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Abstract 

This thesis examines the effect of overlapping membership on audit and  

compensation committees from the perspective of auditors. Using 6,550 firm-year 

observations in the U.S. during 2003-2010, the results show that 1 firms with higher 

overlapping audit and compensation committee members have higher financial

reporting quality; 2 firms with higher financial reporting quality have less audit fees;

3 firms with higher overlapping audit and compensation committee members have 

less audit fees; and 4 overlapping membership on audit and compensation committees

not only directly affects audit fees, but also indirectly affects audit fees through

financial reporting quality.

Keywords: overlapping membership; audit committee; compensation committee; 

financial reporting quality; audit fees. 
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Chandar et al. (2012)

der Zahn et al. (2005)

Liao and Hsu (2013)

Laux and Laux (2009)

CEO (pay-

performance sensitivity of CEO compensation)

CEO (stock-based CEO compensation) CEO

(Laux and Laux 2009) Hoitash and Hoitash (2009)
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CEO

Zheng and 

Cullinan (2010)

(option-based compensation)

(Phillips 1999; Beaulieu 2001;

Houston 1999; Cohen and Hanno 2000)

(Bedard and Johnstone 

2004)

(1)

(2)

(3)



 

3 
 



 

4 
 

1

2

1

A B

C

C

B

A

ABSDA_D ABSDA_P



 

5 
 

(Hoitash and Hoitash 2009)

(Dechow et al. 1996; McMullen 1996; Beasley et al. 

2000)

(Bergstresser and Philippon 2006)

Balsam (1998) (positive discretionary 

accruals) CEO

Cheng and Warfield (2005) Bergstresser and Philippon (2006)

Efendi et al. (2007) (equity incentives)

Vafeas and Waegelein (2007)

(long-term performance plans)
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(Moody's Investors Service 2006)

(KPMG 

2008)

(Ernst & Young 2009)

(Chandar et al. 2012)

(Hermanson et al. 2012)

Zheng and Cullinan (2010)

(option-based compensation)

Chandar et al. (2012)
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SOX (Linck et al. 2009)

(Fich and 

Shivdasani 2006; Jiraporn et al. 2008; Liao and Hsu 2013) Ferris et al. (2003)

H1:
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(Christie and Zimmerman 1994)

(Subramanyam 1996)

(DeAngelo 1988; DeAngelo et al. 1994; Perry and Williams 1994;

Warfield et al. 1995; Guay et al. 1996)

(Richardson et al. 2002)

Balsam (1998)

Bergstresser and Philippon (2006)

(Messier et al. 2008)

(Houston 1999; Phillips 1999; Beaulieu 2001) Beaulieu (2001)

Venkataraman et al. (2008) (Initial 

Public Offerings)

Heninger (2001)
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(Gordon 

2002)

(Bedard and Biggs 1991; Johnson et al. 1991; Solomon et al. 1999;

Johnstone and Bedard 2003)

(Bedard and Johnstone 2004)

Bedard and Johnstone (2004)

Gul et al. (2003) (1)

(2)

(3) 

Abbott et al. (2006) (income increasing 

discretionary accruals)

(income-decreasing discretionary accruals)

Johnstone and Bedard (2001)
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H2:
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(Moody's Investors Service 2006)

(Ernst & Young 2009)

Chandar et al. (2012)

Zheng and 

Cullinan (2010)

(Fich and Shivdasani 2006; Jiraporn et al. 2008)

(Laux and Laux 2009; Liao and Hsu 2013)
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(Hoitash and Hoitash 2009; Laux and Laux 

2009; Liao and Hsu 2013)

(Messier et al. 2008)

(Beasley et 

al. 2000) Cohen and Hanno (2000)
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Tsui et al. (2001)

(Cohen and Hanno 2000)

H3:
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.

Corporate Library

2003 2010

Compustat

Audit Analytics

1 Panel A 6,550 1

Panel B 3,598

1,091 1 Panel B

70~80%
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.

1. Corporate Library 

Corporate Library

2. Compustat 

Compustat

3. Audit Analytics

Audit Analytics
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1

Panel A: 

2003 2010 Corporate Library 22,047

:

(597)

(3,441)

Compustat (7,860)

Audit Analytics (3,599)

6,550

Panel B: 

( )

%

(10-14) 331 249 0.752

(20-39) 3,598 2,625 0.730

(40-49) 813 641 0.788

(50-51) 215 165 0.767

(52-59) 502 368 0.733

(70-89) 1,091 857 0.786

6,550 4,905 0.749
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( )

1 A (1)

(1) (OVERLAP)

Chandar et al. (2012)

(ABSDA)

(SIZE)

Barua et al. (2010)

(LEV) Petroni and Yanyan Wang (2010)

(LOSS) 1 0

Barua et al. (2010) Prawitt et al. (2009)

(INVREC) 

ABSDAi,t  = β0 +β1OVERLAPi,t +β2SIZEi,t +β3LEVi,t +β4LOSSi,t +β5INVRECi,t +β6ROAi,t    

              +β7BVMVi,t +β8SGROWTHi,t +β9OCFi,t +β10FIRMi,t +β11GCi,t +β12FIRSTi,t   

              +β13OCFVOLi,t +β14 SALESVOLi,t +β15CYCLEi,t +β16DUALi,t +β17BUSYi,t  

              +β18AUSIZEi,t +β19AUINDi,t +β20BDSIZEi,t +β21-27Yeari + β28-32Industryt     

              +εi,t 

(1) 
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(Ittonen et al. 2013)

(ROA) Barua et al. (2010)

(BVMV) Barua et al. (2010)

(SGROWTH) Barua et 

al. (2010)

(OCF)

Barua et al. (2010)

(FIRM)

1 0

(Becker et al. 

