

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
				
				

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Product Market Competition and Internal Governance: Evidence from the Sarbanes Oxley Act

	
    
        
            
            







    
    










    
    
    
    











			
                    AFA 2013 San Diego Meetings Paper
 
                    Forthcoming, Management Science
 
                    Johnson School Research Paper Series No. 18-2012
 
        

    
	

	
	
		
		
			45 Pages
		
		

		Posted: 20 Mar 2012
		
			Last revised: 24 Nov 2015
		
		
	

	
		
			
			




	See all articles by Vidhi ChhaochhariaVidhi Chhaochharia
University of Miami - Department of Finance
Yaniv Grinstein
Cornell University - Samuel Curtis Johnson Graduate School of Management; Reichman University - Interdisciplinary Center (IDC) Herzliyah; European Corporate Governance Institute (ECGI)
Gustavo Grullon
Rice University - Jesse H. Jones Graduate School of Business
Roni Michaely
The University of Hong Kong; ECGI


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: November 23, 2015

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We use the Sarbanes Oxley Act (SOX) as a quasi-natural experiment to examine the link between product market competition and internal governance mechanisms. Consistent with notion that competition plays an important role in aligning incentives within the firm, SOX led to a larger improvement in the operation of firms in concentrated industries than in non-concentrated industries.  Further, within concentrated industries, the effect is especially pronounced among firms with weaker governance mechanisms prior to SOX.  We corroborate these findings using two additional regulatory changes in the U.S. and abroad. Overall, our results indicate that corporate governance is more important when firms face less product market competition. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Corporate Governance, Product Market Competition, Sarbanes Oxley

	
	

	
    

    
	

	
	
		JEL Classification: G34, G38

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Chhaochharia,  Vidhi and Grinstein,  Yaniv and Grinstein,  Yaniv and Grullon,  Gustavo and Michaely,  Roni, Product Market Competition and Internal Governance: Evidence from the Sarbanes Oxley Act (November 23, 2015). AFA 2013 San Diego Meetings Paper, Forthcoming, Management Science, Johnson School Research Paper Series No. 18-2012,  Available at SSRN: https://ssrn.com/abstract=2024733 or http://dx.doi.org/10.2139/ssrn.2024733 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Vidhi Chhaochharia

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Miami - Department of Finance  ( email )

			

			
			
				
				
				
					P.O. Box 248094
Coral Gables, FL  33124-6552
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Yaniv Grinstein (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Cornell University - Samuel Curtis Johnson Graduate School of Management  ( email )

			

			
			
				
				
				
					Sage Hall
Ithaca, NY  14853
United States
607-255-8686 (Phone)
607-254-4590 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Reichman University - Interdisciplinary Center (IDC) Herzliyah  ( email )

			

			
			
				
				
				
					P.O. Box 167
Herzliya, 4610101
Israel

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				European Corporate Governance Institute (ECGI) 

			

			
			
				
				
				
					c/o ECARES ULB CP 114
B-1050 Brussels
Belgium

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Gustavo Grullon

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Rice University - Jesse H. Jones Graduate School of Business  ( email )

			

			
			
				
				
				
					P.O. Box 2932
Houston, TX  77252-2932
United States
(713) 348-6138 (Phone)
(713) 348-6331 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.ruf.rice.edu/~grullon/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Roni Michaely

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				The University of Hong Kong  ( email )

			

			
			
				
				
				
					Pokfulam Road
Hong Kong, Pokfulam HK
China

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				ECGI  ( email )

			

			
			
				
				
				
					c/o the Royal Academies of Belgium
Rue Ducale 1 Hertogsstraat
1000 Brussels
Belgium

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      696

			

		
		
		
			Abstract Views

			   14,090

		

		
		 
		
			Rank

			   68,357

		

		
	


	
		
            
            	       43 Citations
		

	

	
		
			
				       37 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    American Finance Association Meetings (AFA)

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                American Finance Association Meetings (AFA)

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           10,239

                                    

                                    
                                        PAPERS

                                            1,056

                                    

                                

                                
                            

                        

                    

                
	
                    University of Miami Herbert Business School Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                University of Miami Herbert Business School Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            5,628

                                    

                                    
                                        PAPERS

                                              526

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Daniele Macciocchi at University of Miami Herbert Business School

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Corporate Finance: Governance, Corporate Control & Organization eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Governance, Corporate Control & Organization eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,252

                                    

                                    
                                        PAPERS

                                           33,929

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,566

                                    

                                    
                                        PAPERS

                                           40,671

                                    

                                

                                
                            

                        

                    

                
	
                    Accounting, Corporate Governance, Law & Institutions eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Accounting, Corporate Governance, Law & Institutions eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,776

                                    

                                    
                                        PAPERS

                                           11,706

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Vernon J. Richardson at University of Arkansas at Fayetteville

                                    

                                
                            

                        

                    

                
	
                    Corporate Governance & Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance & Accounting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,608

                                    

                                    
                                        PAPERS

                                            6,588

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                
	
                    Corporate Governance: Arrangements & Laws eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance: Arrangements & Laws eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              700

                                    

                                    
                                        PAPERS

                                            5,645

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Does Corporate Governance Matter in Competitive Industries?

                        
                            By
                                
                                
                                    
                                    Xavier Giroud
                                     and 
                                
                                    
                                    Holger M. Mueller
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Does Corporate Governance Matter in Competitive Industries?

                        
                            By
                                
                                
                                    
                                    Xavier Giroud
                                     and 
                                
                                    
                                    Holger M. Mueller
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Does Corporate Governance Matter in Competitive Industries?

                        
                            By
                                
                                
                                    
                                    Xavier Giroud
                                     and 
                                
                                    
                                    Holger M. Mueller
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Does Corporate Governance Matter in Competitive Industries?

                            
                                By
                                    
                                    
                                        
                                        Xavier Giroud
                                         and 
                                    
                                        
                                        Holger M. Mueller
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Corporate Governance Matter in Competitive Industries?

                            
                                By
                                    
                                    
                                        
                                        Xavier Giroud
                                         and 
                                    
                                        
                                        Holger M. Mueller
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Corporate Governance, Product Market Competition, and Equity Prices

                            
                                By
                                    
                                    
                                        
                                        Xavier Giroud
                                         and 
                                    
                                        
                                        Holger M. Mueller
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Corporate Governance, Product Market Competition, and Equity Prices

                            
                                By
                                    
                                    
                                        
                                        Xavier Giroud
                                         and 
                                    
                                        
                                        Holger M. Mueller
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Corporate Governance, Product Market Competition, and Equity Prices

                            
                                By
                                    
                                    
                                        
                                        Xavier Giroud
                                         and 
                                    
                                        
                                        Holger M. Mueller
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Business Combination Antitakeover Statutes, the Unintended Repudiation of the Internal Affairs Doctrine, and Constitutional Constraints on Choice of Law

                            
                                By
                                    
                                    
                                        
                                        Robert E. Suggs
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Concentrating on Governance

                            
                                By
                                    
                                    
                                        
                                        Dalida Kadyrzhanova
                                         and 
                                    
                                        
                                        Matthew Rhodes-kropf
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.141 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	
