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Abstract: In this paper, a decision analysis method based on the optimization model is proposed to solve
the joint ordering and advertising decision problem considering disappointment aversion and elation seeking
of retailers. A linear disappointment-elation utility function is used to capture disappointment aversion and
elation seeking of retailers. According to the disappointment theory, a joint ordering and advertising decision
model considering disappointment aversion and elation seeking is constructed, and the optimal order quantity
and advertising effort of retailers are obtained by solving the model. The effects of expected profit parameter,
disappointment aversion parameter and elation seeking parameter on the optimal decision result are analyzed.
The results show that expected profit, disappointment aversion degree and elation seeking degree of retailers
will affect the optimal order quantity and advertising effort to different degrees, and that for retailers with
different expected profits, the impacts of the disappointment aversion and elation seeking on the optimal order
quantity and advertising effort are different. Hence, if retailers exhibit disappointment aversion and elation
seeking, they need to consider the impacts of expected profit, disappointment aversion and elation seeking

simultaneously on their optimal policy.
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Fig. 1 The impacts of the disappointment aversion parameter d on the optimal order quantity Q*
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Fig. 2 The impacts of the disappointment aversion parameter d on the optimal advertising effort level A*
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Fig.3 The impacts of the disappointment aversion parameter d on the profit
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Fig.4 The impacts of the elation seeking parameter e on the optimal order quantity Q*

1.6

1.2¢ DFO.I/

A" 10
(o]
o0
g
fo)
N

N

B 5 MREIFKEHSIRMITEEIKFEA BISZM0

Fig. 5 The impacts of the elation seeking parameter e on the optimal advertising effort level A*
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