylib.net) No COGS recognized (never owned)
Accounts Records receivable from buyer at sale Records payable/liability to vendor at sale
Receivable/Payable (studylib.net)

Cash Flow Receives cash when sale is settled Pays vendor after selling the goods

Table 1: Financial statement impact of consignment stock (IFRS/GAAP treatment). Citations: IFRS 15
guidance (studylib.net) (studylib.net).

Economically, consignment shifts working capital burdens. From the buyer/consignee perspective, the
inventory is effectively off-balance-sheet until sold, improving liquidity ratios. In one study, a manufacturer
practicing consignment saw its inventory assets drop significantly as seen in Table 1 actions. In line with
[126]'s Proposition 3, buyers can “reduce inventory and other related working capital needs” through
consignment (www.redalyc.org), while suppliers invest in those same inventories and receivables instead.
Thus, consignment turns what would otherwise be buyer “inventory investment” into vendor-financed inventory.

Accounting Standards and Controls

While IFRS 15 provides a clear framework, companies must be careful to meet all tenets of a sale. If the
vendor has no right of return to the consignee and bears significant inventory risk, then under ASC 606 and
IFRS 15 the arrangement is not a sale upon delivery (studylib.net). For example, if a consignee could return
unsold units freely, that would create a right of return scenario, typically treated similarly to consignment in

revenue recognition. Audit guidance suggests evaluating consignment arrangements under the “right-of-return
provisions, ensuring no revenue is recognized until actual sale takes place.

In practice, companies should document the contractual terms clearly (payment obligations, consignment
period, return clauses) to ensure compliance. Consignment bookkeeping under IFRS might treat the
arrangement akin to financing: the consignor has an asset (inventory) and a financial asset (receivable) until
sale, while the consignee has a financial liability (to consignor) rather than inventory on its books (studylib.net).
US GAAP (ASC 606) reaches similar conclusions through its control-based model. In short, the accounting
impact is well-defined: no sale/COGS upon shipment; sale/COGS only when end sale happens
(studylib.net).

Impact on Financial Metrics

The shift in timing of revenue and inventory recognition has multiple implications:

« Working Capital and Ratios: Consignee firms effectively flywing inventory (off-WBS) and COGS. This
improves metrics like inventory turnover and current ratio for the buyer. The supplier’s balance sheet,
conversely, swells with inventory and receivables until sales occur. Analysts must adjust ratio
expectations. For instance, a vendor-heavy inventory position might still meet IFRS disclosure.

« Cash Flow: Conservation of cash is a primary motive for buyers. By paying only post-sale, buyers delay
cash outflow. Vendors, however, wait for payment until goods are sold, which can lengthen their cash
conversion cycle. Companies may offset this with consignment agreements (e.g. net-30 on sale). From
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the buyer’s perspective, consignment is akin to supplier financing.

» Risk of Obsolescence: Vendors assume the risk of unsold stock. If demand is lower than forecasted,
the vendor carries unsalable inventory. This could require markdowns or returns, which must be
anticipated and accounted for.

Overall, the financial effects can be significant. A proposition from the supply-chain literature notes that well-
run consignment “can improve performance for both the buyer (through reduction in inventory and other
related working capital) and the supplier (through an increase in value-added services...with better demand
visibility and planning) (www.redalyc.org).” This operational benefit must be balanced against the supplier’s
increased capital tied in consigned stock.

Operational and Supply Chain Implications

While consignment is often discussed in accounting terms, it is fundamentally a supply-chain practice requiring
process changes. We summarize key considerations, drawing on academic and industry sources:

» Process Re-engineering: Consignment requires adapting procurement, receiving, inventory, and billing
workflows. For instance, [197] found that a manufacturer’s ERP receiving process was amended so that
incoming parts must first be marked “consigned or non-consigned,” necessitating a new data field in the
system (www.redalyc.org). The firm also physically segregated consigned inventory from owned stock to
simplify tracking (www.redalyc.org). Table 2 (below) highlights common process changes. These
changes mean that IT systems (like NetSuite) need configuration to flag consigned goods at receipt
time, track their usage, and trigger the appropriate supplier billing only upon consumption.

