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Abstract

Purpose — The objective of this study is to investigate the association between audit committee
characteristics and audit report lag in the context of listed manufacturing companies in Bangladesh.
Design/methodology/approach — Data from 240 firm-year observations for 2018-2022 are collected and
analyzed using both the pooled-ordinary least squares (OLS) model with panel corrected standard errors
(PCSE) and the Bayesian regression model. The results are explained in line with the agency theory and
resource dependence theory.

Findings — The study reveals that audit committee size, gender diversity and expertise are negatively and
significantly associated with audit report lag. The results remain consistent using the lag model, which
indicates that the current year’s audit committee can have an impact on the subsequent year’s audit report lag.
Research limitations/implications — The study has been conducted in the context of Bangladesh and thus
cannot be generalized for other countries.

Practical implications — The study implies that companies should form large audit committees and ensure
higher participation of female members and expert members in forming such committees. Policymakers and
regulators can also play roles in this regard to ensure the timely issue of audit reports.

Originality/value — This is one of the pioneer studies to investigate the link between audit committee
characteristics and audit report lag in the context of an emerging economy like Bangladesh. This study
advocates agency theory by linking audit committee characteristics to reduced information asymmetry and
contributes to resource dependence theory by emphasizing their role in enhancing financial reporting
timeliness.

Keywords Audit committee characteristics, Audit report lag, Emerging economy, Bangladesh
Paper type Research paper

1. Introduction
In the wake of recent accounting scandals involving several corporations, the issue of
financial reporting quality has garnered significant attention. Notable incidents such as the
Enron and WorldCom collapses have underscored the importance of ensuring the integrity
and reliability of financial reporting. One such measure of integrity and reliability of
financial reporting is timeliness (Al-Ajmi, 2008; Rusmin and Evans, 2017). Previous research
i
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AJEB indicates that delays in the prompt release of accounting information substantially diminish

92 earnings quality, exacerbate information asymmetry, elevate the risk of investor fraud, allow

’ informed investors to exploit their less informed counterparts and intensify uncertainty

regarding investment evaluations and anticipated returns (Bushman and Smith, 2001).

Consequently, there is increased pressure on external auditors to expedite the audit process

and issue the audit report swiftly. Moreover, it is asserted that timely audit reports offer

312 several benefits. For instance, they can enhance public trust in audited financial statements,

reduce information asymmetry, improve the quality of audit reports and increase audit

effectiveness in companies that issue their reports promptly (Mande and Son, 2011; Salehi
et al., 2018a, b).

Within the context of modern corporate governance, the audit committee stands as a
cornerstone entity tasked with crucial duties that include monitoring financial reporting
procedures, making sure regulations are followed and protecting the interests of
stakeholders. The effectiveness of audit committees in carrying out their tasks has come
under increased scrutiny as global markets get more integrated and regulatory oversight
tightens. Of all the various aspects of an audit committee’s performance, the timeliness of
audit report issuance — also known as audit report lag — is of utmost importance because it
has a direct impact on the caliber and dependability of the financial data that investors,
regulators and other stakeholders can access.

A good number of studies have explored the determining factors of audit report lag in the
past few decades. However, most of these studies considered client-specific factors
(profitability, leverage, size, etc.) and auditor-specific factors (external auditor type, size, fees,
etc.) as the determining factors of audit report lag. Although the effect of corporate
governance on audit report lag has emerged recently, most of these studies have heavily
emphasized board-specific factors like board size, board independence, gender diversity in
the board, etc. The corporate governance framework of numerous companies worldwide has
undergone substantial transformations over the past 20 years. While the board of directors
(BoD) retains ultimate accountability for financial statements and disclosures, there is a
persistent call from reformists, regulators, investors and scholars to entrust the central
oversight, accountability and monitoring of the financial reporting process to an audit
committee. Global corporate governance reforms, alongside new legislations and best
practice guidelines introduced over recent decades, have fortified the role and duties of audit
committees in the financial reporting process. The growing significance of audit committees
is expected to directly impact the actions and engagements of external auditors, including the
timeline for issuing audit reports. Only a handful of studies have explored the association
between audit committee characteristics and audit report lag. Sultana et al. (2015) conducted
such a study in the context of Australia, whereas Raweh ef @/ (2019) and Al-Qublani et al.
(2020) conducted a similar study in the context of Oman and Malaysia, respectively.
However, such studies in the South Asian region, particularly in emerging countries like
Bangladesh, still remain unexplored. As emerging economies are predicted to be
contributing to 50% of the world’s gross domestic product (GDP) by 2050 (PwC, 2017), it
is crucial to emphasize these markets as well.

The primary objective of the study is to investigate the relationship between audit report
lag and audit committee characteristics. Five proxy variables, namely audit committee size,
audit committee independence, gender diversity in the audit committee, the diligence of the
audit committee and professional experts in the audit committee have been considered as the
key characteristics of an audit committee. In addition, the study tries to explain the nature of
the relationship between audit report lag and audit committee characteristics in the context
of large firms and small firms.

The study has used 240 firm-year observations from manufacturing companies listed in
the Dhaka Stock Exchange (DSE) of Bangladesh from 2018 to 2022. In addition to using
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contemporaneous data regarding the audit committee, the study has used one-year-lagged ~ Asian Journal of
data of the audit committee to investigate its impact on the audit report of the subsequent Economics and
year. The findings of the study, consistent with expectations, show the existence of a Banking
negative and significant association between audit committee size, gender diversity and

expertise with audit report lag. The study thus implies that the formation of larger audit

committees and the inclusion of female members and professional experts on the board can

significantly contribute to the reduction in time required to issue the audit report. This 313
relationship holds not only for the current financial period but also for the subsequent
financial period. A further analysis shows that this negative relationship is more prominent
in large firms compared to small ones. However, the study has not found any relationship
between audit committee independence and diligence with audit report lag.

