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ABSTRACT

This paper investigates how a firm decides its recreational service prices
to achieve the profit maximization under taking account of the tourist's
recreational consumption styles, network effect, and displeasing cost. C
considering network effect and displeasing cost, we demonstrate the tourist’'s
displeasing cost resulted from dissatisfied recreational service has different
impacts upon the firm's pricing decisions according to different network effects.
Therefore, if the firm knows the attributes of the tourist’s consumption styles and
exploits the attributes to determine the recreational service prices, then it can
obtain higher profits by discriminating the prices. Our result shows that the free
recreational service provided by the firmin fact is a demarketing strategy. This
strategy allows the firm to deter the demand quantity of the specific tourist style
and to increase the demnd of another tourist style, by doing so ,it can segment
the tourist’s styles to obtain higher profits. Moreover, using the different market
equilibria obtained in the paper, we also exercise comparative statics analysis
and discuss the relevant business implications.

Keywords: Recreational Consumption Styles, Network Effect, Displeasing
Cost, Recreational Service Prices, Demarketing Strategy
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