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5. Conclusion

SC coordination could be achieved with several mechanisms. One of the most well-known
mechanisms is a coordination contract. Previous studies used revenue-sharing, quantity flexibility,
buyback, and the option contract to coordinate SCs. All of them have several advantages and
disadvantages. A mixed contract compensates drawbacks of the mentioned pure contracts. An
option contract can coordinate the SC while it cannot mitigate the double marginalization effect.
Therefore, in this paper, a mixed revenue-sharing option contract was introduced to reduce the
double marginalization effects, which is created by the option mechanism, through the revenue-
sharing mechanism in a retailer-manufacturer SC. In other words, the manufacturer sold products
to the retailer at a lower exercise price and instead got a share of the revenue of the retailer.
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