There are a number of strong arguments in favor of Bangladesh being the focus of this
study. Bangladesh, which recently left the United Nations’ (UN) list of least developed
countries (LDCs), is an example of a developing economy that is growing quickly.
Furthermore, there have been major regulatory changes to Bangladesh’s capital market in
the last few years. Despite these advancements, the country grapples with challenges such as
deficiencies in the legal framework, limited engagement of institutional investors and
prevalent family-controlled ownership structures (Khan ef al, 2016). The BOD often
facilitates “rent extraction” by dominant owners rather than safeguarding the interests of
minority shareholders (Bepari et al, 2023). These factors collectively contribute to a
governance environment in Bangladesh that is perceived as relatively weak. However,
considering the importance of audit committee in addressing such issues, the Corporate
Governance Code (2018) of Bangladesh has mandated the formation of the audit committee
as a subcommittee of the board in the listed companies of Bangladesh. According to the code,
an audit committee should be formed with at least three members, with an independent
director being the chairman of the committee. Besides, the committee will hold at least four
meetings a year. All the committee members will be financially literate, and at least one
member will have a background in accounting or financial management along with ten years
of experience in such fields. Some of the major responsibilities of the audit committee include
monitoring financial reporting, overseeing the appointment and activities of external
auditors, reviewing the efficiency of internal controls, etc. Efficient accomplishment of all
these activities can facilitate the audit process of external auditors and lead to quick
submission of audit reports. Considering the background, the study tries to address the
research question: How can audit committee characteristics affect audit report lag in listed
manufacturing companies of Bangladesh?

The study makes numerous contributions both theoretically and practically. First, the
study fills the existing gap in the field of research by addressing the association between
audit committee characteristics and audit report lag in the context of Bangladesh. To the best
of the authors’ knowledge, this is the first study to analyze the importance of an effective
audit committee in reducing audit report lag in an emerging economy like Bangladesh. This
is crucial, especially as reformers and regulatory authorities continue to push for the
expansion of the audit committee’s responsibilities in order to improve the quality of
financial reporting, including its timeliness.

Second, the study demonstrates empirically that certain characteristics of the audit
committee — size, gender diversity and financial knowledge, in particular — are essential for
minimizing audit report lag. This result closes a significant gap in earlier studies, which
frequently did not address these specific traits in connection to audit timeliness. By
emphasizing these qualities, the study offers a new viewpoint that goes beyond the
conventional focus on general committee effectiveness and offers an understanding of how
the structure and competence of audit committees affect audit efficiency.
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AJEB Third, to establish a comprehensive theoretical framework, the study incorporates ideas

92 from resource dependency theory and agency theory. Agency theory is leveraged to explain

’ how effective audit committees can mitigate agency problems by enhancing oversight and

aligning the interests of management with those of shareholders. The results of the study

lend credence to the idea that strong audit committees improve the timeliness of financial

reporting by reducing information asymmetry and managerial opportunism.

314 Simultaneously, resource dependence theory is employed to demonstrate the essential role

audit committees play in facilitating seamless audit processes by bringing in a variety of

expert perspectives and external linkages. This dual-theoretical approach illustrates the

various functions that audit committees perform in corporate governance, adding value to
the scholarly discourse.

Finally, the findings of the study provide valuable implications to policymakers,
regulators and practitioners regarding the current scenario of audit report lag in Bangladesh
and how the composition of an effective audit committee can minimize the lag, enhance the
timeliness of audit reports and enhance the quality of financial reporting. It recommends
organizations think about expanding their audit committees in order to improve their
oversight capacities and encourage gender diversity in order to gain access to a greater
variety of viewpoints and methods of problem-solving. Furthermore, it is advised to give top
priority to include people who possess significant financial knowledge in order to guarantee
efficient audit supervision. The study facilitates the creation of policies and
recommendations that promote the best possible audit committee configurations by
providing evidence of the advantages of particular audit committee features. By ensuring
that more businesses can attain the increased financial reporting timeliness associated with
well-composed audit committees, this can help standardize best practices across industries.

The rest of the study is organized as follows: Section 2 describes the theoretical
framework based on which the hypotheses have been developed. Section 3 explores the
findings of prior research and develops hypotheses for the study. Section 4 demonstrates the
sample size, data collection method and research model used in the study. Section 5 discusses
the findings of the study by using descriptive statistics, bivariate analysis and multivariate
analysis. Section 6 provides additional analysis by using robustness test and subsample
analysis. Finally, Section 7 draws the conclusion of the study and discusses the theoretical
and practical implications offered by the study.

2. Theoretical lenses

The hypotheses of the study (discussed in Section 3) are developed based on the perspective
of two theories: agency theory and resource dependence theory. According to the proponents
of agency theory and resource dependence theory, “human-actor-dependent” corporate
governance mechanisms, like the audit committee and BODs, must be meticulously
designed, balanced and structured in order to achieve group cohesion (Sultana ef al., 2015).
According to agency theory, principals grant agents authority so they can carry out tasks on
the principals’ behalf in return for payment (Jensen and Meckling, 1976). According to this
theory, there is a conflicting connection between the manager and the owner since each side
seeks to maximize their own interests (Saleh et al., 2022; Wahab et al., 2023). This argument
goes on to say that when agents put their own interests ahead of the principals’, agency costs
may result. Proponents of agency theory argue that implementation of human-actor-
dependent corporate governance mechanisms can restrict the divergent behavior of agents
and minimize agency cost. Therefore, it is considered sufficient for the BoDs to have an audit
committee in order to ensure the accuracy of financial accounts. The audit committee is
regarded as a regulating tool to lessen the knowledge asymmetry between the internal and
external board members since its primary responsibilities are to evaluate financial
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information and regulate managerial behavior in current affairs (Qu ef al,, 2015; Salehi et al,  Asian Journal of
2018a, b). An independent audit committee is typically regarded as beneficial for a company, Economics and
as it can enhance the committee’s ability to offer objective and impartial evaluations of Banking
financial statements (Saleh and Mansour, 2024). This can ultimately improve financial

reporting quality and reduce audit report lag (Bhuiyan and D’Costa, 2020). However, earlier

research has confirmed that an audit committee’s effectiveness in performing oversight

responsibilities is dependent on certain critical attributes being met beforehand (Beasley 315
et al., 2000; Carcello and Neal, 2000; Raghunandan et al, 2001; Salehi and Shirazi, 2016).
Therefore, the study focuses on some key characteristics of audit committee including audit
committee size, independence, gender diversity, diligence and expertise.

On the other hand, resource dependence theory explains how external resources influence
organizational behavior, especially when it comes to acquiring resources and ensuring their
survival (Pfeffer and Salancik, 1978). The proponents of the theory assert that an
organization conforms to and depends upon entities or organizations in its surroundings that
have power over essential resources that are necessary for its operations and over which it
occasionally has shaky control (Hillman and Dalziel, 2003). As a result, the purpose and
operation of human-actor-dependent corporate governance systems are focused on
maximizing the company’s resource power — ie. its ability to guarantee consistent
resource provisioning while maintaining others’ reliance on them (Sultana et al., 2015). In this
context, an audit committee is crucial for identifying and preventing financial fraud and
mismanagement. Members with financial skills are especially essential, as the committee is
entrusted with examining risk management and internal controls (Saleh and Mansour, 2024).
This simplifies the works of the external auditors and facilitates the timely publication of
audit reports.