1998) (GC)

1 0

(Gotti et al. 2012)

(FIRST)

1 0 Venkataraman et al. (2008)

(OCFVOL) Petroni and Yanyan Wang (2010)

(SALESVOL) Petroni and Yanyan Wang (2010)

(CYCLE) ( /360)/ + (

/360)/ Dechow and Dichev (2002)
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CEO (DUAL) CEO 1 0

Cohen et al. (2014) CEO

(BUSY) Liao and Hsu (2013)

(AUSIZE) Larcker et al. (2007)

(AUIND) Larcker et al. (2007)

(BDSIZE) Chandar et al. (2012)

Year

Industry

(ABSDA) Dechow and Dichev 

(performance-adjusted discretionary accruals)

1 Dechow and Dichev ( DD )

McNichols (2002) Francis et al. (2005) Dichev and 

Skinner (2002) (cross-sectional)

(SIC code) (year-industry) (1a)

20 (1a)

(1b) (TCA_N

(TCA) (TCA_N DD

(ABSDA_D) DD

(1a)

(1b)
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2

Kothari et al. (2005) Kothari et al. 

(2005)

modified Jones model ROAA

(year-industry) (1d)

20 (1d) (1e)

(ACCR_N (ACCR)

(ACCR_N (ABSDA_P)

ABSDA_D i,t = TCAi,t - TCA_Ni,t  

(1c)

:

TCA = (∆CAi,t − ∆CLi,t − ∆Cashi,t + ∆STDEBTi,t)/

TCA_N = /

ABSDA_D = DD

∆CA = −

∆CL = −

∆Cash = −

∆STDEBT = −

CFO = /

ΔREV = ( − )/

PPE = /
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1

B (2)

 (1d) 

 

 (1e) 

ABSDA_Pi,t = ACCRi,t -ACCR_Ni,t  

(1f) 

:

ACCR = (∆NCCAi,t − ∆NICLi,t − DEPAMORi,t) /

ACCR_N = /

ABSDA_P =

∆NCCA = −

∆NICL = −

DEPAMOR =

ASSET =

ΔREVA = ( − )/

PPEA = /

ROAA = /

FEEi,t  = β0 +β1ABSDAi,t +β2SIZEi,t +β3LEVi,t +β4LOSSi,t +β5INVRECi,t +β6ROAi,t +β7GCi,t  

           +β8FIRSTi,t +β9FIRMi,t +β10EMPLOYEEi,t +β11SEGMENTi,t +β12FOREIGNi,t  

           +β13INDEXPi,t +β14DUALi,t +β15BUSYi,t +β16AUSIZEi,t +β17AUINDi,t  

           +β18BDSIZEi,t +β19-25Yeari +β26-30Industryt +εi,t                     (2) 
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(2) (ABSDA)

(FEE) Carcello et al.; Abbott et al FEE

(SIZE) Gotti et al. (2012)

Simunic (1980)

(LEV) Gotti et al. (2012)

(LOSS) 1

0 Gotti et al. (2012)

(INVREC) Gotti et al. 

(2012)

(ROA) Gotti et al. (2012)

(GC)

1 0 Gotti et al. (2012)

(FIRST)

1 0 (FIRM)

1 0 Gotti et al. (2012)

(EMPLOYEE) Gotti et al. 

(2012)

(SEGMENT) Chan et al. (2012)

(FOREIGN)

(Eshleman and Guo 2013)
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1 0

(INDEXP) Balsam et al. (2003)

1 0

CEO (DUAL) CEO 1 0

Cohen et al. (2014) CEO

(BUSY) Liao and Hsu (2013)

(AUSIZE)

Larcker et al. (2007) Vafeas and 

Waegelein (2007)

(AUIND)

(Abbott et al. 2003)

(BDSIZE) Gotti et al. 

(2012) Year

Industry

1 C (1) (2) (3) (4)

(3) (OVERLAP)

(FEE) (2) (3)

FEEi,t  = β0 +β1OVERLAPi,t +β2SIZEi,t +β3LEVi,t +β4LOSSi,t +β5INVRECi,t +β6ROAi,t  

          +β7GCi,t +β8FIRSTi,t +β9FIRMi,t +β10EMPLOYEEi,t +β11SEGMENTi,t  

          +β12FOREIGNi,t +β13INDEXPi,t +β14DUALi,t +β15BUSYi,t +β16AUSIZEi,t  

          +β17AUINDi,t +β18BDSIZEi,t +β19-25Yeari +β26-30Industryt +εi,t   

(3) 
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(4) (OVERLAP)

(ABSDA) (FEE)

Baron and Kenny (1986) (4)

(2)

(4) (1) (2) (3)

1. (OVERLAP) (FEE)

(ABSDA) (FEE)

(mediate)

2. (OVERLAP) (FEE)

(ABSDA) (FEE)

(fully mediate) 

FEEi,t  = β0 +β1OVERLAPi,t +β2ABSDAi,t +β3SIZEi,t +β4LEVi,t +β5LOSSi,t +β6INVRECi,t  

           +β7ROAi,t +β8GCi,t +β9FIRSTi,t +β10FIRMi,t +β11EMPLOYEEi,t +β12SEGMENTi,t  

           +β13FOREIGNi,t +β14INDEXPi,t +β15DUALi,t +β16BUSYi,t +β17AUSIZEi,t  

           +β18AUINDi,t +β19BDSIZEi,t +β20-26Yeari +β27-31Industryt +εi,t    

(4) 
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3. (OVERLAP) (FEE)

