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		In this paper, we empirically examine the relationship between two audit committee characteristics - the composition (expertise and independence) and size of the audit committee - and the quality of financial reporting. We show that after controlling for firm size, board composition, a measure of management's commitment to transparency (the existence of an ethics program) and institutional ownership, the percentage of audit committee members having expertise in accounting or financial management is positively related to financial reporting quality. We also find some evidence of a positive relationship between the size of the audit committee and financial reporting quality. However, audit committee independence is not related to financial reporting quality. We also verify that our results are robust across different measures of financial reporting quality. Our results suggest that mandating greater expertise on audit committees rather than simply requiring one expert on the audit committee may be beneficial to investors. In addition, our results also provide weak support for the recommendation of the Blue Ribbon Committee that firms devote significant directorial resources to the audit committee. Given the prior evidence of a negative relationship between financial reporting quality and cost of capital, firms could improve their reporting quality by appropriately structuring their audit committees, thus reducing their cost of capital. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: audit committee, financial reporting quality, corporate disclosure, board composition

	
	

	
    

    
	

	
	
		JEL Classification: G34, M41, M43, M44, N41, K22

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Felo,  Andrew J. and Krishnamurthy,  Srinivasan and Solieri,  Steven A., Audit Committee Characteristics and the Perceived Quality of Financial Reporting: An Empirical Analysis (April 2003).  Available at SSRN: https://ssrn.com/abstract=401240 or http://dx.doi.org/10.2139/ssrn.401240 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Andrew J. Felo (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Nova Southeastern University  ( email )

			

			
			
				
				
				
					3301 College Avenue
HSBE
Fort Lauderdale, FL  33314
United States
954-262-5279 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Srinivasan Krishnamurthy

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				North Carolina State University - Poole College of Management  ( email )

			

			
			
				
				
				
					Hillsborough Street
Raleigh, NC  27695-8614
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Steven A. Solieri

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Scranton - Kania School of Management  ( email )

			

			
			
				
				
				
					320 Madison Avenue
Brennan Hall, Suite 345
Scranton, PA  18510
United States
570-941-4192 (Phone)
570-941-4826 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]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

				    9,129

			

		
		
		
			Abstract Views

			   30,698

		

		
		 
		
			Rank

			    1,208

		

		
	


	
		
            
            	       72 Citations
		

	

	
		
			
				       54 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Financial Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Financial Accounting eJournal

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

                                
                                    
                                        FOLLOWERS

                                            3,566

                                    

                                    
                                        PAPERS

                                           18,573

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Ross L. Watts at Massachusetts Institute of Technology (MIT) - Sloan School of Management

                                    

                                
                            

                        

                    

                
	
                    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

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,900

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Labor: Personnel Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Labor: Personnel Economics eJournal

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

                                
                                    
                                        FOLLOWERS

                                              670

                                    

                                    
                                        PAPERS

                                           13,540

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Audit Committee, Board of Director Characteristics, and Earnings Management

                        
                            By
                                
                                
                                    
                                    April Klein
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Audit Committee, Board of Director Characteristics, and Earnings Management

                        
                            By
                                
                                
                                    
                                    April Klein
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Audit Committee Composition and Auditor Reporting

                        
                            By
                                
                                
                                    
                                    Joseph V. Carcello
                                     and 
                                
                                    
                                    Terry L. Neal
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Corporate Governance and Accounting Scandals

                            
                                By
                                    
                                    
                                        
                                        Anup Agrawal
                                         and 
                                    
                                        
                                        Sahiba Chadha
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Audit Committee Characteristics and Auditor Reporting

                            
                                By
                                    
                                    
                                        
                                        Joseph V. Carcello
                                         and 
                                    
                                        
                                        Terry L. Neal
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Earnings Management and Corporate Governance: The Roles of the Board and the Audit Committee

                            
                                By
                                    
                                    
                                        
                                        Biao Xie, 
                                        
                                    
                                        
                                        Wallace N. Davidson, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Restoring Trust after Fraud: Does Corporate Governance Matter?

                            
                                By
                                    
                                    
                                        
                                        David B. Farber
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Board Characteristics, Accounting Report Integrity, and the Cost of Debt

                            
                                By
                                    
                                    
                                        
                                        Ronald C. Anderson, 
                                        
                                    
                                        
                                        Sattar Mansi, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does the Market Value Financial Expertise on Audit Committees of Boards of Directors?

                            
                                By
                                    
                                    
                                        
                                        Mark L. Defond, 
                                        
                                    
                                        
                                        Rebecca N. Hann, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