3. Literature review and hypothesis development

3.1 Audit committee size

The total number of individuals that make up the audit committee is referred to as the size of
the audit committee. Although the minimum number of members to constitute an audit
committee in Bangladesh is three, there is no maximum threshold. Contrasting views exist
regarding the relationship between audit committee size and audit report lag. Proponents of
agency theory suggest that the monitoring and supervision capabilities of audit committees
are hampered if the size of the committee increases (Hillman and Dalziel, 2003). According to
Bédard and Gendron (2010), a smaller audit committee can provide the necessary oversight
and has a more diverse range of experience. Mintzberg (1983) stated that expanding the audit
committee is likely to increase the probability of opportunistic conduct since the
subcommittee is considered “bloated,” which makes it difficult to build a unified decision-
making attitude. In a meta-analysis exploring the relationship between group cohesion and
performance conducted by Evans and Dion (1991), there is a considerable probability of
encountering the “free rider” dilemma in large committees, with members frequently
gravitating toward the phenomenon known as “groupthink.” Raweh et al. (2019) also found a
positive association between audit committee size and audit report lag, which is consistent
with the agency theory.

However, the advocates of resource dependence theory suggest that larger boards are
more effective than smaller boards. Larger boards can be the melting pot of different types of
people with unique knowledge, experiences, skills and networks. This mixture makes the
board more efficient in conducting its activities. An expanded committee will provide a wider
range of viewpoints, which will improve the audit committee’s capacity to assess the external
auditor’s position, responsibilities and actions in depth. As a result, a larger audit committee
makes it easier for the subcommittee to use a wider variety of expertise to improve mediation
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AJEB efforts when resolving disagreements, like those involving the audit report. Studies

92 conducted by Sultana et al. (2015), Al-Qublani et al. (2020) and Afenya et al. (2022) also found

’ a negative and significant association between audit committee size and audit report lag.
Thus, the following hypothesis can be drawn:

HI. Ceteris paribus, there is a significant relationship between audit committee size and
audit report lag.

316

3.2 Audit committee independence

Audit committee independence denotes the number of independent directors in the
committee. Both the agency theory and resource dependence theory are congruent
regarding the role of independent audit committee members in reducing audit report lag.
When carrying out the duties of the subcommittee, an audit committee with a larger
proportion of external directors is less likely to compromise (Abbott et al., 2000). According
to agency theory, the independence and competence of audit committee directors are
essential to maintaining the accuracy of financial reporting and improving the caliber of
oversight. In their capacity as shareholders’ representatives, these directors prioritize
protecting the interests of minority shareholders (Watts and Zimmerman, 1978). In order to
safeguard the interests of shareholders and the accuracy of financial information,
independent directors are better positioned to prevent fraud, opportunistic behavior and
deception in financial statements (Bédard et al., 2004; Baatwah et al., 2015; Al-Rassas and
Kamardin, 2016). Moreover, existing scholarly works propose that audit committees with a
majority of independent directors are more likely to improve the caliber of financial
reporting on behalf of their companies. This improvement is ascribed to their propensity to
choose auditors with experience in the business, create an internal audit department within
the company and embrace high levels of accounting conservatism (Goodwin, 2003). Using
samples from the Tehran Stock Exchange, Salehi and Shirazi (2016) found that an
independent audit committee is likely to carry out its supervisory duties more proficiently
within a company’s corporate governance structure, leading to improved financial
reporting quality. This ultimately leads to the timely issue of audit reports. Studies
conducted by Wan-Hussin and Bamahros (2013) and Sultana et /. (2015) found a negative
association between audit committee independence and audit report lag. Thus, the
following hypothesis can be drawn:

H2. Ceteris paribus, there is a negative and significant relationship between audit
committee independence and audit report lag.

3.3 Audit committee gender diversity

Gender diversity in the audit committee refers to the number of female members in the audit
committee. Historically, the inclusion of females in BoDs and audit committees has been very
low in Bangladesh. Like audit committee size, there remains a contrasting view regarding the
impact of female members in reducing audit report lag. According to the proponents of
agency theory, cohesiveness among the group is a prerequisite for the audit committee’s
efficacy. Studies conducted by Levin et al. (1994) and Powell and Ansic (1997) on gender
diversity indicate that women are more risk-averse, ethically constrained and financially
conservative than men. Different perspectives on core business concepts — like risk and
money — can have a significant impact on financial accounting and auditing. This effect is
more noticeable in smaller groups, such as the audit committee, where cohesiveness and
group dynamics may be weakened, leading to less successful and efficient corporate
governance and decision-making procedures. Using samples of Swedish firms, Mnif and
Cherif (2023) found that the presence of female members in the audit committee can lead to
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greater audit report lag, particularly in the existence of female audit partners. Gender  Asian Journal of
differences may also play a role in the disintegration of small group dynamics and the Economics and
emergence of majority and minority subgroups. This can ultimately reduce audit committee Banking
effectiveness and result in greater audit report lag.

On the other hand, the advocates of resource dependency theory suggest that companies
with a diverse workforce, particularly in terms of gender diversity, are more likely to
benefit from a wider array of knowledge, perspectives and skills, thereby fostering more 317
innovative solutions and enhanced decision-making (Saleh, 2023). This reduces the
possibility of dishonest and fraudulent accounting practices by enabling important
corporate governance bodies, such as the audit committee, to consider a wider variety of
financial accounting issues (Gul et al, 2011). Injection of a different mindset in the
committees can prevent the possibility of a “groupthink” mentality among the members.
According to Dennis and Kunkel (2004), female audit committee members are more
competent, proactive, effective, emotionally stable, independent, discreet and transparent
than their male counterparts. An audit committee predominately made up of women might
show increased awareness of a company’s propensity for filing fraudulent financial
reports. Kuang and Chen (2011) found that there is a higher desire for improved audit
quality in China when there are more female representatives on the corporate board.
According to this study, the female committee members’ diligence facilitates the tasks of
external auditors by enhancing the effectiveness of the internal audit function. Studies
conducted by Bernardi and Threadgill (2010), Nielsen and Huse (2010) and Afenya et al.
(2022) also found a negative association between gender diversity in audit committees and
audit report lag. Due to the existence of contrasting views, the following hypothesis can
be drawn:

H3. Ceteris paribus, there is a significant relationship between audit committee gender
diversity and audit report lag.

