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Audit committee structure and earnings management in
Asia Pacific’

Qaiser Rafique Yasser,> Abdullah Al Mamun®

Abstract: The relationships between the audit committee structure and earnings
management is quite complicated. They are not simply bivariate correlations. Rather,
there may be mediating effects or moderating influences on these casual associations.
Nonetheless, previous research has not investigated these complicated relationships
in emerging markets with an advanced economy. This paper aims to examine the me-
diating impact of audit committee structure and earnings management in Australia,
Malaysia, and Pakistan. The results suggest that audit committee size is positively as-
sociated with financial reporting quality. We also noted that, instead of adding value,
audit committee independence is negatively associated with reporting quality. The
results indicate that the audit committee is a less significant factor in corporate gov-
ernance than suggested by many previous researchers and policy makers. This paper
contributes to the literature on corporate governance and earnings management by
introducing a framework for identifying and analyzing moderating variables that af-
fect the relationship between the audit committee structure and earnings management.

Keywords: audit committee, earning management.

JEL codes: G34, M41.

Introduction

The audit committee is one of key governance devices to monitor management
on behalf of shareholders and ensures a fair presentation of financial statements.
A strong audit committee is expected to remedy weak governance systems that
seem to prevail in emerging markets. The relationship between corporate gov-
ernance, audit committee, shareholders and board of managers is important in
formulating efficient financial and operating management practice. According
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to researchers [Bédard and Gendron 2010; Aldamen et al. 2012; Liao and Tsu
2013; Leong et al. 2015] corporate governance and audit committees play an
important role mainly in improving the value of the companies and efficiency
of their marketing activity.

Financial reporting is a very fundamental corporate responsibility and a core
element of the communal system. This is because financial reporting serves as
the major medium of communication between companies and stakeholders by
reducing the level of information asymmetry between the directors, who have
access to management information and other interested parties who are exter-
nal to the company. Duchin, Matsusaka, and Ozbas [2010] have argued that the
credibility and transparency of financial statements of a company depend on
the effectiveness of the monitoring mechanism of the company and this has led
researchers to examine corporate governance issues. Given these developments,
several empirical researches [Chan and Li 2008; Bédard and Gendron 2010;
Yasser, Entebang, and Mansor 2011; Erkens and Bonner 2013] have identified
the role of the audit committee as being critical in ensuring the credibility of the
financial statement [Abbott, Park, and Parker 2000]. Meanwhile, Bergstresser
and Philippon [2006] stated that earnings management is a management ac-
tion taken for profit making and this tends to reflect the interests of manage-
ment rather than an actual picture of company performance.

Countries around the world are characterized by alternative corporate gov-
ernance systems [Vera-Muifioz 2005], and there is considerable debate relating
to how good, superior or effective these systems are. Lin, Li, and Yang [2006]
suggest that such judgments are inherently subjective because of the sparse evi-
dence on the relative performance of different corporate governance systems.
A question of key interest is therefore: do differences in these systems lead to
differences in earnings’ management? Whilst existing studies have usually ex-
amined the audit committee characteristics of firms in one country or region,
there is, to our knowledge, no study yet that has thoroughly analyzed the influ-
ence of cross-country audit committee characteristics on earnings management.
In this study, we take a step towards filling this gap. We empirically analyzed
the effect of audit committee structure on earnings management by examin-
ing a sample of matched industrial companies listed on the stock exchanges of
three countries, namely Australia, Malaysia and Pakistan.

This paper makes several contributions to existing literature. First, the
literature lacks comprehensible evidence on the impact of audit committee
structure on financial reporting quality and a firm’s performance due to the
endogenous and heterogeneity issues [Adams, Hermalin, and Weisbach 2010;
Liao and Tsu 2013]. Most of the studies on audit committees and financial re-
porting quality are from developed and European economies. However, this
study compares the results of the audit committee structure on the financial
performance and reporting quality from developed and developing countries.
Secondly, our study falls under the literature that examines the consequences
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of the regulatory changes introduced around the world to strengthen corpo-
rate governance and corporate transparency by using the sample of develop-
ing and developed countries.

The paper is divided into 4 sections. The first section is devoted to literature
review. The second outlines the theoretical framework and hypotheses. Section
three deals with the methodology used. The fourth section presents and dis-
cusses the results. The paper is closed with conclusions.