(ABSDA) (FEE)

(partially mediate) 
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2

FEE =
OVERLAP = /

ABSDA =
ABSDA_D = DD
ABSDA_P =
SIZE =
LEV = /
LOSS = 1 0
INVREC = ( + )/
ROA = /
BVMV = /
SGROWTH = ( - )/
OCF = /
FIRM = 1 0
GC = 1 0
FIRST = 1 0
OCFVOL =
SALESVOL =
CYCLE = ( /360)/( )+ ( /360)/( )
EMPLOYEE =
SEGMENT =
FOREIGN = 1 0
INDEXP = 1 0
DUAL = CEO 1 0
BUSY = /
AUSIZE =
AUIND = /
BDSIZE =
TCA = (∆CAi,t − ∆CLi,t − ∆Cashi,t + ∆STDEBTi,t)/

TCA_N = /
∆CA = −
∆CL = −
∆Cash = −
∆STDEBT = −
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2 ( )

CFO = /
ΔREV = ( − )/
PPE = /
ACCR = (∆NCCAi,t − ∆NICLi,t − DEPAMORi,t)/

ACCR_N = /
∆NCCA = −
∆NICL = −
DEPAMOR =
ASSET =
ΔREVA = ( − )/
PPEA = /
ROAA = /
Year =
Industry =
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3

3 (FEE) 14.191

14.096 1.046 13.484 14.851 (

2,657,415 1,325,000 4,212,076

718,215 2,819,000) DD

(ABSDA_D) 0.031 0.021 0.036

0.009 0.041 (ABSDA_P)

0.062 0.042 0.063 0.019

0.082 (OVERLAP)

0.438 0.400 0.343 0 0.666

40% 0.343
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3

FEE 14.191 14.096 1.046 13.484 14.851
ABSDA_D 0.031 0.021 0.036 0.009  0.041
ABSDA_P 0.062 0.042 0.063 0.019   0.082
OVERLAP 0.438 0.400 0.343 0 0.666
SIZE 7.280 7.131 1.541 6.140 8.285
LEV 0.491 0.491 0.217 0.326 0.635  
LOSS 0.191 0 0.393 0 1
INVREC 0.239 0.225 0.150 0.115 0.334
ROA 0.034 0.049 0.109 0.015  0.087
BVMV 0.518 0.454 0.347 0.282 0.676
SGROWTH 0.076 0.063 0.193 -0.009  0.160
OCF 0.112 0.107 0.093 0.065 0.162
FIRM 0.911 1 0.283 0 1
GC 0.003 0 0.056 0 1
FIRST 0.031 0 0.173 0 1
OCFVOL 0.047 0.037 0.038 0.022 0.060
SALESVOL 0.134 0.103 0.109 0.058 0.172
CYCLE 114.875 104.665 69.139 65.850 146.108
EMPLOYEE 1.447 1.435 1.594 0.336 2.541
SEGMENT 1.703 1.791 0.776 1.098 2.397
FOREIGN 0.902 1 0.296 0 1
INDEXP 0.296 0 0.456 0 1
DUAL 0.561 1 0.496 0 1
BUSY 0.052 0 0.100 0 0.090
AUSIZE 3.318 3 1.211 3 4
AUIND 0.928 1 0.194 1 1
BDSIZE 8.839 9 2.134 7 10
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(Pearson correlation coefficients analysis)

4 4

(OVERLAP) (FEE)

DD (ABSDA_D)

(ABSDA_P) (FEE)

(ABSDA_P) (OVERLAP)

DD (ABSDA_D) 

(OVERLAP)

(SIZE) (FEE)

(SIZE) (EMPLOYEE) 0.7

0.7

(variance inflation factor VIF)

ABSDA (1)

(FEE) (2) (3) (4) 5

6 5 6

4
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4
FEE OVERLAP ABSDA_D ABSDA_P SIZE LEV

