Running head: THE EFFECT OF THE SARBANES-OXLEY ACT                                            1

THE EFFECT OF THE SARBANES-OXLEY ACT                                                                 4





[bookmark: _GoBack]The Effect of the Sarbanes-Oxley Act
Student’s Name
Institutional Affiliation













According to Chen (2014), the role of the Securities and Exchange Commission that was formed in 1934 was to police the financial markets in the United States. The Commission to this present age keeps creating legislation that is aimed at providing more transparency and tightening the reporting standards in the financial market. The Sarbanes Act of 2002 is one of the bills that were formulated to address the failure in the financial market (Chen, 2014; Anand, 2013). The similarities of the views of the management and accountants regarding the changes of the act on internal control and how it has affected businesses include boosting the investor confidence and changed the corporate behavior while the difference comprises the high costs of internal control and the low number of IPOs. 
Both the management and accountants are in agreement that the Sarbanes-Oxley Act of 2002 has boosted the confidence of the investors. The act requires the public companies to carry out the extensive control tests internally and to disclose any information that they find to be off-balance (Anand, 2013). The top management of the companies and the accountants need to ascertain the accuracy of the financial records. The board of management needs to be financially competent and literate since this is critical in attracting investors. 
The SOX has streamlined the financial market in the United States that has made companies more disciplined. This has helped the organizations in avoiding the standard errors that they would otherwise make. The streamlining of the financial markets has been welcomed by the management and accountants; since it makes their job easier. The responsibilities and roles of the auditors and accountants have been enhanced by this act to facilitate financial reporting. It protects the whistleblowers from the witch-hunting and the expensive government fines and lawsuits. This has helped in creating stronger companies and financial reporting. 
The management and accountants hold different opinions on the high cost of the internal controls that are associated with this act, especially for small businesses. The prices that are associated with the internal controls like auditing and reporting entail expenses and compliance have gone up since the implementation of the act in 2002. It has strict regulations that businesses have to comply with, but no system is in place to help the companies abide by the rules (Anand, 2013). This works well with accountants, but the management needs to invest money in finding a system that works best for them.  
The low number of IPOs since the enactment of the Sarbanes-Oxley Act in 2002 is another area where the management and the accountants hold different opinions. The number of the Initial Public Offerings on the American Stock Exchange market has dramatically reduced after the enactment of the act (Chen, 2014). This is excellent news to some managers because of the incentives that are provided by the statute.  However, it is not good news to the accountants because the fewer IPOs have translated to fewer employment opportunities. 
In conclusion, the Sarbanes-Oxley Act of 2002 has helped in streamlining the financial market in the United States. It has influenced the internal controls of various corporations and accounting firms which have led to similarities and difference in opinion between the management and accountants. Changing the corporate behavior and boosting the investor confidence are some of the similarities while the low number of IPOs and high costs of internal control are some of the differences between the management and accountants as discussed in the paper.
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