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Abstract

Under word-of-mouth driven consumer behavior, firms invest a sum of money in operations to
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manage consumer-generated content (UGC) interventions to stimulate more consumers to pur-
chase products in order to leverage consumer recommendations. In this context, this paper con-
structs a two-stage strategic competition game model between firms and consumers under the
asymmetry of firm quality information to investigate whether new consumer brand firms should
pay information rent to achieve signaling through UGC operational input decisions so as to dis-
close their true type to consumers, and this paper also investigates the impact of consumers’ sen-
sitivity to user-generated content (UGC) on firms’ decisions. It is found that: under complete in-
formation, enterprises with high quality types are more willing to invest high cost in UGC opera-
tion; under incomplete information, the signaling game between enterprises and consumers can
get both separated equilibrium solution and mixed equilibrium solution, and the enterprises’ choice
of separated equilibrium or mixed equilibrium is related to the initial probability of enterprises
with high types and the quality difference between enterprises with high and low types; mean-
while, this paper beaches for a long time how consumers’ sensitivity to UGC content affects enter-
prises’ decision. At the same time, this paper studies how consumers’ sensitivity to UGC content
affects enterprises’ UGC operation input decisions.
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Figure 1. Event sequence
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Figure 2. Potential corporate revenue
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Figure 3. Belief structure of consumers in the separation equilibrium
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Figure 4. Belief structure of consumers in pooling equilibrium
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Figure 5. Belief structure of consumers in pooling equilibrium
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