FEE 1.000

OVERLAP -0.248 *** 1.000

ABSDA_D -0.061 *** 0.013 1.000

ABSDA_P -0.128 *** 0.027 ** 0.313 *** 1.000

SIZE 0.733 *** -0.265 *** -0.139 *** -0.204 *** 1.000

LEV 0.323 *** -0.117 *** 0.007 -0.129 *** 0.402 *** 1.000

LOSS -0.065 *** 0.037 *** 0.116 *** 0.132 *** -0.204 *** 0.061 ***

INVREC 0.002 0.058 *** 0.112 *** -0.028 ** -0.205 *** -0.064 ***

ROA 0.044 *** -0.030 ** -0.101 *** -0.106 *** 0.174 *** -0.140 ***

BVMV 0.009 0.095 *** -0.010 -0.059 *** -0.033 *** -0.133 ***

SGROWTH -0.094 *** 0.057 *** 0.026 ** 0.080 *** -0.019 -0.062 ***

OCF -0.036 *** -0.003 -0.075 *** -0.040 *** 0.103 *** -0.161 ***

FIRM 0.242 *** -0.055 *** -0.055 *** -0.065 *** 0.312 *** 0.179 ***

GC 0.023 * 0.043 *** 0.032 *** 0.032 *** 0.000 0.080 ***

FIRST -0.037 *** 0.030 *** 0.026 ** 0.026 -0.084 *** -0.027

OCFVOL -0.245 *** 0.218 *** 0.231 *** 0.231 *** -0.344 *** -0.140 ***

SALESVOL -0.136 *** 0.125 *** 0.113 *** 0.113 *** -0.226 *** -0.050 ***

CYCLE 0.078 *** 0.102 *** 0.059 *** 0.059 *** -0.074 *** -0.207 ***

EMPLOYEE 0.604 *** -0.121 *** -0.226 *** -0.226 *** 0.749 *** 0.315 ***

SEGMENT 0.291 *** -0.039 *** -0.129 *** -0.129 *** 0.271 *** 0.188 ***

FOREIGN 0.022 * 0.006 ** 0.039 0.039 *** -0.141 *** -0.183 ***

INDEXP 0.031 ** -0.040 *** 0.009 -0.015 0.059 *** 0.032 **

DUAL 0.064 *** -0.044 -0.091 *** -0.091 *** 0.128 *** 0.083 ***

BUSY 0.128 *** -0.026 *** -0.030 ** -0.030 ** 0.200 *** 0.117 ***

AUSIZE 0.149 *** -0.044 *** -0.078 *** -0.078 *** 0.247 *** 0.135 ***

AUIND 0.088 *** 0.001 *** -0.015 -0.015 0.095 *** 0.023

BDSIZE 0.459 *** -0.070 *** -0.153 *** -0.153 *** 0.573 *** 0.302 ***

* ** *** 10% 5% 1% ( )
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4 ( )
LOSS INVREC ROA BVMV SGROWTH OCF

LOSS 1.000

INVREC -0.078 *** 1.000

ROA -0.699 *** 0.096 *** 1.000

BVMV 0.209 *** 0.068 *** -0.267 *** 1.000

SGROWTH -0.241 *** 0.173 *** 0.251 *** -0.216 *** 1.000

OCF -0.434 *** -0.061 *** 0.605 *** -0.252 *** 0.172 *** 1.000

FIRM -0.034 *** -0.094 *** 0.012 -0.072 *** -0.001 0.027 **

GC 0.068 *** 0.012 -0.073 *** 0.033 *** -0.019 -0.052 ***

FIRST 0.036 *** 0.017 -0.057 *** 0.033 *** 0.016 -0.058 ***

OCFVOL 0.214 *** 0.048 *** -0.191 *** -0.055 *** 0.050 *** -0.115 ***

SALESVOL 0.086 *** 0.225 *** -0.057 *** 0.022 * 0.115 *** -0.038 ***

CYCLE 0.064 *** 0.365 *** -0.035 *** 0.027 ** -0.114 *** -0.136 ***

EMPLOYEE -0.232 *** 0.105 *** 0.228 *** -0.046 *** 0.050 *** 0.137 ***

SEGMENT -0.054 *** 0.033 *** 0.017 0.092 *** -0.082 *** -0.045 ***

FOREIGN 0.032 *** 0.192 *** 0.028 -0.070 *** 0.040 *** 0.056 ***

INDEXP 0.007 -0.007 -0.017 0.001 0.013 -0.020

DUAL -0.086 *** -0.000 0.068 *** -0.030 ** 0.043 *** 0.039 ***

BUSY -0.052 *** -0.018 0.053 *** -0.122 *** 0.053 *** -0.018

AUSIZE -0.150 *** -0.005 0.124 *** -0.158 *** -0.005 0.041 ***

AUIND -0.047 *** 0.035 *** 0.060 *** -0.056 *** -0.027 ** 0.005

BDSIZE -0.116 *** -0.075 *** 0.067 *** -0.028 ** -0.037 *** -0.003

* ** *** 10% 5% 1% ( )
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4 ( )
FIRM GC FIRST OCFVOL SALESVOL CYCLE EMPLOYEE

FIRM 1.000

GC 0.008 1.000

FIRST -0.165*** 0.021* 1.000

OCFVOL -0.106*** 0.024** 0.041*** 1.000

SALESVOL -0.118*** 0.031** 0.027** 0.360*** 1.000

CYCLE -0.040*** -0.013 0.031** 0.072*** -0.058*** 1.000

EMPLOYEE 0.240*** 0.002 -0.075*** -0.347*** -0.105*** -0.137*** 1.000

SEGMENT 0.076*** 0.007 -0.029** -0.167*** -0.034*** -0.015 0.233***

FOREIGN -0.047*** -0.017 0.017 0.068*** 0.057*** 0.129*** 0.054***

INDEXP 0.190*** -0.001 -0.019 0.001 0.030** -0.016 0.037***

DUAL 0.029** -0.004 0.007 -0.082*** -0.038*** -0.008 0.114***

BUSY 0.093*** -0.009 -0.026** -0.070*** -0.071*** -0.024** 0.165***

AUSIZE 0.085*** 0.007 -0.015 -0.087*** -0.028** -0.030** 0.195***

AUIND 0.077*** -0.019 0.000 -0.037*** -0.001 0.032*** 0.103***

BDSIZE 0.189*** 0.005 -0.057*** -0.211*** -0.142*** -0.080*** 0.479***

SEGMENT FOREIGN INDEXP DUAL BUSY AUSIZE AUIND

SEGMENT 1.000

FOREIGN -0.097*** 1.000

INDEXP 0.009 -0.119*** 1.000

DUAL 0.045*** -0.035*** -0.007 1.000

BUSY -0.069*** -0.038*** 0.014 0.047*** 1.000

AUSIZE 0.092*** -0.114*** 0.033*** 0.078*** 0.179*** 1.000

AUIND 0.027** -0.021* -0.001 -0.006 0.043*** 0.113*** 1.000

BDSIZE 0.244*** -0.149*** 0.057*** 0.003 0.125*** 0.318*** 0.063***

* ** *** 10% 5% 1% ( )
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5 (1) VIF