3.4 Audit committee diligence

Most of the prior studies have used the number of audit committee meetings held in a year as
the measurement of audit committee diligence (Ika and Mohd Ghazali, 2012; Sultana ef al.,
2015; Raweh et al., 2019). According to the Blue Ribbon Committee (1999), audit committees
should hold at least four meetings per year. The Corporate Governance Code (2018) of
Bangladesh also mandates audit committees hold four meetings per year. The audit
committee will be better equipped to respond proactively to the complex and ever-changing
challenges posed by the unstable business and financial environment by meeting at regular
intervals (Bédard et al., 2004; Stewart and Munro, 2007). The audit committee’s watchfulness
can extend to a variety of precautionary and remedial actions, promptly attending to issues
pertaining to shortcomings in internal control. As a result, this monitoring plays a crucial
role in identifying and preventing opportunistic managerial activity, protecting reported
information quality and earnings integrity (Vafeas, 1999; Bédard et al., 2004). According to
Goh (2009), timely correction of material shortcomings is positively correlated with an audit
committee that meets frequently. Krishnan and Visvanathan (2007) found that a diligent
audit committee is more inclined to identify and report internal control deficiencies rather
than issuing false and misleading statements or employing discretionary accruals to
manipulate earnings. Using a sample of Palestinian listed companies, Saleh and Mansour
(2024) found that the necessary levels of supervision and advice may not be given by busy
audit committee members, which indicates the importance of diligent audit committees in
ensuring better monitoring. However, Sultana et al. (2015) did not find any significant
association between audit committee diligence and audit report lag. Based on prior studies,
the following hypothesis can be drawn:
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AJEB H4. Ceteris paribus, there is a negative and significant relationship between audit
92 committee diligence and audit report lag.
b

3.5 Audit committee expertise

Audit committee expertise refers to the number of members with sound knowledge and

experience in accounting or financial matters and has drawn the attention of most of the
318 recent studies (Beasley and Salterio, 2001; Dezoort, 1998). Although the Corporate
Governance Code (2018) of Bangladesh mandates the audit committees to have at least
one member with financial literacy, it does not require that member to have professional
qualifications. Both the agency theory and resource dependence theory support the need for
including expert members in the audit committee to increase its efficiency. Agency theory
proponents argue that having people with financial expertise augments the audit
committee’s ability to competently supervise the work of the external auditor. This entails
understanding audit decisions and assisting in the clarification and negotiation of auditor-
business relations, which ultimately reduces audit report lag (Sultana et al., 2015). Resource
dependency proponents contend that by adding financial professionals to the audit
committee, the subcommittee will have more authority over financial accounting data and
audit judgments (Defond et al., 2005). The greater the degree of financial specialization, the
greater the likelihood that the audit committee may discover earnings management (Salehi
et al., 2018a, b). In the absence of a financial expert, the audit committee is mostly dependent
on the external auditor to guarantee that crucial financial accounting data, such as earnings,
are accurate and relevant to external decision-makers (Sultana and Mitchell Van der Zahn,
2013). According to Bédard et al. (2004), the audit committee’s primary role is to supervise the
financial reporting process, which calls for directors with extensive financial knowledge and
expertise. Such efficient monitoring and supervision can lead to timely issue of audit reports.
Salehi and Soorestani (2019) found a positive association between audit committee’s financial
expertise and audit fees, which denotes that the existence of a financial expert in audit
committee can encourage appointment of high-quality auditors which can ultimately reduce
audit report lag. Studies conducted by Sultana et al. (2015) and Afenya et al. (2022) also found
a negative and significant association between audit committee expertise and audit report
lag. Thus, the following hypothesis can be drawn:

Hb5. Ceteris paribus, there is a negative and significant relationship between audit
committee expertise and audit report lag.

4. Research method

4.1 Sample size and data collection

For the purpose of the study, the top 50 manufacturing companies listed in the DSE have
been selected. The selection has been made based on market capitalization of the companies.
The study has been conducted for the years 2018-2022 consisting of 250 firm-years.
However, due to the unavailability of 10 annual reports, the final sample size has been limited
to 240 firm-years. All of the data has been collected from secondary sources (annual reports).
Table 1 shows the construction of samples from different industries. It can be seen that the
engineering industry has the highest number of firms in the sample followed by the
pharmaceuticals and chemicals industry.

4.2 Research model specification
Audit report lag, the dependent variable of the study, has been measured using the difference
between the closing date of the financial statements and the date when the audit report is

Downloaded from http://www.emerald.com/ajeb/article-pdf/9/2/311/10086997/ajeb-04-2024-0043en.pdf by ZBW German National Library of Economics user on 16 December 2025



Asian Journal of

Industry Sample firms % of total Economics and
Cement 1 2.00 Banking
Ceramic 2 4.00
Engineering 13 26.00
Food and allied 6 12.00
Fuel and power 5 10.00
Jute 1 2.00 319
Paper and printing 4 8.00
Pharmaceuticals and chemicals 11 22.00
Textile 7 14.00 Table 1.
Total 50 100.00 Sample design by
Source(s): Authors’ own creation industry

signed by the auditor. To represent audit committee characteristics, five proxy variables,
namely, audit committee size, audit committee independence, audit committee gender
diversity, audit committee diligence and audit committee expertise have been used. Besides
Big 4 audit firms, audit report type, firm size, leverage and profitability has been used as the
control variables. According to Wright and Ashton (1989) and Alkhatib and Marji (2012), the
acknowledged Big 4 audit firms have more sophisticated resources, superior technology and
high competence to complete the audit assignment with high quality and in a shorter amount
of time compared to non-Big 4 firms. Regarding audit report type, Carslaw and Kaplan (1991)
found that it may take auditors longer to do the audit if they have to resolve conflicting issues
through talks or negotiations in response to an unfavorable audit opinion. Large firms tend to
implement sophisticated accounting and auditing frameworks to alleviate monitoring and
agency expenses stemming from conflicts between top management and lower-level
management, which ultimately results in quick issuance of audit reports (Hassan, 2016). A
high amount of leverage can be an indication of potential financial distress (Carslaw and
Kaplan, 1991). This may make the auditors more skeptical about the reliability of financial
statements and require more time to issue audit reports (Habib ef al, 2019; Shin et al., 2017).
Finally, audit report lags in profitable firms tend to be shorter, as the clients will want to
disperse the good news among the stakeholders and pressurize the auditors to issue reports
timely (Sultana et al., 2015; Habib et al., 2019).

