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Abstract: The Stackelberg game model was used to study the strategy of retailer and supplier under the price flexible contract.
Due to the fluctuation of the product’s market prices, price flexible contract was signed by the retailer and supplier to deal with the
profit risk. The market demand faced by the retailer depended on his/her retail price, and the contract parameter was decided by the
supplier. Firstly, the retailer determined the retail price according to the price dependent demand and the parameters of the price
flexible contract. Then the supplier determined the price risk sharing coefficient of the price flexible contract according to the
retailer's retail price. The additive and multiplicative type of price dependent demand was considered, the retailer's optimal pricing
and the supplier's optimal price risk sharing coefficient under the price flexible contract was calculated. The results can provide
theoretical and methodological guidance for supply chain members’ decisions with price dependent demand and price flexible
contract.
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