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Summary

We examine the effect of corporate financial disclosure, its influence on stakeholder's behavior, and, subsequently, on the
success or failure of a risky project in a version of a coordination game with a manager and stakeholders. Anctil et al.
(2004) and Anctil et al. (2010) developed a loan foreclosure game with finite signals, in which creditors do not cause the
project to succeed or fail in the "solvent” and “bankrupt” states, but in the interim “uncertain” state, the outcome of the
project is dependent on creditors' action. Coordination problems with the strategic complementary and self-fulfilling beliefs
of players are ubiquitous in social and economic life. Furthermore, the information environment plays a crucial role in relation
to the equilibria of these games. Therefore, we add to prior studies by endogenizing the manager’s incentive to disclose.

Contrary to our intuitive prediction, it is proved that the manager of a “bankrupt” position does not necessarily distort the
disclosure to the maximum. The reasoning behind this is that distorting the transparency of information above a certain
threshold causes creditors to foreclose in the “uncertain” state, resulting in an unfavorable outcome for the manager. We
also provide some results of a comparative statics analysis.
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