1. Literature review

Literature on audit committees suggests that the roles of regulatory and con-
trolling authorities are mainly important in improving the firm’s value. The
good audit committee is focused on the protection of the rights of sharehold-
ers and plays an important role in the development of capital markets by
protecting investor interests [Abdurrouf, Siddique, and Rahaman 2010]. The
role of an audit committee is significant in implementing corporate govern-
ance principles.

Studies indicate that inclusion of independent or outside directors on the
board improves disclosure quality [DeFond, Raghunandan, and Subramanyam
2002; Ajinkya, Bhojraj, and Sengupta 2005; Bergstresser and Philippon 2006;
Duchin, Matsusaka, and Ozbas 2010; Liao and Tsu 2013], decreases the like-
lihood of financial statement fraud [Yang and Krishnan 2005; Abdullah,
Mohamad-Yusof, and Mohamad-Nor 2010], curtails the magnitude of earn-
ings’ management [Klein 2002; Xie, Davidson, and DaDalt 2003; Peasnell, Pope,
and Young 2005; Jaggi, Leung, and Gul 2009; Dimitropoulos and Asteriou
2010], lowers the incidence of related party transactions [Dahya, Dimitrov, and
McConnell 2008], and enhances the firm’s performance [Choi, Park, and Yoo
2007]. However, the evidence from Malaysia indicates thatthe independence
of the board does not enhance reporting lucidity [Haniffa and Cooke 2002;
Wan-Hussin 2009] and restrain corporate restatements [Abdullah, Siddique,
and Rahaman 2010], which lends credibility to the view that the presence of
independent non-executive directors are merely a box-ticking exercise, is cer-
emonial and is a form of window dressing.

Sarbanes-Oxley Act of 2002 (SOX) requires firms to have an audit commit-
tees comprised solely of an independent director who is not an affiliate of the
firm and not accepting any compensation from the firm other than the direc-
tor’s fees. Many studies have uncovered empirical regularities that audit com-
mittee independence enhances the quality of financial reporting. In addition,
Abbott, Park, and Parker [2000], Archambeault, DeZoort, and Hermanson
[2008] and Persons [2009] show that audit committee independence reduce
earnings’ management, the likelihood of financial reporting restatement and
financial reporting fraud. Furthermore, the likelihood that companies re-
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ceive a true opinion of their current state is influenced by the number of out-
side directors in the audit committee [Carcello and Neal 2000; Vera-Muifioz
2005].

Krishnan [2005] documents that audit committees with independent di-
rectors are extensively less likely to be associated with the incidence of in-
ternal control problems over financial reporting quality. A study conducted
by Pomeroy and Thornton [2008] opined that the independence of the audit
committee has more impact in enhancing the audit quality through averting
going concern reports and auditor resignations than it is in enhancing ac-
cruals quality and avoiding restatements. The audit committee meeting is the
place for directors to discuss the financial reporting process and it is where
the process of monitoring financial reporting occurs. An independent au-
dit committee is unlikely to be effective unless the committee is also active
[Haniffa and Cooke 2002].

The Blue Ribbon Committee on audit committees advocates that an audit
committee is to meet at least four times per year for reliable reporting. The
regulation on audit committees in Britain prescribes that the number of meet-
ings required in a financial year should be notless than three, in view of the
fact that the requirement for interim financial reporting is semi-annual. The
Bédard and Gendron [2010] analysis shows that most of the studies on audit
committee meeting and financial reporting quality that they reviewed do not
find significant associations.

However, the studies of Xie, Davidson, and DaDalt [2003] and Li, Pike, and
Haniffa [2008] show that audit committee meeting frequency is positively re-
lated tothe level of corporate disclosure. In addition, Abbott, Park, and Parker
[2000], Vafeas [2005] and Persons [2009] document that higher level of audit
committee activity is significantly related to a lower incidence of financial re-
statement, or reporting a small earnings’ increase, or fraudulent financial re-
porting.

Yang and Krishnan [2005] argue that by meeting frequently, the audit com-
mittee will remain informed and knowledgeable about accounting or auditing
issues and can direct internal and external audit resources to address the mat-
ter in a timely fashion. During the audit committee meeting the problems en-
countered in the financial reporting process are identified, but if the frequency
of the meetings is low the problems may not be rectified and resolved within
a short period of time.