VIF
ROA 2.67
SIZE 2.16
LOSS 2.05
BDSIZE 1.74
OCF 1.71
LEV 1.49
INVREC 1.46
CYCLE 1.38
OCFVOL 1.34
BVMV 1.29
SALESVOL 1.28
SGROTH 1.22
OVERLAP 1.21
AUSIZE 1.20
FIRM 1.16
BUSY 1.09
DUAL 1.04
FIRST 1.04
AUIND 1.04   
GC 1.02
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6 (2) (3) (4) VIF

VIF
ABSDA_D ABSDA_P

SIZE 3.59 3.59
EMPLOYEE 2.92 2.93
ROA 2.06 2.06
LOSS 2.02 2.02
BDSIZE 1.77 1.77
LEV 1.33 1.33
INVREC 1.30 1.28
FIRM 1.20 1.20
OVERLAP 1.19 1.19
AUSIZE 1.18 1.18
FOREIGN 1.16 1.16
SEGMENT 1.14 1.14
BUSY 1.09 1.09
ABSDA 1.05 1.08
INDEXP 1.05 1.05
DUAL 1.04 1.04
FIRST 1.03 1.03
AUIND 1.03 1.03
GC 1.02 1.02
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(1) (2)

(3)

(4) OVERLAP ABSDA

2 (1) (2) (3)

3 (4) heteroskedasticity

(1) (2) (3) (4) White (1980)

2 (1) (2) (3)

A B

C

ABSDA_D
P=0.008

B
ABSDA_PABSDA_D

ABSDA_P
P=0.011

A ABSDA_P
P=0.007

ABSDA_D
P=0.023

C

P=0.000
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(1) 7 7

(OVERLAP) DD

(ABSDA_D) (ABSDA_P)

-0.003 -0.006 P-value 0.023 0.007

Chandar et al. (2012)

(LEV) (LOSS)

(INVREC) (SGROWTH) (OCFVOL)

(SALESVOL) (CYCLE) DD

(ABSDA_D) (ABSDA_P)

(SIZE) CEO (DUAL) ABSDA_D

ABSDA_P
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7 (1)

ABSDA
ABSDA_D ABSDA_P

P-value P-value
Intercept 0.020 ***0.000 0.092 ***0.000
OVERLAP - -0.003 **0.023 -0.006 ***0.007
SIZE - -0.001 ***0.000 -0.003 ***0.000
LEV + 0.011 ***0.000 -0.019 ***0.000
LOSS + 0.004 ***0.007 0.011 ***0.000
INVREC + 0.017 ***0.000 -0.038 ***0.000
ROA - -0.008 0.407 -0.037 ***0.005
BVMV - -0.002 0.231 -0.012 ***0.000
SGROWTH + 0.009 ***0.008 0.034 ***0.000
OCF + 0.003 0.730 0.019 0.165
FIRM - -0.002 0.235 -0.002 0.537 
GC + 0.020 0.208 0.039 *0.057
FIRST + 0.002 0.432 0.000 0.929 
OCFVOL + 0.160 ***0.000 0.232 ***0.000
SALESVOL + 0.012 **0.011 0.028 ***0.000
CYCLE + 0.000 ***0.000 0.000 ***0.000
DUAL ? -0.001 *0.084 -0.006 ***0.000
BUSY + 0.000 1.000 0.000 0.948
AUSIZE ? 0.000 0.564 -0.000 0.828
AUIND ? 0.004 *0.073 0.001 0.649
BDSIZE - -0.000 0.877 -0.001 ***0.001

Year Yes Yes
Industry Yes Yes
N 6,550 6,550
Adjusted R2 0.083 0.122

* ** *** 10% 5% 1% ( )
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(2)

8 8 DD

(ABSDA_D) (ABSDA_P)

0.522 0.300 P-value 0.008 0.011

Bedard and Johnstone (2004) Gul et al. (2003) Abbott

et al. (2006)

(SIZE) (LEV) (LOSS)

(INVREC) (FIRST) (FIRM)

(EMPLOYEE) (SEGMENT) (FOREIGN)

(BUSY) (BDSIZE)

(ROA)

(1) (2)
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8 (2)

FEE
ABSDA_D ABSDA_P

P-value P-value
Intercept 8.760 ***0.000 8.619 ***0.000
ABSDA + 0.522 ***0.008 0.300 **0.011 
SIZE + 0.516 ***0.000 0.474 ***0.000
LEV + 0.142 ***0.000 0.109 ***0.004
LOSS + 0.113 ***0.000 0.116 ***0.000
INVREC + 0.997 ***0.000 0.713 ***0.000
ROA - -0.613 ***0.000 -0.588 ***0.000
GC + 0.148 0.385 0.186 0.258
FIRST ? 0.130 ***0.006 0.126 ***0.009
FIRM + 0.116 ***0.000 0.138 ***0.000 
EMPLOYEE + 0.021 **0.021 0.044 ***0.000 
SEGMENT + 0.115 ***0.000 0.146 ***0.000 
FOREIGN + 0.190 ***0.000 0.281 ***0.000 
INDEXP ? -0.003 0.823 -0.005 0.759
DUAL ? 0.006 0.687 0.003 0.813
BUSY ? 0.224 ***0.010 0.349 ***0.000
AUSIZE + 0.009 0.260 0.006 0.443
AUIND + 0.032 0.412 0.051 0.208
BDSIZE + 0.019 ***0.000 0.017 ***0.000

