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ABSTRACT
This paper investigates the economic benefits of differentiating gift-giving strategy adopted by
firms that provide a whale-watching ecotourism activity in the marine tourism industry. Under
assumed that tourists may not encounter the whales in the whale- watching activity that results in

imposing psychological disappoint upon them, what gift-giving strategies do firms adopt to
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compensate tourists for their disappointment. Our results show that firms using differentiated
gift-giving strategies can mitigate price competition and increase profits. With a sufficiently diverse
disappointment cost in tourists, the differentiated gift-giving strategies increase social welfare.

Therefore, the differentiated equilibrium is efficient.
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