Previous researches have investigated the role of the size of audit committees
as an effective mechanism for monitoring and controlling financial reporting.
Additionally, Baxter and Cotter [2009] posited that a large board size is asso-
ciated with delays and administrative bottlenecks.

However, other studies suggested that smaller boards may be less encum-
bered with bureaucratic problems. Anderson, Mansi, and Reeb [2004] stated
that large boards can devote more time and resources to monitor the finan-
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cial reporting process and the internal control systems. This implies that an
increase in audit committee size enables members to distribute the workload
and commit more time and resources to monitor the management and detect
fraudulent behaviour.

2. Theoretical framework and hypothesis

Theoretical support for the formation of audit committees can be found in
agency theory. According toagency theory, providers of finance, both equity
holders and debt holders act as principals who seek to obtain maximum profit
from management acting as their agent [Aldamen et al. 2012]. Assuming eco-
nomic self-interest, there is the potential for opportunistic actions of the agent,
which are to the detriment of the principal.

The audit committee serves many important corporate governance func-
tions and provides advice on operational and regulatory matters [Yang and
Krishnan 2005; Vera-Muiioz 2005]. It helps to alleviate agency problems by
facilitating the timely release of unbiased accounting information by manag-
ers to shareholders and creditors, thus reducing information asymmetry be-
tween executive and non-executive directors [Klein 2002; Islam et al. 2010].
From an agency theory perspective, the composition of the audit committee
is an important corporate governance mechanism because the presence of
non-executive directors provides a way of monitoring the actions of manag-
ers (agents) and of ensuring that shareholder’s (Principal’s) interests are be-
ing safeguarded.

Due to the separation between ownership and management, the shareholders
are unable to directly observe the actions of management [Bédard and Gendron
2010]. Therefore, a system of corporate governance controls is established on
the shareholders’ behalf to discourage managers from pursuing objectives that
do not maximize the shareholder’s wealth. These controls are aimed at either
aligning managers’ and shareholders’ incentives or limiting the opportunistic
activities of managers [Dellaportas et al. 2005]. Audit committees are one ex-
ample of such a corporate governance control. Baxter and Cotter [2009] argued
that audit committees will be voluntarily employed to improve the quality of in-
formation flows between principal and agent wherethere are high agency costs.
Audit committees have been widely recommended as an important means of
improving the quality of corporate financial reporting practices.

Kirk [2000] argues that the audit committee is to give unbiased reviews of
financial information and audit committee independence can contribute to the
financial reporting quality. Meanwhile, Beasley, and Salterio [2001] document
that companies that have the incentive and ability to increase the strength of
the audit committee will do it by including more independent directors in the
committee than the minimum number as required by legislation.
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In summary, whether the audit committee structure in Asia Pacific will be
positively related to earnings’ management or not is still an empirical ques-
tion. We formally present the hypothesis in an alternative format as follows.
H1: The audit committee structure is positively associated with earnings’ man-

agement.

3. Research methodology

This research adopted a quantitative research method as it is the method to
be used for historical data collection and descriptive studies. The longitudinal
study approach had been selected under quantitative research methodology
to study corporate financial records. Given data restrictions and allowing suf-
ficient time for the revelation of irregularity, our sample covers 2011 to 2013.
The top indexed companies from three Asia Pacific economies were selected
because these are more likely to have the resources and motivation to take ad-
vantage of the opportunities to adopt good corporate governance practices. The
sample of companies in the data represents a diversity of companies in terms
of industries, growth prospects and ownership structure.

The top indexed companies taken from the Australian Stock Exchange (AXS),
Kuala Lumpur Stock Exchange (KLSE) and Karachi Stock Exchange (KSE) in
the proportions of 25%, 37.5% and 37.5% respectively in the total sample, as
in Table 1 below.

Table 1. Sample selection

Country Index Companies | Percentage
Australia Australi? AS;)(c_l; (I)E)xchange 60 25
Malaysia Kuala Lun(lgirs ngt_(?;cOl; Exchange 90 375
Pakistan KaraChi(IS(tSo;;g;‘Cha“ge 90 37.5
(Thre Yoars - 2011 1o 2013 Mo | 1000

Accounting measures have the limitation that they are somewhat open to
manipulation by management, so multiple performance measures were used
because of the inherent limitations in any single financial measurement [Boyd,
Gove, and Hitt 2005]. Based on suggestions in previous research, multiple
measures produce a more accurate description of performance [Rechner and
Dalton 1991].
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3.1. Variables and measures

The variables employed in this study are described in Table 2.