Year Yes Yes
Industry Yes Yes
N 6,550 6,550
Adjusted R2 0.719 0.692

* ** *** 10% 5% 1% ( )
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(3) 9 9

(OVERLAP) (FEE) -0.141

P-value 0.001

9 (4)

(SIZE) (LEV) (LOSS)

(INVREC) (FIRST) (FIRM)

(EMPLOYEE) (SEGMENT) (FOREIGN)

(BUSY) (AUSIZE) (BDSIZE)

(ROA)
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9 (3)

FEE
P-value

Intercept 8.923 ***0.000 
OVERLAP - -0.141 ***0.000
SIZE + 0.512 ***0.000
LEV + 0.145 ***0.000
LOSS + 0.115 ***0.000
INVREC + 1.017 ***0.000
ROA - -0.615 ***0.000
GC + 0.204 0.227
FIRST ? 0.136 ***0.004 
FIRM + 0.099 ***0.000
EMPLOYEE + 0.022 **0.016
SEGMENT + 0.116 ***0.000
FOREIGN + 0.188 ***0.000
INDEXP ? -0.003 0.867
DUAL ? 0.003 0.856 
BUSY ? 0.198 **0.022 
AUSIZE + 0.015 *0.053 
AUIND + 0.041 0.297
BDSIZE + 0.011 **0.027

Year Yes
Industry Yes
N 6,550
Adjusted R2 0.720

* ** *** 10% 5% 1% ( )
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3 (4)

A B

C

A

ABSDA_P
P=0.019

ABSDA_D
P=0.014

C

B
ABSDA_D ABSDA_P

P=0.000
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(4) 10 10

(OVERLAP) DD (ABSDA_D)

(ABSDA_P)

(OVERLAP) (FEE)

P-value 0.001 DD (ABSDA_D)

(ABSDA_P) (FEE) P-value

0.014 0.019 ―

(partially 

mediate) 

(SIZE) (LEV) (LOSS)

(INVREC) (FIRST) (FIRM)

(EMPLOYEE) (SEGMENT) (FOREIGN)

(BUSY) (AUSIZE) (BDSIZE)

(ROA)
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10 (4)

FEE
ABSDA_D ABSDA_P

P-value P-value
Intercept 8.906 ***0.000 8.772 ***0.000
OVERLAP - -0.139 ***0.000 -0.147 ***0.000 
ABSDA + 0.486 **0.014 0.276 **0.019
SIZE + 0.511 ***0.000 0.471 ***0.000 
LEV + 0.140 ***0.000 0.107 ***0.005
LOSS + 0.112 ***0.000 0.115 ***0.000 
INVREC + 1.001 ***0.000 0.714 ***0.000 
ROA - -0.612 ***0.000 -0.587 ***0.000 
GC + 0.194 0.247 0.234 0.148 
FIRST ? 0.135 ***0.004 0.132 ***0.006
FIRM + 0.101 ***0.000 0.121 ***0.000
EMPLOYEE + 0.023 **0.011 0.045 ***0.000
SEGMENT + 0.117 ***0.000 0.148 ***0.000
FOREIGN + 0.189 ***0.000 0.278 ***0.000
INDEXP ? -0.032 0.837 -0.005 0.755
DUAL ? 0.003 0.803 0.001 0.943
BUSY ? 0.199 **0.021 0.323 ***0.000
AUSIZE + 0.015 *0.054 0.013 0.107
AUIND + 0.039 0.320 0.058 0.152
BDSIZE + 0.011 **0.026 0.008 0.102

Year Yes Yes
Industry Yes Yes
N 6,550 6,550
Adjusted R2 0.720 0.694

* ** *** 10% 5% 1% ( )
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. 2007 2008

2003 2010

2007 2008

2007

2008

2007 2008

2007 2008 (1) (2) (3) (4)

11 12 13 14 11

(OVERLAP) DD (ABSDA_D)

(ABSDA_P) 7

12 DD (ABSDA_D)

(ABSDA_P) (FEE)

8 13

(OVERLAP) (FEE)

9

14

(OVERLAP) (FEE) DD

(ABSDA_D) (ABSDA_P)
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(FEE) 10

P-value (1) 7

DD

(OVERLAP) P-value 0.023

(OVERLAP) P-value

0.007 11 0.070 0.086 2007 2008

(2) 8 DD

(ABSDA_D) (ABSDA_P) P-value

0.008 0.011 12 0.083 0.022 2007 2008

DD (ABSDA_D)

(3) 9

(OVERLAP) P-value 0.001 13 0.001

(3)

(4)

(4)

10 14

(OVERLAP) P-value 0.001 2007 2008
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10 DD (ABSDA_D)

(ABSDA_P) P-value 0.014 0.019 14 0.032

0.017 5% (partially

mediate) 2007 2008



 

