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Voluntary disclosure and cost of capital: The adjusting effect of the of internal
control quality

Abstract

According to disclosure theory, disclosing more information reduces information
asymmetry and incorrect investment decisions by investors and can reduce the cost
of capital. Increasing the quality of internal control also increases the level of
disclosure and limits the manager's opportunistic actions and reduces information
asymmetry and capital costs. Accordingly, the purpose of this study is to investigate
the effect of the level of voluntary disclosure on the cost of capital and also the
moderating role of the quality of internal control quality on the relationship between
the level of voluntary disclosure and the cost of capital. In order to achieve the
purpose of the present study, data related to 47 companies in different industries of
Tehran Stock Exchange during the period between YY¥4Y-VY4Y have been studied
and analyzed using Eviews econometric software. Also, Poor Heydari and
Hosseinpour (Y+)Y) checklists were used to measure voluntary disclosure. The
results of testing the first hypothesis show that voluntary disclosure has a negative
and significant relationship with the cost of capital, in other words, with increasing
the level of company disclosure, the cost of capital decreases. The results of testing
the second hypothesis also indicate that the moderating role of internal control
quality intensifies the relationship between the quality of voluntary disclosure and
the cost of capital, in other words, increasing the quality of internal control increases
voluntary disclosure and reduces the cost of capital.

Keywords: quality of internal control, voluntary disclosure, cost of capital.



