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Abstract

Purpose - The purpose of this study was to compare and
contrast the applicability and effectiveness of both teukyakmeip
contracts of Korea and consignment contracts of the United
State to demonstrate the effectiveness and practicability of teu-
kyakmeip in Korea. These are popular contract agreements be-
tween large retailers and their suppliers and vendors. In recent
years, teukyakmeip was critically examined and scrutinized by
the politicians, the media, and the public of Korea.
Consequently, this paper focusesheavily on identifying and ana-
lyzing different types of contract agreements between large re-
tailers and their suppliers that currently exist in Korea and com-
pares and contrasts those analyzed contract agreements with
teukyakmeip. The article also comparesand contrasts teu-
kyakmeip with the consignment agreements of the United States
to identify similarities and differences.

Research design, data, and methodology — This study is a
descriptive study and has used personal interviews to collect
and analyze the data. This study also fits the definition of the
case study wherein it is entirely focused on investigating a re-
al-life event: analyzing and examining contract agreements in
the distribution industry. Both randomly selected management
and vendor representatives from the three major department
stores, Lotte, Hyundai, and Shinsegae, in Korea were inter-
viewed between July and September 2013. The analysis of the
consignment agreement was conducted based on existing sec-
ondary data.

Results — Although the evidence of the abuse of teukyakmeip
and consignment by large retailers from both countries clearly
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exists, the findings suggestthat both contract agreements would
remain as the most relevant and effective legal contracts be-
tween large retailers and their suppliers. Based on the compar-
isonanalysis of teukyakmeip and consignment, both contracts in-
dicated that suppliers are fully responsible for inventory and in-
ventory management.  If sales person is necessary for promot-
ing special product, then suppliers are responsible for providing
a sales person and their wages under both contracts. However,
American department stores, those located outside urban area,
tend to use their own employees to perform special product and
sales promotion. The retailersare fully responsible for any in-
terior or floor design or redesign of the retail store to accom-
modate the products from vendors under consignment; however,
both suppliers and retailers share the cost of designing and re-
designing the interior to accommodate vendors’products under
teukyakmeip. Suppliers are responsible for pricing and supply-
ing the quantity of the products under both agreements. Both
contracts allow special sales commission as long as vendors
agreed. Vendors use this special commissionto introduce their
new products or apply market penetration strategy.

Conclusions —The findings of this study showed the changing
pattern of contract agreements between large retailers and their
suppliers from both countries. Furthermore, this study evidently
generated policy implications of teukyakmeip which recently be-
came the major social issue in Korea and attracted many poli-
cymakers to gain political points by criticizing the teukyakmeip
system and the large retailers. The findings of the study would
be valuable to policy makers in making appropriate decisions
and to large retailers and vendors in making beneficial
agreements. The major implication of this study is that teu-
kyakmeip and consignment agreements include very similar or
almost identical characteristics, and they are popular among de-
partment stores and suppliers. The issue of abolishing teu-
kyakmeip in Korea needs to be examined cautiously because
teukyakmeip is the best one available at the moment, and the
study suggests that no one benefits from abolishing this system.
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<Table 1> Korean Distribution Industry Buying Patterns

Major Patterns Different Types

Ownership Jikmeip, Teukyakmeip, Imdeeul, Imdegap

Authority Level | Corporate, Store, Corporate and Store

Source Internal, Collaborative, Third Party, Franchise
Volume (Qty) | Large, Medium, Small
Time Immediate, Planned, Specific
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<Table 2> Distribution of Three Types of Contract Agreements of
Korean Department Stores in 2012

Department Contract Types Number Percentage
Jikmeip 18 13
( A"gttfre) Teukyakmeip 988 68.1
Imde 443 30.6
. Jikmeip 150 10
S(;'”;';?Z)e Teukyakmeip 1, 099 71
Imde 298 19
. Jikmeip 51 2.7
((H:ygt‘gf;) Teukyakmeip 1, 424 753
Imde 416 22.0
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<Table 3> Characteristics of Teukyakmeip and Consignment

Types of

Responsibility Teukyakmeip (Korea)

Consignment (U.S.)

Inventory Suppliers Suppliers

Suppliers (wages,
management, activities,
etc)

Suppliers (special

Sales Person products only)

Interior/Floor
Design
(redesign)

Both Suppliers/Retailers Retailers

Pricing/Quantity

Supplied Suppliers

Suppliers

Sales
Commission(for
sales
promotion)

Suppliers Suppliers
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