49 
 

11 (1) 2007 2008

ABSDA
ABSDA_D ABSDA_P

P-value P-value
Intercept 0.020 ***0.003 0.081 ***0.000
OVERLAP - -0.003 *0.070 -0.005 *0.086
SIZE - -0.002 ***0.000 -0.003 ***0.000
LEV + -0.002 ***0.001 -0.016 ***0.006
LOSS + 0.006 ***0.003 0.011 ***0.001
INVREC + 0.016 ***0.001 -0.036 ***0.000
ROA - 0.003 0.813 -0.057 ***0.007
BVMV - -0.000 0.979 -0.013 ***0.000
SGROWTH + 0.008 **0.035 0.029 ***0.000
OCF + 0.001 0.926 0.043 **0.017
FIRM - -0.003 0.180 -0.001 0.720
GC + 0.026 0.280 0.050 *0.057
FIRST + 0.001 0.726 -0.000 0.962
OCFVOL + 0.160 ***0.000 0.232 ***0.000
SALESVOL + 0.013 **0.030 0.029 ***0.001
CYCLE + 0.000 ***0.000 0.000 ***0.000
DUAL ? -0.000 0.393 -0.007 ***0.000
BUSY + 0.002 0.504 -0.003 0.722
AUSIZE ? 0.000 0.306 -0.000 0.582
AUIND ? 0.006 0.111 0.016 **0.018
BDSIZE - 0.000 0.686 -0.001 **0.015

Year Yes Yes
Industry Yes Yes
N 4,596 4,596
Adjusted R2 0.086 0.134

* ** *** 10% 5% 1% ( )
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12 (2) 2007 2008

FEE
ABSDA_D ABSDA_P

P-value P-value
Intercept 8.586 ***0.000 8.423 ***0.000
ABSDA + 0.400 *0.083 0.553 **0.022
SIZE + 0.519 ***0.000 0.477 ***0.000
LEV + 0.204 ***0.000 0.150 ***0.001
LOSS + 0.123 ***0.000 0.132 ***0.000
INVREC + 1.042 ***0.000 0.718 ***0.000
ROA - -0.641 ***0.000 -0.595 ***0.000
GC + 0.337 0.237 0.399 0.148
FIRST ? 0.134 **0.019 0.125 **0.028
FIRM + 0.089 ***0.011 0.120 ***0.001
EMPLOYEE + 0.025 **0.030 0.048 ***0.000
SEGMENT + 0.110 ***0.000 0.141 ***0.000
FOREIGN + 0.182 ***0.000 0.279 ***0.000
INDEXP ? 0.006 0.734 0.004 0.820
DUAL ? 0.013 0.440 0.012 0.482
BUSY ? 0.198 **0.032 0.325 ***0.001
AUSIZE + 0.006 0.505 0.005 0.638
AUIND + 0.166 **0.013 0.201 ***0.003
BDSIZE + 0.022 ***0.000 0.020 ***0.000

Year Yes Yes
Industry Yes Yes
N 4,596 4,596
Adjusted R2 0.726 0.700

* ** *** 10% 5% 1% ( )
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13 (3) 2007 2008

FEE
P-value

Intercept 8.730 ***0.000
OVERLAP - -0.139 ***0.000
SIZE + 0.515 ***0.000
LEV + 0.204 ***0.000
LOSS + 0.126 ***0.000
INVREC + 1.060 ***0.000
ROA - -0.634 ***0.000
GC + 0.392 0.157
FIRST ? 0.137 **0.016
FIRM + 0.072 **0.040
EMPLOYEE + 0.026 **0.020
SEGMENT + 0.111 ***0.000
FOREIGN + 0.181 ***0.000
INDEXP ? 0.008 0.680
DUAL ? 0.010 0.549
BUSY ? 0.171 *0.064
AUSIZE + 0.016 *0.098
AUIND + 0.179 ***0.007
BDSIZE + 0.014 **0.020

Year Yes
Industry Yes
N 4,596
Adjusted R2 0.727

* ** *** 10% 5% 1% ( )
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14 (4) 2007 2008

FEE
ABSDA_D ABSDA_P

P-value P-value
Intercept 8.567 ***0.000 8.557 ***0.000
OVERLAP - -0.153 ***0.000 -0.152 ***0.000
ABSDA + 0.516 **0.032 0.341 **0.017
SIZE + 0.474 ***0.000 0.473 ***0.000
LEV + 0.148 ***0.001 0.158 ***0.001
LOSS + 0.132 ***0.000 0.132 ***0.000
INVREC + 0.722 ***0.000 0.742 ***0.000
ROA - -0.588 ***0.000 -0.581 ***0.000
GC + 0.447 *0.095 0.442 *0.097
FIRST ? 0.128 **0.024 0.128 **0.023
FIRM + 0.102 ***0.005 0.100 ***0.006
EMPLOYEE + 0.050 ***0.000 0.051 ***0.000
SEGMENT + 0.143 ***0.000 0.143 ***0.000
FOREIGN + 0.278 ***0.000 0.276 ***0.000
INDEXP ? 0.005 0.808 0.006 0.771
DUAL ? 0.010 0.582 0.012 0.505
BUSY ? 0.294 ***0.002 0.295 ***0.002
AUSIZE + 0.015 0.125 0.016 0.112
AUIND + 0.212 ***0.002 0.209 ***0.002
BDSIZE + 0.010 *0.087 0.011 *0.075

Year Yes Yes
Industry Yes Yes
N 4,596 4,596
Adjusted R2 0.701 0.701

* ** *** 10% 5% 1% ( )
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. (two-cluster)

(panel data)

t (Thompson

2011) Petersen 

(2009) (1) (2) (3)

(4) 15 16 17 18

15 (OVERLAP)

DD (ABSDA_D)

(ABSDA_P) -0.002 -0.007 P-value 0.181

0.004 16 DD (ABSDA_D)

(ABSDA_P) (FEE)

0.545 0.480 P-value 0.118 0.018 17

(OVERLAP) (FEE)

-0.157 P-value 0.004 18

(ABSDA) DD (ABSDA_D)

