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		Abstract

		Influencer marketing, which involves a collaboration between firms and influencers, has shown to outperform other marketing strategies by earning consumers’ trust and bringing higher conversion to firms. When cooperating with influencers, firms can leverage their established authority in a specific area to access a huge audience and affect its consideration and purchase decisions. However, influencers value their authenticity which they do not want to lose by writing inflated reviews for firms. In this paper, I try to reconcile the above tension by exploring 1) when a firm could benefit from cooperating with an honest influencer, 2) how the firm could design the informativeness of the influencer’s message to maximize profit from the cooperation, and 3) how the optimal cooperating and information revelation decisions change by the firm type (established vs. new). We find that the firm can achieve positive profit from cooperating with the honest influencer even when its product is of fairly lower-than-expected quality since it can asymmetrically gain from the uncertainties introduced through the influencer’s review. The firm should further leverage those uncertainties by decreasing the informativeness of the influencer’s review when its product is of mediocre quality. Finally, the new firm benefits more from the less informative review and can generally achieve higher profit from the cooperation. Our results have managerial implications on when firms should strategically adopt influencer marketing and how they could design the information asymmetries and manipulate their product selection to maximize profits from influencer sponsorships. 
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