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Board Members With Style: The Effect of Audit Committee

Members and Their Personal Styles on Financial

Reporting Choices
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Conclusion

This article examines whether individual-specific “‘styles” of audit committee members and
chairs have an impact on firms’ financial reporting practices. Focusing on two categories of
financial reporting choice variables—the probability of accounting misstatements and earnings
management—I find evidence that audit committee members (chairs) exhibit individual-
specific styles in influencing the financial reporting choices. The overall effect of members
(chairs) is not explained by observable characteristics (gender, age, educational and professional
backgrounds) found by prior literature (Abbott et al., 2004; Bédard et al., 2004; Klein, 2002).

The findings are robust to a series of sensitivity tests: I first control for CEO (CFO)
fixed effects to address the concern that audit committee member fixed effects are captur-
ing the influence of management. I then count the number of significant member (chair)
fixed effects to make sure that the significance of the F-statistics is not merely driven by a
small number of member (chair) indicator variables. I also conduct “‘placebo tests’” to miti-
gate the possibility that unobservable similarities across firms that have the same audit
committee member (chair) drive my test results. Finally, I perform the tests with a subsam-
ple of members (chairs) who started their jobs post 2000, and control for board and audit
committee characteristics.
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