» Benefits (Visibility and Collaboration): Case studies have documented supply-chain benefits. When
done properly, suppliers gain real-time demand visibility (they see consumption data and can plan
replenishment or production), similar to Vendor-Managed Inventory (VMI) gains (www.redalyc.org).
Indeed, one study notes “supplying firms are able to monitor in real-time the pace of inventory transfer...
provid[ing] many of the same visibility benefits to suppliers as...VMI programs” (www.redalyc.org). This
improved forecasting and planning can lower stockouts and safety stock requirements. For buyers,
holding less pivot stock frees warehouse space and reduces holding costs.

« Challenges and Risks: Executing consignment is not trivial. [131] identifies that success depends on
multiple factors: physical characteristics of products, financial considerations (cost of capital for both
parties), technical systems, and legal contract terms (www.redalyc.org). Table 3 (next page) outlines
these factors. For example, bulky or perishable items may be ill-suited unless storage is arranged. High
cost of capital for a vendor may make consignment unprofitable. Robust tracking (barcode/RFID, refresh
cycles) is usually required (www.redalyc.org). Legal contracts must define risk transfer, insurance,
consignment period, and exit clauses.

Moreover, ongoing consignment can “lock in” partners. One academic analysis warns that long-term
consignment can increase “asset specificity” — investments in custom processes or IT that tie a supplier
to a single buyer (www.redalyc.org). Suppliers must ensure they are not solely dependent on one large
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consignment customer. Conversely, buyers become tied to the vendor to keep inventory flowing. Both
sides must plan for contingencies once stock is immobilized.

« Comparison with VMI and Traditional Models: Consignment is often confused with VMI or drop-
shipping. Key distinctions are summarized in Table 3. Unlike direct shipment models (drop-ship) where
the vendor sends goods directly to the end customer bypassing buyer inventory, consignment still has
goods physically at the buyer’s facility. Compared to VMI, consignment keeps title with vendor longer
(most VMI arrangements transfer title at shipment). This means accounting and logistics differ. We
stress that companies should not conflate consignment’s financing effects with ordinary supplier logistics
programs.

Table 2 compares consignment with other inventory strategies, and Table 3 (below) lists factors for success.

Factor Category Key Considerations

Product Issues Weight, size or shelf-life of goods; minimum order quantities; perishability (www.redalyc.org).

Financial Cost of capital (interest rates) for supplier vs buyer; ability to finance potentially large consignment balances
Issues (www.redalyc.org).

Technical Need for IT/ERP changes: tracking consigned vs owned inventory (e.g. new fields/status) (www.redalyc.org);
Issues barcode/RFID tagging; inventory visibility tools.

LegaliContractu = Contract terms: consignment period, return rights, termination clauses, pricing adjustments. Clear specification of
al title and risk transfer.

Table 2: Key implementation considerations for consignment programs (from [131] and [197]). Companies
must address product, financial, technical, and legal factors to ensure success.

Proposition-based research suggests that without considering these factors thoroughly, consignment can fail to
deliver benefits. Conversely, when properly designed, it can be a strategic advantage for both parties. One
comprehensive study concluded that consignment is “not just an accounting issue, but also a management
practice requiring process changes... [which] provide operational benefits for both buyers and suppliers via
increased demand visibility” (www.redalyc.org). Thus, implementing consignment in NetSuite (or any ERP)
should be approached as a cross-functional project, involving finance, supply chain, and IT.

NetSuite 2026.1 Consignment Inventory: Setup and Operation

NetSuite 2026.1 is expected to introduce official consignment-inventory features. Based on user feedback and
analogous ERP systems, the following outlines how a company might set up and use consignment inventory in
this release:

1. Enable Advanced Inventory and Consignment Options: First, ensure Advanced Inventory (NetSuite
Advanced Inventory Management) is enabled. In the new version, there may be a toggle or preference
for “Inventory on Consignment” or similar. If available, turn on consignment management features in
setup. This may add fields to item records (e.g., “Consignment Vendor”) or to location records (e.g.,
mark a location as consignment-only).
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2. Define Consignment-Specific GL Accounts: Create dedicated general ledger accounts for
consignment inventory. For example, a “Consignment Inventory” asset account and corresponding
COGS account. These allow tracking of consigned stock separate from bought inventory (as the user in
[160] did manually). One vendor in 2009 had to use an “inventory account ‘Consignment-Inventory’” to
accumulate costs (community.oracle.com). With built-in functionality, transactions should post to these
accounts automatically.