(OVERLAP) (FEE) -0.155

P-value 0.004 (ABSDA) (FEE)

0.508 P-value 0.135 (ABSDA)

(ABSDA_P)

(OVERLAP) (FEE) -0.154 P-value 0.005

(ABSDA) (FEE) 0.451 P-value

0.029

15 18
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15 (1)

ABSDA
ABSDA_D ABSDA_P

P-value P-value
Intercept 0.021 ***0.000 0.110 ***0.000
OVERLAP - -0.002 0.181 -0.007 ***0.004
SIZE - -0.002 ***0.002 -0.004 ***0.000
LEV + 0.013 ***0.000 -0.018 ***0.001
LOSS + 0.005 ***0.009 0.011 ***0.006
INVREC + 0.014 ***0.004 -0.042 ***0.000
ROA - -0.009 0.363 -0.033    0.108
BVMV - -0.001 0.612 -0.012 ***0.000
SGROWTH + 0.007    0.118 0.035 ***0.000
OCF + 0.005 0.490 0.008 0.634
FIRM - -0.002 0.235 -0.003 0.548 
GC + 0.020 0.110 0.039 **0.035
FIRST + 0.002 0.433 0.000 0.809 
OCFVOL + 0.157 ***0.000 0.232 ***0.000
SALESVOL + 0.011 **0.024 0.028 ***0.002
CYCLE + 0.000 ***0.000 0.000 ***0.000
DUAL ? -0.002 0.126 -0.008 ***0.000
BUSY + 0.000 0.957 0.006 0.669
AUSIZE ? 0.000 0.273 -0.001 0.186
AUIND ? 0.003 *0.083 0.003 0.669
BDSIZE - -0.000 0.720 -0.001 ***0.001

N 6,550 6,550
Adjusted R2 0.078 0.109

* ** *** 10% 5% 1% ( )
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16 (2)

FEE
ABSDA_D ABSDA_P

P-value P-value
Intercept 9.423 ***0.000 9.392 ***0.000
ABSDA + 0.545    0.118 0.480 **0.018 
SIZE + 0.505 ***0.000 0.505 ***0.000
LEV + 0.044    0.641 0.057    0.542
LOSS + 0.145 ***0.000 0.144 ***0.000
INVREC + 0.993 ***0.000 1.014 ***0.000
ROA - -0.593 ***0.000 -0.591 ***0.000
GC + 0.227 0.304 0.220 0.316
FIRST ? 0.140 **0.026 0.141 **0.024
FIRM + 0.072    0.440 0.071    0.443 
EMPLOYEE + 0.009 0.659 0.011    0.597 
SEGMENT + 0.115 ***0.002 0.117 ***0.002 
FOREIGN + 0.395 ***0.000 0.392 ***0.000 
INDEXP ? -0.016 0.601 -0.015 0.619
DUAL ? -0.045 0.122 -0.043 0.113
BUSY ? -0.061    0.872 -0.065    0.865
AUSIZE + -0.028 0.320 -0.028 0.321
AUIND + 0.087 0.463 0.087 0.455
BDSIZE + 0.024 ***0.004 0.025 ***0.003

N 6,550 6,550
Adjusted R2 0.599 0.599

* ** *** 10% 5% 1% ( )
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17 (3)

FEE
P-value

Intercept 9.637 ***0.000 
OVERLAP - -0.157 ***0.004
SIZE + 0.502 ***0.000
LEV + 0.051    0.573
LOSS + 0.146 ***0.000
INVREC + 1.013 ***0.000
ROA - -0.599 ***0.000
GC + 0.298 0.195
FIRST ? 0.147 **0.015 
FIRM + 0.054    0.564
EMPLOYEE + 0.010 0.643
SEGMENT + 0.117 ***0.002
FOREIGN + 0.387 ***0.000
INDEXP ? -0.016 0.602
DUAL ? -0.048 0.105 
BUSY ? -0.083 0.827 
AUSIZE + -0.030 0.351 
AUIND + 0.075 0.523
BDSIZE + 0.016 *0.067

N 6,550
Adjusted R2 0.600

* ** *** 10% 5% 1% ( )
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18 (4)

FEE
ABSDA_D ABSDA_P

P-value P-value
Intercept 9.620 ***0.000 9.588 ***0.000
OVERLAP - -0.155 ***0.004 -0.154 ***0.005 
ABSDA + 0.508 0.135 0.451 **0.029
SIZE + 0.502 ***0.000 0.502 ***0.000 
LEV + 0.047    0.610 0.059    0.519
LOSS + 0.142 ***0.000 0.141 ***0.000 
INVREC + 0.997 ***0.000 1.017 ***0.000 
ROA - -0.505 ***0.000 -0.593 ***0.000 
GC + 0.287 0.210 0.280 0.221 
FIRST ? 0.146 **0.018 0.146 **0.017
FIRM + 0.055    0.555 0.054    0.557
EMPLOYEE + 0.011 0.608 0.012    0.551
SEGMENT + 0.117 ***0.002 0.119 ***0.002
FOREIGN + 0.387 ***0.000 0.385 ***0.000
INDEXP ? -0.016 0.588 -0.015 0.605
DUAL ? -0.047 0.112 -0.044 0.121
BUSY ? -0.083 0.828 -0.087    0.821
AUSIZE + -0.030 0.354 -0.029 0.354
AUIND + 0.073 0.529 0.073 0.541
BDSIZE + 0.016 *0.067 0.017 *0.060

N 6,550 6,550
Adjusted R2 0.601 0.602

* ** *** 10% 5% 1% ( )
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