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In this paper, we investigate the change in managerial discretion over financial reporting
following the Sarbanes-Oxley Act (hereafter SOX). We document an increase in conservatism in
financial reporting following SOX and the resulting requirement by the SEC that financial
statements be certified by firms' CEOs and CFOs. First, we find that firms report lower
discretionary accruals after SOX than in the period preceding SOX. Second, based on the Basu
(1997) measure of conservatism, we find that firms incorporate losses more quickly than gains
when they report income in the post-SOX period. These results are obtained with alternative
estimation and measurement approaches and after controlling for potentially confounding
variables. This empirical evidence suggests that SOX and the resultant SEC certification
requirement may have altered management'’s discretionary reporting behavior to make it more
conservative.

This content is only available via PDF.

American Accounting Association
You do not currently have access to this content.

Sign in

Don't already have an account? Register

Member Login

Skip to Main Content

Pay-Per-View Access


javascript:;
https://doi.org/10.2308/acch.2006.20.1.57
https://my.aaahq.org/Security/Sign-In?returnurl=https%3A%2F%2Fpublications.aaahq.org%2FExternalLoginResponse.ashx%3FelpId%3D3&RelayState=https%3a%2f%2fpublications.aaahq.org%2f
https://publications.aaahq.org/ExternalLoginProvider/ExternalLoginRequest?elpId=3
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;

$25.00
AAA Members: Please log in for free access to content. Note, Teaching Notes are a full
member benefit and are not available to student members.

= Buy This Article

View Metrics

Citing Articles Via

Google Scholar

CrossRef (343)

g Email Alerts

Article Activity Alert
Publish Ahead of Print Alert

New Issue Alert

American
Accounting
Association

Thou ght Leaders in
Accounting

Print ISSN: 0888-7993 Online ISSN: 1558-7975

Skip to Main Content

Information for Authors

Authorship Policy


https://aaahq.org/Research/Information-For-Scholars
https://publications.aaahq.org/DocumentLibrary/AAA/Authorship.pdf
https://www.altmetric.com/details.php?domain=publications.aaahq.org&doi=10.2308%2Facch.2006.20.1.57
javascript:;
http://scholar.google.com/scholar?q=link:https%3A%2F%2Fpublications.aaahq.org%2Faccounting-horizons%2Farticle%2F20%2F1%2F57%2F1800
https://publications.aaahq.org/accounting-horizons/crossref-citedby/1800
javascript:;
javascript:;
javascript:;
https://publications.aaahq.org/store/add/1800/3

Plagiarism Policy

Data Integrity Policy

Citing Corrected Articles Policy
Minimizing Overlapping Decision Rights Policy

Prior Publication Policy

? American
Accounting
Association

%) (i) (8

Cookie Policy Accessibility Terms & Conditions Get Adobe Acrobat Reader
© Copyright 1998 - 2025 American Accounting Association. All rights reserved.


https://publications.aaahq.org/DocumentLibrary/AAA/Citing.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Data-Integrity.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Decision-Rights.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Plagiarism-Policy.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Prior-Publication.pdf
https://twitter.com/aaahq?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
https://www.linkedin.com/company/american-accounting-association
https://www.facebook.com/aaahq.org/