4.2.1 Frequentist regression. In order to investigate the impact of audit committee
characteristics on audit report lag, multiple regression analysis has been conducted using the
pooled-ordinary least squares (OLS) with panel corrected standard errors (PCSE) model. The
justification for employing the PCSE model lies in its capacity to handle heteroskedasticity,
autocorrelation and contemporaneous correlation problems that arise during panel
estimation of a particular panel database. Conventional panel estimators, such as the
pooled-OLS regression model, fixed-effect regression model and random-effect regression
model, do not sufficiently account for these problems. Both the independent autocorrelation
structure and the first-order autocorrelation structure will be included in the PCSE model.
The PCSE model will yield OLS estimates for the parameters when it makes use of the
independent autocorrelation structure. In contrast, when employing the first-order
autocorrelation structure, the PCSE model will yield Prais—Winsten estimates for the
parameters. Sometimes the audit committee may not have any immediate effect, and its effect
can be observed in the subsequent period. To address such an issue, the study has also used a
lag model. Thus, to empirically measure the impact of audit committee characteristics on
audit report lag, Model 1 (PCSE) and Model 2 (Lag) have been developed:
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4.2.2 Bayesian regression. Statisticians have criticized frequentist approaches that rely on
p-values, like panel data regression, for their failure to yield credible outcomes (Nguyen et al.,
2018; Thach et al., 2022; Briggs, 2023). To address this issue, the study enhances the pooled-
OLS with PCSE regression results with Bayesian linear regression. The purpose of Bayesian
regression is to estimate the relationship between variables by combining prior beliefs with
observed data, resulting in a posterior distribution that accounts for uncertainty in the model
parameters. Utilizing Bayes’ theorem of probability, the study establishes a priori beliefs
concerning the effect of audit committee characteristics on audit report lag (Bayes, 1763).
These prior beliefs are integrated with assumptions about the likelihood of the observed
data, producing a posterior distribution. In social science research, Bayesian analysis has
gained traction by providing a more nuanced viewpoint (Jiang and Liu, 2020; Kalia, 2024a, b;
Segnon et al., 2018). However, there are drawbacks to Bayesian analysis, especially when
choosing previous distributions. This study adopts the more cautious option of non-
informative prior distributions, acknowledging the subjectivity inherent with informative
priors (Jiang and Liu, 2020). Each independent variable is given a prior value of zero with a
variance of 100 (Normal(0.100)), signifying the absence of prior information. Furthermore,
Markov Chain Monte Carlo (MCMC) simulation is used in the study to investigate the
posterior distribution of parameters. A total of 12,500 samples are drawn, with the first 2,500
being discarded to guarantee convergence and dependability in the analysis. Furthermore,
the Gelman—Rubin diagnostic test has been performed to ensure the convergence of the
MCMC chain.

Table 2 represents the definition of variables used in the study along with expected
relationships:

5. Findings and discussion

5.1 Descriptive statistics

Table 3 presents the results of the descriptive statistics of the variables used in the study. The
average time it takes from the ending date of a company’s fiscal year to the preparation of the
audit report is around 117 days or almost 4 months. The fastest report provided during the
sample firm-years was within 42 days, whereas the longest delay that an audit firm made to
prepare its report was 215 days or almost 7 months. Among the independent variables, the
average size of the audit committees of the sample firms is 3.12, which is more than
the mandatory requirement of 3 members. The maximum size of the committee is 5 and the
minimum size is 3, which indicates that all the companies have followed the rules.
The average proportion of independent directors in the audit committees is 44 %, with a
minimum value of 20% and a maximum value of 75%. The average proportion of female
directors in the committee is only 11 %, with many companies having no female directors in
the committee at all. This shows the lack of gender diversity in the audit committees of
Bangladesh. In terms of audit committee diligence, the average number of meetings held
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Expected ;
Variables Description Notation relationship Reference Econorﬁlacskgigg
Dependent variable (audit report lag)
Audit report lag Natural logarithm of difference between ~ ARL
end of the financial year and the day
external auditor signs the audit report
Explanatory variables (audit committee characteristics) 321
Audit committee Number of members in the audit ACSIZE  +/—- Sultana et al.
size committee (2015) and
Raweh et al.
(2019)
Audit committee Proportion of independent directorsin ~ ACIND  — Sultana ef al.
independence the audit committee (2015) and
Raweh et al.
(2019)
Audit committee Proportion of female directors in the ACGD +/— Sultana et al.
gender diversity audit committee (2015)
Audit committee Number of audit committee meetings ACD - Sultana ef al.
diligence held in a financial year (2015) and
Raweh et al.
(2019)
Audit committee Number of audit committee members ACE - Sultana et al.
expertise with professional expertise (2015) and
(professional affiliations like CA, CMA, Raweh et al.
CFA, etc) (2019)
Control variables
Big 4 audit firm Dummy variable with an assigned BIG4 - Sultana et al.
value of 1 if the client is audited by a Big (2015) and
4 audit firm, otherwise 0 Habib et al.
(2019)
Audit report type  Dummy variable with an assigned ART - Habib et al.
value of 1 if the auditor issues a (2019)
qualified report, otherwise 0
Firm size Natural logarithm of total book value of FSIZE - Habib et al.
asset (2019)
Leverage Ratio of total book value of debt to total LEV + Habib et al.
book value of asset (2019)
Profitability Ratio of profit before tax to total asset ~ ROA - Habib et al.
(2019) Table 2.
Source(s): Authors’ own creation Definition of variables

during the sample years was around 4, with a minimum value of 4 and a maximum value of 6.
Finally, the average proportion of professional experts in the committees is only 11 %, with a
minimum value of 0% and a maximum value of 75%. This implies the absence of a sufficient
number of professional experts in the committees of the sample firms of Bangladesh. Among
the control variables, the mean value of audits conducted by Big 4-affiliated audit firms is
only 4%, which indicates the apathy of sample companies in appointing such firms. In terms
of audit report type, around 89 % of the reports had qualified audit opinion. The average firm
size is BDT 13,632 million, whereas the average values of leverage and return of assets (ROA)
are 45% and 6%, respectively.
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92 Variables Obs. Mean Std. dev. Min Max
b
arl 240 116.64 17.49 42.00 215.00
acsize 240 312 0.36 3.00 5.00
acind 240 0.44 0.15 0.20 0.75
acgd 240 0.11 0.18 0.00 0.67
acd 240 4.16 0.57 4.00 6.00
322 ace 240 011 017 0.00 0.75
bigd 240 0.04 0.19 0.00 1.00
art 240 0.89 0.31 0.00 1.00
fsize (in millions) 240 13,632 25,011 10 140,013
lev 240 0.45 0.28 -1.01 0.99
roa 240 0.06 0.07 —0.14 0.28
Table 3. Note(s): For definition of variables, refer to Table 2