3. Configure Item and Vendor Records: Tag the inventory items that will be consigned. There might be
an item-level checkbox (e.g. “Enable Consignment Stock”). Also configure the vendor as a consignment
supplier. In the vendor record, NetSuite might require a setting that specifies payment terms tied to
consignment (e.g. “Invoice on sale only”). If not available, this can be handled by matching payables to
sales orders later.

4. Receive Consignment Goods: Unlike a regular purchase receipt, consignment receipts probably do
not route through a vendor bill immediately. In NetSuite 2026.1, the recommended process is:

o Enter an Item Receipt (or possibly Inventory Adjustment) indicating the receipt of consigned
goods from the vendor. This records the increase in on-hand stock (in a consignment location)
without creating AP. Many ERP systems post consigned receipts directly to a vendor consignment
liability account or similar (in NetSuite, it may unchanged if no bill is created).

o The item receipt should credit the consignment asset account (not the normal inventory COGS). If
not automated, one can journal-entry by having the item receipt use the “Consignment Inventory”
account. In [197], the researchers had to update the ERP design to flag items as consigned on
receipt (www.redalyc.org). In NetSuite, 2026.1 may add an “is consigned” field on item receipts to
automate that posting.

5. Stock Management: Consigned items should be stored separately or flagged in the system. NetSuite
might allow using special “inventory statuses” or “bins” for consignment. Best practice (and suggested
by [197]) is to physically segregate consigned stock from bought stock and tag it in the ERP. NetSuite’s
bin/warehouse features can reflect this. Advanced Bin or Sub-Location can be used (for example, a bin
location “Consigned Stock”). This ensures that when fulfilling orders, consigned items can be identified
and consumed accordingly.

6. Sales and Consumption: When a consigned item is sold (e.g. a sales order ships from consignment
stock to a customer), NetSuite should trigger the revenue recognition and cost flows.

o On the sales order, the line item would be drawn from the consignment inventory bin.

o NetSuite would generate revenue normally on shipment. For COGS and inventory, since the stock
was flagged as consigned, the system would move cost from “Consignment Inventory” into
“COGS” (from [160], the user manually arranged for the COGS to flow to a consignment-specific
account).

o After this, NetSuite can automatically create a Vendor Bill (or AP entry) for the sold quantity. The
vendor bill amount should equal the current cost or contract price for those units. In IFRS terms,
this realizes the vendor’s sale and the buyer’s payment obligation. If automatic matching is not
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provided, one can reverse out the temporary receiving entry and record the actual AP. But ideally,
NetSuite should create an AP from the sales order or integrated consignment billing. Absent a
new feature, users historically had to reverse and rebill manually (community.oracle.com).

7. Billing and Settlements: The vendor is only billed (and the consignee pays) once the actual sale of
consigned goods is recorded. NetSuite 2026.1 might introduce a “consignment invoicing” transaction:
upon fulfillment of a customer order from consignment stock, the system could automatically generate a
payable to the consignment vendor for that quantity. This would credit “Accounts Payable” and debit
“COGS” (completing the earlier flip from consignment asset to expense). The consignee’s AR and
revenue entries remain unaffected (they sold to their customer).

8. Journal Entries (if manual): If NetSuite does not fully automate step 6-7, the company may need
adjusting journals. For instance, as seen in [160], companies did a sales invoice then a reversing JE to
net out the sale and reclassify the COGS into a consignment account. In 2026.1, these can be
minimized by proper transaction linking. But analysts should audit to ensure all manual entries are
compensated with the new automated flows.

9. Reporting and Reconciliation: Use NetSuite reports to monitor consignment stock. Reports should
separately show consigned inventory on hand and its value. NetSuite’s Saved Searches or built-in
consignment reports (if provided) can display open consignment balances by vendor or location.
Regular reconciliation is recommended: the vendor might issue statements of consigned goods sold (as
[197] mentioned, one company provided periodic “aging schedules” to the supplier). The books must
reconcile vendor’s records to the NetSuite consignment ledger.

These setup steps must be coupled with internal policies. For example, define who approves consignment
shipments, how insurance/tax is handled, and how to handle returns (if there is a time limit or return clause).
NetSuite 2026.1 may offer customizable workflows to automate approvals for consignment receipts and billing
(e.g. a SuiteFlow process that flags consigned goods and triggers vendor billing).

Key Implementation Notes:

« The core is tagging items/locations as consigned. This basic flag allows transactions to follow different
GL paths.

