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Abstract

Objective: The value of the company is the result of various management actions
and decisions. At the same time, it is an indicator of how the market perceives the
company that is derived from the extent and manner of disclosing information.
This study seeks to provide a non-linear model of the relationship between
voluntary disclosure and firm value in the presence of factors that are expected to
have a similar capability to reduce information asymmetry or to influence the
value relevance of voluntary disclosure.

Methods: Accounting conservatism, product market competition, cash holding
levels, corporate governance and macroeconomic instability were considered
according to the theoretical and empirical literature and using the panel smooth
transition regression model (PSTR), the existence of a nonlinear relationship in
the presence of each of these variables was investigated.

Results: The results of analysis of 124 companies listed in the Tehran Stock
Exchange during 2013 to 2016 showed that accounting conservatism, cash
holding level and macroeconomic instability variables are able to establish a
nonlinear relationship between voluntary disclosure and firm value but the
presence of cash holding level variable has more power in explaining the optimal



relationship. Also, the effect of voluntary disclosure of information at low cash
levels is negative, but for values greater than 0.152, this effect is reversed and has
a positive effect on firm value.

Conclusion: According to the theory of free cash flow and the agency theory, it is
argued that the goal of the manager is not to increase the wealth of shareholders,
and by holding free cash, he may take steps for personal gain. Hence, high
liquidity is associated with high agency costs. But when the quality of disclosure
is high, free cash flows have a stronger impact on firm value. In other words,
improving the quality of disclosure improves the use of cash and investment in
projects with a positive net present value, reduces the misuse of cash, and
increases the firm value. Also, one of the ways to increase the firm value by
voluntary disclosure is to reduce the cost of transactions by reducing the cost of
financing. Given that most sample companies were in the second regime, the
importance of voluntary disclosure in promoting the value of the company would
be more important.
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