Descriptive statistics ~ Source(s): Authors’ own creation

5.2 Bivariate analysis

Table 4 represents the results of the pairwise correlation matrix and variance inflation factor
(VIF). The matrix shows that audit report lag has a negative and significant correlation with
audit committee size, gender diversity and expertise at 1, 5 and 5% significance levels,
respectively. However, the correlation of audit report lag with audit committee independence
and diligence are found to be insignificant. In terms of control variables, audit report lag has a
negative and significant correlation with Big 4 auditors and ROA and a positive and significant
correlation with audit report type. The highest level of correlation has been observed between
leverage and ROA (—0.36). As the value is lower than the minimum level (0.7), as suggested by
Gujarati (2003), it can be said that there is no presence of multicollinearity in the study.

To provide further assurance regarding the absence of multicollinearity, the study has
conducted a VIF test as well. According to Wooldridge (2016), multicollinearity problems
may arise in the regression model if the average VIF is more than 10. On the other hand, as
noted by Bowerman and O’connell (1990), a mean VIF less than 1 indicates the possibility of
bias in the regression analysis. The findings of the VIF analysis (last column of Table 4) show
that the mean VIF value is 1.25. This further strengthens our assertion that there is no
multicollinearity problem in the study.

5.3 Multivariate analysis

5.3.1 Frequentist vegression analysis. Table 5 shows the results of the regression model used
in the study to assess the relationship between audit committee characteristics and audit
report lag. Model 1(a) represents the results of the PCSE model using the independent
autocorrelation structure, and Model 1(b) represents the results of the PCSE model using the
first-order correlation structure.

The findings show a negative association between audit committee size and audit report
lag, and the relationship is at a 1% significance level. This implies that audit report lag
decreases or the timeliness of audit reports increases in the existence of larger audit
committees. Although this is in contrast with the agency theory, it is in line with the resource
dependence theory. A larger committee can accommodate members with a wider and
different set of skills, knowledge and experience, which can ultimately raise the effectiveness
of the committee. Besides, larger audit committees, due to more manpower, can create
subcommittees to oversee activities like financial reporting and internal control, which
ultimately aid the external auditors to prepare reports more quickly. This is consistent with
the studies conducted by Sultana et al (2015), Al-Qublani et al. (2020) and Afenya et al. (2022).
Thus, Hypothesis 1 can be accepted.
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arl acsize acind acgd acd ace big4 art fsize lev roa VIF
arl 1.00
acsize —0.05" 1.00 127
acind —-0.16 0.00 1.00 117
acgd —0.10" 0.13 027" 1.00 1.32
acd 0.04 0.04 0.08 -0.02 1.00 1.07
ace —0.13" 017" 0.10 0.04 —0.10 1.00 1.18
big4 —018" —0.07 0.11 0.12 —0.11 -0.02 1.00 1.09
art 0.15" 0.12 —0.10 0.06 0.10 —-0.04 -0.02 1.00 1.16
fsize —023" 0.11 022" 033" —0.04 028" 0.10 0.19" 1.00 1.39
lev 0.11 0.04 —0.03 —0.01 0.05 0.19™ —-0.04 —-0.12 0.09 1.00 1.28
roa —0.11 0.30™ —-0.13 0.14 —0.11 —0.05 0.15" 0.23™ 0.08 —0.36" 1.00 156
Mean VIF 1.25
Note(s): * and " indicate level of significance at 1% and 5%, respectively. For definition of variables, refer to Table 2
Source(s): Authors’ own creation
T <17
5 7 8
58 =g =]
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Model 1(a) Model 1(b) Model 2

9,2 Variables Coef. Std. err. Coef. Std. err. Coef. Std. err.
ACSIZE —7.20" 0.65 —1.95"™ 272 —883™ 208
ACIND -313 231 538 171 750 463
ACGD —9.75™ 1.35 —9.34"™ 2.34 —954™ 5.22
ACD 0.37 045 -1.21 149 8.28 7.13

324 ACE —6.05" 2.26 —9.04™ 3.26 —935" 2.16
BIG4 ~766" 817 —851 15.73 173 517
ART 845" 215 9.09™" 431 365 9.05
FSIZE —290"" 0.27 —2.87™ 0.38 756" 8.28
LEV 6.28" 1.44 724 2.74 4.34 9.25
ROA —9.20™" 6.78 —9.49™" 19.44 927" 596
Constant —~196.48™" 20.98 16554 10.50 17450 23.70
Year dummy Yes Yes Yes
Observations 240 240 190
R-squared 0.30 0.37 0.32
Wald y2 30.18™ 1631 278"

Note(s): This table represents the result of the relationship between audit committee characteristics and
audit report lag using Equation (1) and(2). Model 1(a) is estimated by using PCSE model with independent
autocorrelation structure, whereas the Model 1(b) is estimated by using PCSE model with first-order
Table 5. autocorrelation structure. Model 2 is estimated by using lag model where the proxies of audit committee

Regression results characteristics are lagged by one year. Standard errors are in parentheses. ™, ™ and * indicate level of
using PCSE model and significance at 1, 5 and 10%, respectively. For definition of variables, refer to Table 2
lag model Source(s): Authors’ own creation

The regression results also show a negative and significant relationship between gender
diversity in the audit committee and audit report lag at a 1% significance level. This
indicates that the presence of female members in the audit committee can reduce audit report
lag. This supports the resource dependence theory, which suggests that diversity in the
board can overcome the lapses of “group thinking” by offering broader perceptions. Besides,
the high morality and activism of the female members can reduce the possibility of
misstatements in the financial reports and thus improve the timeliness of audit reports. It is
consistent with the studies conducted by Bernardi and Threadgill (2010), Nielsen and Huse
(2010) and Afenya ef al (2022). Thus, Hypothesis 3 can be accepted.