Table 2. Variable description

Governance Variables
AC Chair Meeting (ACCM) ;1;10;a;i\;[:etings attended by the Audit Committee chairman
AC Members (ACM) Total Members in the Audit Committee
AC Ownership (ACO) Percentage of ownership held by Audit Committee members
AC Chair (ACC) Audit Committee Chairman Status, i.e., ED, NED, etc.
IND AC (INDA) g(:)tﬂrirftz};endent Non-Executive Directors in the Audit
NED AC (NEDA) Total Non-Executive Members of the Audit Committee
Performance Variable
Return on Equity (ROE) Net Profit divided by Total Equity
Return on Assets (ROA) Net Profit divided by Total Assets
Control Variables
Firm Size (FSIZE) Natural Logarithm of Total Assets
Board Size (BS) Total Number of Board Members
Firm Age (FAGE) Total number of years the company has been incorporated
Reporting Variables
AR Discretionary Revenues
Paaccr Performance-adjusted Discretionary Accruals
Tcaccr Total Current Accruals
AGGRE Aggregate

3.2. Control variables

Yim [2013] argues that due to the effects of the learning curve and survival bias
older firms are likely to be more efficient than younger ones. Thus a better per-
formance should be expected. The older firms are characterized by both resource
advantages and social burden. Given the possible influences of a firm’s age on
organizational performance, it was included as a control variable in Table 2.

Firm Size is the total assets stated on the company’s balance sheet and the
variable is included in order to check the firm’s size [Ferris, Jayaraman, and
Sabherwal 2013].
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3.3. Performance variable

Return on assets (ROA) is included as the firm-specific performance variable.
ROA defined as the profit generated by the firm in relation to its asset base. It
is included as a measure to check the acquiring firm’s operating performance
[Yim 2013; Serfling 2014].

ROE was obtained by using net income divided by the average of owners’
equity during a given year. This approach is used by Peng, Zhang, and Li [2007].

3.4. Proxies for financial reporting quality

There is no one universally recognized measure of financial reporting quality
[Dechow etal. 2011]. This study exploits three measures that have been used in
prior research as well as an aggregate measure for the following reasons. First,
the construct we are interested in is financial reporting quality, which clearly
is multi-dimensional. Thus, a single proxy is inadequate to cover all facets of
financial reporting quality. Second, the use of multiple proxies increases the
adequacy of our results. Third, using alternative measures mitigates the pos-
sibility that results using one particular proxy capture some factors other than
financial reporting quality.

The first measure is performance-adjusted discretionary accruals as devel-
oped by Ashbaugh et al. [2003] and Chen et al. [2010].

1
PAaccr,, =a, +a, [m} +a,ARev, , +a,PPE, +a,ROA, +¢ , (1)
i,t-1

where:

PAaccr, , - total accruals, measured as the change in non-cash current as-
sets minus the change in current non-interest bearing liabilities,
minus depreciation and amortization expense for firm i at year
t, scaled by lagged total assets (Assets, );

ARev,, - the annual change in revenues scaled by lagged total assets;

PPE , - property, plant, and equipment for firm i at year f, scaled by
lagged total assets;
ROA,, - return on assets for firm i at year ¢.

The residuals from the regression model are discretionary accruals. In our
tests, we use the absolute values of discretionary accruals as a proxy for finan-
cial reporting quality.

To calculate the second proxy, this study follows McNichols [2002] and
Chen et al. [2010] and estimates discretionary revenues. Specifically, we used
the following regression:

AAR, = o +a ARev, +€, , (2)
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where:

AAR, , - represents the annual change in accounts receivable,

ARev,, - the annual change in revenues, each scaled by lagged total assets.

Discretionary revenues are the residuals from Equation (2) which are esti-
mated separately for each industry-country group.

Our third proxy is based on the cross-sectional Dechow and Dichev [2002]
model, as modified by McNichols [2002], and Francis et al. [2005]:

TCaccr, = a + a,OCF,  +a,0CF, + a,0CF,

i, t+1

+a®ARev, +aPPE +¢.,  (3)

where:

TCaccr, - total current accruals, measured as the change in non-cash cur-
rent assets minus the change in current non-interest bearing li-
abilities, scaled by lagged total assets;

OCF - cash flow from operations, measured as the sum of net income,
depreciation and amortization, and changes in current liabilities,
minus changes in current assets, scaled by lagged total assets;

ARev,, - the annual change in revenues scaled by lagged total assets;

PPE - property, plant, and equipment, scaled by lagged total assets.

