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Abstract

Information disclosure is vital to efficient transactions in market, yet there are many
fraudulent behaviors, like accounting scandals. Those fraudulent behaviors cause damage
to the normal market orders and inefficiency, misallocation of resources. Government reg-
ulation on information disclosure is a regular mechanism to protect investors’ interest by
increasing the amount of information in the market. One common regulation is mandatory
information disclosure. However, even if there are strict regulations, fraudulent behaviors
still happen all the time. Many researches cast doubt on the necessity and efficiency of
government regulations. Using a Signal model, this article try to describe the relation be-
tween regulation and fraudulent behaviors. We find that regulation is not helpful to reduce

fraudulent behaviors. On the contrary, they just make things worse.
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