Consistent with the expectation, audit committee expertise shows a positive and
significant association with the audit report lag at a 1% significance level. The results show
that inclusion of an expert in the audit committee can decrease the audit report lag by 6 days
(—6.05). It supports both the agency theory and resource dependence theory. A member with
financial expertise can help the audit committee oversee the activities of the external auditors
more efficiently and mediate the incongruities arising between the management and the
auditor during the audit process. Besides, an expert member can enhance the audit process
by responding to auditors’ inquiries and facilitating their coordination with management.
The findings are consistent with the studies conducted by Bédard et al. (2004), Sultana et al.
(2015) and Afenya et al (2022). Thus, Hypothesis 5 can be accepted.

Model 2 of Table 5 presents the regression results of the variables using the lag model.
Some researchers argue that corporate governance mechanisms like audit committees
cannot have an instant impact on organizations but can influence the different organizational
dimensions in subsequent years (Dalton et al., 1999). Considering the possibility of such
cases, the study has considered the effect of audit committee characteristics in one year on
audit report lag of the subsequent year in Model 2. It can be seen that the results of Model 2
are consistent with those of Model 1. Audit committee size, gender diversity and expertise
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have negative and significant associations with audit report lag. This indicates that larger ~ Asian Journal of
committees and inclusion of female members and expert members not only reduce the audit Economics and

report lag in the contemporary year but also in the subsequent year. However, the association Banking
of audit committee independence and diligence with audit report lag is found to be
insignificant.
Among the control variables, a negative and significant association can be found between
audits performed by Big 4 audit firms and audit report lag in Model 1(a). Due to more 325

resources and efficient manpower, Big 4 audit firms can perform the audit faster. A positive
and significant association between audit report type and lag indicates that it takes more
time to prepare an audit report if the auditor needs to provide a qualified opinion. Firm size is
found to negatively affect audit report lag, as larger firms can put more pressure on auditors
to prepare the reports timely. Leverage is found to have a positive association with lag, as a
high proportion of leverage increases the risks of the client, which causes the auditors to
conduct audits more extensively, ultimately leading to delays in the completion of the audit
process. Finally, a negative and significant association can be found between ROA and audit
report lag. Profitability is considered as positive or good news, and thus, the management
tries to communicate the good news as early as possible, which leads to the timely
publication of audited financial statements.

5.3.2 Bayesian regression analysis. Panel A of Table 6 shows the regression results using
the Bayesian model. The findings align with the frequentist regression analysis (pooled-OLS
with PCSE model), confirming the robustness of the findings. Audit committee size,

Panel A: Bayesian regression results

Variables Posterior mean 95% ClI MCSE
ACSIZE —7.43 [—14.05, —0.96] 0.0031
ACIND —1.53 [—18.39, 14.09] 0.0085
ACGD —8.32 [—22.58, 6.57] 0.0044
ACD 0.11 [—3.87,4.28] 0.0165
ACE —7.60 [—20.23, 6.32] 0.0062
BIG4 —18.87 [—28.17, —7.36] 0.0082
ART 10.89 [3.01, 18.82] 0.0068
FSIZE —299 [—4.18 —1.81] 0.0110
LEV 16.79 [8.14, 25.72] 0.0068
ROA 71.90 [41.54, 106.76] 0.0196
CONSTANT 187.18 [164.96, 210.02] 1.0064
Panel B: MCMC diagnostic results

Independent variables Re statistics
ACSIZE 1.000
ACIND 1.021
ACGD 1.071
ACD 1.032
ACE 1.038
CONSTANT 1.053
VAR 1.000

Note(s): This table represents the result of the relationship between audit committee characteristics and
audit report lag using Bayesian regression with Markov Chain Monte Carlo (MCMC) simulation. Total number

of draws was 12,500 of which 2,500 were discarded. For definition of variables, refer to Table 2. Panel B shows Table 6.
the MCMC convergence results using Gelman—Rubin diagnostic test Regression results
Source(s): Authors’ own creation using Bayesian model
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AJEB independence, gender diversity and expertise are found to inversely affect audit report lag.

92 The association of audit report lag with the control variables also remains the same, except

’ for ROA. In the Bayesian model, ROA is found to positively affect audit report lag, which is in

contrast with the findings of the frequentist approach. This discrepancy likely arises from

the methodological differences of the models, and thus, the relationship between these two

variables cannot be generalized. Panel B of Table 6 shows the results of the MCMC

326 convergence test. According to Gelman and Rubin (1992), if the value of Rc for any coefficient

is less than 1.1, it indicates convergence. The results of Panel B show that all the Rc values of

the independent variables are less than 1.1, and thus, it can be assumed that the convergence
criteria are fulfilled by the MCMC chain.

6. Additional analysis

6.1 Robustness test

To check the robustness of the regression results presented in Table 5 of the study, the
regression model is changed from the PCSE model to the pooled-OLS model and the fixed-
effects model, which are shown in Table 7. Model 3 shows the regression results using the
pooled-OLS model with Driscoll-Kraay standard errors, whereas Model 4 shows the
regression results using the fixed-effects model. The selection of the fixed-effects model was
done using the Hausman test. The rejection of null hypothesis in the Hausman test indicated
the selection of fixed-effect model as a better panel estimator for the panel data of the study.
The results show that audit committee size, gender diversity and expertise have negative and
significant associations with audit report lag. Larger boards, female members and expert
members can increase the efficiency of the audit committee and reduce the delay in preparing
audit reports. Thus, the findings of both models are consistent with the findings of the
frequentist model (Table 5). Besides, the findings regarding the control variables are also
similar to those of the main models.

Model 3 Model 4
Variables Coef. Std. err. Coef. Std. err.
ACSIZE 722" 311 222" 12.31
ACIND -313 8.73 1.82 12.47
ACGD -9.75" 6.97 —-8.84™ 10.98
ACD 037 157 -262" 1.28
ACE —-6.05" 7.07 551" 1457
BIG4 ~7.66" 7.88 ~7.89" 292
ART 845" 374 781" 11.72
FSIZE —-2.90™ 121 —972" 10.67
LEV 628" 401 292 1219
ROA —9.20™" 6.60 -1012" 26.01
CONSTANT —196.48 167.69 —222.79 145.37
Year dummy Yes Yes
Observations 240 240
R-squared 0.20 0.23
Fstat (p-value) 273" 283"
Note(s): This table represents the result of the relationship between audit committee characteristics and
Table 7. audit report lag using Equation (1). Model 3 is estimated by using pooled-OLS model with Driscoll-Kraay
Regression results standard errgr*s,**whergas Model 4 is estimated by using fixed-effects model. Standard errors are in
using pooled-OLS parentheses. , and indicate level of significance at 1,5 and 10%, respectively. For definition of variables,
model and fixed- refer to Table 2
effects model Source(s): Authors’ own creation
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Table 8 represents a subsample analysis by categorizing the sample into large firms and Economics and
small firms. Model 5 shows the results of regression analysis using large firms, whereas Banking
Model 6 shows the results of regression analysis using small firms. The regression results

