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Discretionary Disclosure When Disclosure Cost Increases
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Abstract: The paper sets up a discretionary disclosure model by proposing quadratic cost function of information disclosure. There
is equilibrium of disclosure such that traders’ conjecture about the content of withheld information is fulfilled by a manager’ s moti—
vation to withhold the information. When the quality of the information received is above the threshold level disclosure benefits are
more than the costs of disclosure which lead the corporate discloses all information otherwise information would be withhold. The
paper expands the study about the corporate discretionary disclosure. The model is more flexible and closer to reality.
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