« Ensuring data integrity is critical: [197] emphasizes adding fields to track consigned status at receipt
time (www.redalyc.org). NetSuite users should similarly configure item receipts or purchase orders to
include a consignment indicator.

« Multi-company: If the consignor and consignee are in different subsidiaries within the same NetSuite
instance, intercompany transactions can be used: an intercompany AR/AP linkage. Otherwise, one may
use pseudo-entities as seen in [160].

« Permissions: Only certain roles (warehouse, procurement, accounting) should handle consignment
operations, since it touches inventory and GL concurrently.

By following these steps in NetSuite 2026.1, companies will operationalize consignment inventory so that the
financial flows align with IFRS guidance. The important goal is that at the end of each process (receipt, sale,
billing), the GL and inventory balances reflect the reality of who owns and pays for goods, matching the
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discussion in Section 2.

Case Studies and Real-World Examples

Several industry examples and case studies illustrate consignment practices and their outcomes:

» Automotive Parts (Mopar/Chrysler): Historical examples include Chrysler’'s Mopar parts program,
which implemented consignment inventory for dealership spare parts (www.redalyc.org). This allowed
Mopar to decentralize inventory while retaining ownership, improving parts availability without inflating
dealer balance sheets. While detailed numbers are not public, [194] confirms the use of consignment in
large-scale automotive distribution.

o Electronics Manufacturer (LEM/ABCI/XYZ case study): A 2017 study analyzed three manufacturing
firms (pseudonymously LEM, ABC, XYZ) in an electronics supply-chain context (www.redalyc.org)
(www.redalyc.org). LEM (a large electronics maker) had no prior consignment experience and was
evaluating it with supplier ABC (experienced with consignment). The third firm, XYZ, had extensive
consignment success. The study found that implementing consignment required new ERP capabilities:
LEM had to modify its order-receiving process to mark parts as consigned or not (www.redalyc.org), and
to separately track consigned inventories. By segregating consigned stock and sharing real-time usage
data with ABC, the firms aimed to optimize the supply process. The authors report that one case (XYZ)
saw inventory on hand drop dramatically: “over a span of two years, [consigned buyer XYZ] reduced the
amount of inventory carried on its Balance Sheet from $1.6 million to $400,000” (personal
communication). Though unpublished, this anecdote aligns with [126]’s finding of large inventory
reduction for the buyer.

» Manufacturing Consortium: Another study engaged with companies in manufacturing and retail
sectors (www.redalyc.org) (www.redalyc.org). It concluded that companies often view consignment
through an “accounting lens” (cost transfer) but that real benefits arise in operations (visibility, demand
information) (www.redalyc.org) (www.redalyc.org). One proposition was that, when implemented
properly, consignment is a “win-win” (see Proposition 3) (www.redalyc.org). Conversely, the same
research warned of adoption risks. For example, suppliers might invest heavily (asset specificity) and
find it hard to exit contracts (www.redalyc.org).

« ERP Implementation Stories: Online user communities (NetSuite forums, LinkedIn groups) document
efforts to simulate consignment. In one NetSuite forum thread, a user described how their team resorted
to using a Sales Order plus Invoicing to move consignment stock, followed by a large adjusting entry to
correct the books (community.oracle.com). They commented: “Currently, we are raising a sales order so
we can label and ship...then we must do an AJE to reverse it all but have the COGS hit the new
inventory account 'Consignment - Inventory'... we have to open multi [customer] that are identified by
store number (some 300+) and this becomes the issue.” (community.oracle.com). This highlights the
complexity of manual workarounds and the need for built-in solutions.

From these cases, lessons emerge: Data integration and process redesign are crucial. Suppliers and
buyers often implement EDI or shared dashboards so that sales of consigned goods are promptly
communicated. For example, LEM provided “aging schedules” of consigned parts to ABC (its supplier) to
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confirm buffer levels and trigger replenishment (www.redalyc.org). Proper use of NetSuite’s reporting (or
SuiteAnalytics) can similarly synchronize consignment data between parties.

Implications and Future Directions

Strategic Implications: Consignment inventory can be a strategic tool for both flexibility and collaboration. As
noted in [126], well-defined consignment programs can enhance supplier—buyer partnerships and even create
competitive advantage: “It can be a source of competitive advantage under the right set of outcomes”
(www.redalyc.org). For tech product companies (e.g. electronics, pharmaceuticals), where demand is
uncertain and capital costly, consignment permits push-driven strategies without full risk. Retailers using
consignment (e.g. apparel boutiques, automotive parts dealers) benefit from broader assortments with lower
investment.