show that audit committee size, gender diversity and expertise are negatively and

significantly associated with audit report lag. This is consistent with the findings of Table 5

and implies that larger boards, participation of female members and expert members can 327
improve the timeliness of audit reports in large firms. However, among the audit committee
characteristics, only gender diversity is found to be negatively and significantly related to
audit report lag in small firms. It implies that the inclusion of female members in audit
reports reduces the delay in preparing audit reports, irrespective of the firm size. Large firms
tend to have larger boards, which enables the firms to form large subcommittees like audit
committees for better supervision. Besides, large firms have more resources, which facilitate
the audit committee members to effectively perform their responsibilities like maintaining
audit quality, selecting and overseeing external auditors and managing conflicts between
auditors and management. This ultimately reduces the audit report lag.

7. Conclusion and recommendations

The study investigates the association between audit committee characteristics and audit
report lag using a sample of 50 DSE-listed manufacturing companies in Bangladesh.
Audit report lag has been measured using the difference between the balance date and the
audit report signing date by the auditor. To measure audit committee characteristics, five
proxy variables, namely audit committee size, independence, gender diversity, diligence and
expertise, have been used. Hypotheses have been developed through the lenses of agency
theory and resource dependence theory. Big 4 audit firms, audit report type, firm size,
leverage and profitability have been used as control variables.

Model 5 (large firms) Model 6 (small firms)
Variables Coef. Std. err. Coef. Std. err.
ACSIZE 510" 795 —222 1231
ACIND —642 11.23 —~1.82 12.47
ACGD —385™ 957 —4.84" 10.98
ACD 002 257 262 1.28
ACE 536" 13.63 —551 1457
BIG4 —492"™ 525 —7.89 292
ART 6.98" 490 781 11.72
FSIZE —3.75" 2.30 —872" 10.67
LEV 223 493 992" 14.19
ROA —9.80™ 12.11 -11.12" 36.01
CONSTANT —131.09 38,00 —122.79 4537
Year dummy Yes Yes
Observations 121 119
R-squared 0.37 0.24
F-stat (p-value) 365" 422"

Note(s): This table represents the result of the relationship between audit committee characteristics and
audit report lag using Equation (1). Models 5 and 6 is estimated by using PCSE model with first- order

g}utocorrelanon structure for large firms and small firms, respectively. Standard errors are in parentheses. ™, Table 8.
and " indicate level of significance at 1, 5 and 10%, respectively. For definition of variables, refer to Table2  Regression results of
Source(s): Authors’ own creation large vs small firms
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AJEB Using 240 firm-year observations, the study has found that the average audit report lag of the

92 sample firms is 117 days. The regression results show evidence of a negative and significant

’ relationship between audit committee size, gender diversity and expertise with audit report

lag. Besides, these three proxies of audit committee characteristics are also found to reduce

audit report lag in the subsequent financial year. However, no significant relationship has

been found between audit committee independence and diligence with audit report lag. The

328 results remain consistent while using alternative regression models. A subsample analysis

shows that the contribution of audit committees in reducing audit report lag is more

pronounced in large firms, as they can benefit more from ample resources and manpower.

However, female members are found to facilitate reducing audit report lag regardless of the
size of the company.

The study provides several practical implications for policymakers, regulators and
practitioners. The study illustrates the current scenario of audit report lag in Bangladesh and
how effective an audit committee can enhance the timeliness of accounting information by
reducing audit report lag. Organizations should consider expanding their audit committees
in order to take advantage of the broader perspectives and more equitable workloads that
come with larger groups. They should also actively encourage gender diversity in order to
gain access to a variety of ideas and methods for problem-solving. For the purpose of
efficiently handling intricate financial matters and enabling more seamless audits, it is
imperative to give priority to the recruitment of members with significant financial
competence. In addition to improving financial reporting efficiency, these approaches also
improve company governance, boost stakeholder confidence and offer useful direction to
regulatory bodies that want to standardize best practices across industries. Legislators and
oversight bodies should encourage the creation of larger audit committees and push for the
appointment of female members and subject matter experts in such committees. This
strategy is essential for maintaining the timely delivery of audit reports and reducing the
possibility of information asymmetry and earnings manipulation. The study focuses
specifically on Bangladesh, and the generalizability of the findings to other developing
countries is an important consideration. While the unique institutional, regulatory and
cultural contexts of Bangladesh may influence the relationship between audit committee
characteristics and audit report lag, the results provide insights that could be applicable to
other developing economies with similar characteristics.

The findings of this study provide valuable theoretical contributions to the literature on
audit committee characteristics and audit report lag, particularly through the lenses of
agency theory and resource dependency theory. The study emphasizes the critical role that
audit committee features have in reducing problems between stakeholders and management
from the standpoint of agency theory. According to the findings, audit report lag is
considerably decreased by certain audit committee characteristics, including size, gender
diversity and financial skill. The idea that an effective audit committee can improve
oversight and monitoring, reducing managerial opportunism and encouraging timely
financial reporting, is supported by this. These results support the agency theory’s
contention that minimizing information asymmetry and defending shareholder interests
require robust governance frameworks, particularly powerful audit committees.
Furthermore, the study contributes to resource dependency theory by highlighting how
audit committee characteristics provide valuable resources and capabilities that improve
audit efficiency. The results of the study show that audit committee members who have
financial expertise and add diversity to the board are more likely to promote more efficient
audit procedures, which in turn reduces the delay between audit reports. This supports the
resource dependency theory by showing how audit committees, as an essential resource,
improve organizational performance and effectiveness through their expertise, contacts
outside the company and knowledge.
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The study is subject to some limitations. First, only the manufacturing companies were  Asian Journal of
considered in the study. Due to the small sample size, the results cannot be completely Economics and
generalized. Second, the study did not consider some other characteristics of audit Banking
committees like the experience of the members, their involvement in other companies, etc.,
which could have provided more comprehensive results. Finally, although prior archival
research has confirmed the control variables included in the regression models, it is plausible
that other variables that could affect audit report latency are not included in the analysis. 329

This study will pave the way for future research. Further studies can be done on financial
companies to investigate the consistency of the results. The impact of factors like board
characteristics and internal control on audit report lag can be examined. Finally, the role of
audit quality and earnings quality in reducing audit report lag can also be assessed.
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