The residuals from Equation (3) represent the estimation errors in the cur-

rent accruals that are not associated with operating cash flows and that can-
not be explained by the change in revenue and the level of property, plant and
equipment. Given the short longitudinal time frame in our study, we follow
Boyd, Gove, and Hitt [2005], Srinidhi and Gul [2007] and Chen et al. [2010] and
use the absolute value of this residual as a proxy for financial reporting quality.

Thus, higher values of TCaccr represent higher financial reporting quality.

Besides, to reduce measurement error in the financial reporting quality mecha-
nism, and to present evidence based on general financial reporting metric, we
aggregate these proxies into one aggregate score. Particularly, following Biddle,
Hilary, and Verdi [2009] and Chen et al. [2010] we first normalize all proxies
and then take the average of the three measures as our summary financial re-
porting quality statistic (AGGRE).

4. Results and discussion

4.1. Statistic analysis

Table 3 presents summary statistics on audit structure, firm performance and
financial reporting quality. We see from the table that the firms in Australia are
older than Pakistan and Malaysia. The minimum audit committee chairman at-
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tendance is 3 times in Australia and Malaysia and once in Pakistan, whilst the
maximum meeting attendance of the audit committee chair is 10, 11 and 9 re-
spectively. The average numbers of board members are 9, 9 and 10 in Pakistan,
Malaysia and Australia respectively.

The average size of the audit committee is 4.3 in Australia, 3.5 in Malaysia
and 4.3 people in Pakistan, which is comparable to Yatim et al. [2006], but in
Malaysia is slightly lower than Mohd-Saleh, Mohd Iskandar, and Rahmat [2007],
who document an average size of 3.7 people as in Table 3.

4.2. Regression analysis

Table 4 indicates that the dependent variable AR is positively associated with
the audit committee structure in Pakistan and Australia whilst the independent
audit committee is negatively associated with AR in Malaysia. Non-executive
members of audit committees are also negatively associated with the finan-
cial reporting quality in Pakistan. From the results of the coefficient analysis,
the model of the study was found to be statistically significant at a level of 5%
(p < 0.05). In this study the adjusted R? for AR dependent variable the model
was 51%, 63.5% and 39.5%, which was adjusted to better fit the model in the
population and the final adjusted R? became 43.3%, 59.4% and 32.7% respec-
tively for Australia, Malaysia and Pakistan. The results also indicate that firm
size is significantly negative with financial reporting measure AR’ in Australia,
Malaysia and Pakistan.

Our results show that a more active and larger audit committee is desirable
in enhancing the quality of financial reporting and is consistent with the evi-
dence provided by Kent, Routledge, and Stewart [2010]. The audit committee
members are positively associated with earning management, which place em-
phasis on financial statement accuracy, control effectiveness and transparency
[Islam et al. 2010]. However, Anderson, Mansi, and Reeb [2004] stated that
large numbers on boards can devote more time and resources to monitor the
financial reporting process and the internal control systems. This implies that
an increase in audit committee size enables members to distribute the work-
load and commit more time and resources to monitor the management and
detect fraudulent behaviour.

Table 4 signifies that firm size is negatively associated with financial report-
ing quality in Australia, Malaysia, and Pakistan. The results are in line with
previous studies conducted by Abbott, Park, and Parker [2000], Davidson,
Godwin-Stewart, and Kent [2005], Krishnan [2005], Rahman and Ali [2006].
However, Li, Pike, and Haniffa [2008], Persons [2009] and Islam et al. [2010]
show that the audit committee size influences corporate disclosures. However
most of the studies reviewed in their survey by Bédard and Gendron [2010]
indicate that the size of the audit committee is not an important determinant
ofeffectiveness and they caution that the incremental costs of poor communi-
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cation, coordination, involvement and decision making associated witha larger
audit committee might outweigh the benefits.

Since large companies are more exposed to public scrutiny [Alsaeed 2006]
and are more complex [Craig and Diga 1998] than smaller companies they need
to provide a better quality of financial reporting. Besides that, largecompanies
also have greater resources and may be able to appoint prestigious external au-
ditors and attract reputable non-executive directors [Song and Windram 2004],
which in turn could help them in enhancing the quality of financial report-
ing andat the same time possess sufficient resources for collecting, analyzing
and presenting an extensive amount of data at minimal cost [Alsaeed 2006].