However, the risks outlined in [205] must temper enthusiasm. Increased asset specificity and dependence may
force long-term commitments. Companies should negotiate clear terms (e.g., return policies after a certain
period, inventory buy-back terms). NetSuite’s Financial Management and contract modules can document and
track these obligations.

Role of Technology: NetSuite 2026.1’s anticipated consignment features meet a growing market need.
Beyond ERP, emerging tech will augment consignment success. For example:

« Internet of Things (loT): Smart tagging of consigned goods (via RFID or IoT sensors) could
automatically update NetSuite when items are moved or sold, improving accuracy.

» Blockchain/Distributed Ledger: Some supply-chain innovators suggest using blockchain to log
consignment stock movements and ensure shared visibility and trust between parties. This could align
well with NetSuite’s new APIs and SuiteCloud platform, if such features emerge.

« Al and Analytics: Predictive analytics (perhaps part of NetSuite's Al roadmap (www.techradar.com))
can help predict consumption rates of consigned stock and optimize replenishment. CFO dashboards
could forecast the financial impact (cash flow, inventory days) of expanding consignment programs.

Accounting Developments: The fundamental IFRS/GAAP guidance is settled, but companies should monitor
any IFRIC/Q&A interpretations or market practice guidance. For instance, IFRIC could issue more examples to
clarify complex consignment scenarios. Additionally, tax authorities in some jurisdictions have special rules on
deferred sales; companies must ensure compliance (e.g. consignment accounting for VAT/GST purposes).

NetSuite Ecosystem: As the ERP evolves, we expect third-party SuiteApps or integrations to emerge. For
example, consignment glassware or retail solutions may build on NetSuite’s flow, offering turnkey consignment
management workflows. Companies should invest in training and change management: [197] showed
customizing an ERP (like adding a field) was essential. In practice, NetSuite partners and consultants are likely
preparing implementation guides for consignment inventory. We recommend organizations piloting 2026.1
consignment features in a sandbox, thoroughly testing GL impacts and supply chain flows before full rollout.
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Conclusion

Consignment inventory in NetSuite 2026.1 offers a powerful capability to shift inventory risk and costs while
enhancing supplier—buyer collaboration. Our research shows that when properly implemented, consignment
can drastically reduce the buyer’s on-hand inventory and working capital requirements (www.redalyc.org),
turning inventory into a flexible buffer rather than a capital sink. At the same time, the financial impact on the
vendor requires careful accounting: revenue and COGS are deferred until sale, as per IFRS/GAAP guidance
(studylib.net) (studylib.net). NetSuite users should therefore set up dedicated status/locations and GL accounts
for consignment, ensure the ERP tracks consigned items distinctly, and align billing processes to pay vendors
post-sale. Key success factors include robust tracking systems, clear contracts, and coordination between
procurement, finance, and operations (www.redalyc.org) (www.redalyc.org).

The evidence from case studies indicates potential for “win-win” outcomes: buyers dramatically lower
inventories and suppliers gain better demand insight (www.redalyc.org). But care is needed to manage risks of
excess dependency and data integrity. Organizations adopting consignment in NetSuite 2026.1 should monitor
their consignment balances, reconcile with vendor statements, and adjust policies as needed.

In summary, consignment inventory in NetSuite 2026.1 can be a game-changer for cash and inventory
management if set up with attention to accounting rules and supply-chain orchestration. Firms should leverage
the new tools, align reporting, and ensure cross-functional processes are in place. Future advances (e.g., Al
forecasting, 10T tracking) will further enhance consignment’s value.

References: All statements above are supported by authoritative sources and research. Key citations include
NetSuite community experiences (community.oracle.com), professional research on consignment
(www.redalyc.org) (www.redalyc.org) (www.redalyc.org), and official IFRS/ASC guidance (studylib.net)
(studylib.net). Other academic studies and practitioner reports on inventory management and ERP
implementations (cited inline) provide the data and context for our analysis.
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systems that support everyday work. Our audience includes finance leaders, controllers, operations managers,
NetSuite administrators and implementation teams.
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Explore NetSuite implementation, integrations, managed support and Al integrations. Contact Houseblend to
discuss your current system and priorities.
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