Firm age is also negatively associated with financial reporting quality. This
is based upon arguments that new companies may encounter difficulty in
making changes to comply with the requirements [Abbott, Park, and Parker
2000], whereas old firms might have improved their financial reporting prac-
tices [Alsaced 2006]. At the same time, younger companies are under pres-
sure to boost earnings [Abbott, Park, and Parker 2000]. However, Baxter and
Cotter [2009] found that board size is positively associated with audit com-
mittee independence, implying that firms with a large board are more likely
to have effective audit committees and thus are more likely to demand high
quality auditing services. Thus, our finding on board size is consistent with
that in Klein [2002].

The size of the firm measured by the natural log of the total asset expectedly
has a positive relationship and is statistically significant at 1% level of signifi-
cance. This means that larger firms produce more reliable and qualitative in-
formation in their financial statements /higher quality financial reporting than
the smaller firms. Our result implies that an increase in the size of the firm by
one unit whilst other variables remain constant will increase the financial re-
porting quality.

Table 5 indicates that audit committee meetings having no impact on a firm’s
performance. This result is similar to previous studies that were conducted by
Al-Matari et al. [2012], Al-Matari et al. [2012] and Mohd [2011] who found an
insignificant relationship between audit committee meetings and ROA. One
possible explanation for this insignificance is that the frequency of audit com-
mittee meetings and the firm’s performance is that board meetings are not always
useful as the limited time non-executive directors spend together is not spent
on exchanging meaningful ideas amongst themselves and with management.

This study found a surprisingly insignificant association between audit com-
mittee size and a firm’s performance, as apparent in Table 5. There is no signif-
icant association between audit committee size, ROA and ROE. This result is
consistent with the previous studies of Mak and Li [2001], Wei [2007] in China,
Ghabayen [2012] and Nuryanah and Islam [2011] in developing countries. The
hypothesis H1 predicts that audit committee structure does not affectthe earn-
ings’ management so the alternative hypothesis is rejected.
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Firm size is significantly and positively associated with firm performance in
line with Doyle, Ge, and McVay [2006] who finds that smaller and less profit-
able firms are more likely to have internal control problems than larger or more
profitable ones. Our sample firms contain top firms in Australia, Malaysia and
Pakistan with reference to profitability and market capitalization.

Conclusions

In this paper we examine the effects of audit committee structure on earnings
management in Australia, Malaysia and Pakistan. These effects generally ap-
pear to be related to the controlling power of owners and/ormanagement who
attempt to pursue their own self-interest over shareholders. The study is mo-
tivated by the gap in existing literature and the limited evidence concerning
developing countries, specifically in the Asia Pacific region.

Prior researchers have documented several factors that might cause the in-
effectiveness of non-executive directors, such as having limited time, limited
access to company information, lack of power and lack of independence. If au-
dit committees are to have a positive impact in terms of enhancing the integ-
rity of companies’ financial reporting processes, they will need to retain their
independence from the executive board and management. At the same time,
the executive and management will need to understand and respect the audit
committee’s independence and functions.

Generally the findings are not in line with the agency theory that the board
of directors and audit committee might mitigate agency problems leading to
reduced agency cost by aligning the interests of controlling owners with those
of the company. These findings can be interpreted in relation to the institu-
tional theory that views these mechanisms as practices or regulations result-
ing from coercion by legislators who impose certain practices in order to im-
prove organizational effectiveness, or as a result of imitation. In other words,
the findings may be referred to this theory which suggests that companies
might adopt practices or regulations as a result of coercion from a legislator
who imposes some practices in order to improve organizational effectiveness.
However, there is no prediction that the adoption of these regulations will im-
prove organizational effectiveness.

An implication for further research in Asia Pacific economies relates to sev-
eral areas of “boundary conditions” of the agency, stewardship and organiza-
tional theories in corporate governance. Multidisciplinary studies of this nature
may contribute to a better understanding of what drives the effectiveness of
audit committees. For example, future work can investigate the specific situa-
tions and circumstances in which audit committee structure may be beneficial
for publicly listed companies. Investigating the factors of board effectiveness
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with a multiple theoretical approach may help develop more effective models
of corporate governance.
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