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Audit Committee Characteristics and Firm Performance: Evidence from Indian Pharmaceutical Firms
	ABSTRACT 

	Corporate governance mechanisms, particularly audit committees, constitute essential internal controls that mitigate agency conflicts and enhance financial transparency in publicly listed firms, especially in highly regulated sectors such as India’s pharmaceutical industry. This study examines the impact of audit committee characteristics on firm financial performance in the Indian pharmaceutical sector using a balanced panel dataset of the top ten Nifty Pharma firms by market capitalisation from 2015–16 to 2024–25. Drawing on SEBI LODR–compliant parameters, an Audit Committee Characteristics Index (ACC) was constructed using 14 binary-scored governance attributes covering committee independence, expertise, diligence, and size. A panel regression analysis was conducted, with the Hausman test indicating the suitability of the random effects model for ROA and ROE, and the fixed effects model for Tobin’s Q. The results reveal that stronger audit committee characteristics significantly enhance accounting-based performance (ROA and ROE) and market-based valuation (Tobin’s Q), even after controlling for leverage, profitability margin, and firm size. Among the ACC components, audit committee independence, financial expertise, and meeting frequency are the most influential drivers of firm performance. Overall, the findings provide robust post-LODR evidence from an R&D-intensive emerging market sector, offering valuable insights for regulators in strengthening governance norms, investors in evaluating firm quality, and academics in advancing the corporate governance–performance literature. 
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INTRODUCTION 
Corporate governance refers to the set of rules, practices, and processes by which a company is directed and controlled, incorporating systems that align the interests of owners, managers, employees, and stakeholders.(Jensen et al., 1976). Effective governance reduces agency conflicts, boosts transparency, enhances risk management, and guarantees adherence to regulations (Diriba & Basumatary, 2019), ultimately fostering sustainable firm performance (Sarkar et al., 2012). In India, SEBI's Listing Obligations and Disclosure Requirements (LODR) Regulations 2015 mandate specific structural requirements for board committees, including the audit committee (CS Jyoti Mittal, 2023).
Audit committees are crucial to governance as they tackle agency conflicts that emerge due to the separation of ownership and management between shareholders and managers (Jensen et al., 1976). These committees establish independent oversight of financial reporting, internal controls, and compliance processes, reducing information asymmetry and aligning managerial behaviour with shareholder interests (Klein, 2006). According to the SEBI LODR guidelines, audit committees should mainly consist of independent directors, and at least one member must possess financial knowledge and expertise (CS Jyoti Mittal, 2023).
India's pharmaceutical sector ranks third worldwide in terms of volume and plays a crucial role in the production of generic drugs and emerging areas, such as biosimilars (Krishna Sarma, 2017). The sector operates within a distinctive regulatory ecosystem characterized by stringent price controls, patent provisions, and compliance requirements from international regulators (DrugPatentWatch, 2025), creating unique pressures on profitability and strategy. Companies listed in the Nifty Pharma Index represent the large-cap segment (Reuters -NIPHARM, 2025), characterized by sophisticated operations and heightened scrutiny of governance practices in India.
Empirical studies reveal that there are notable connections between the characteristics of audit committees such as their independence, size, financial expertise, and frequency of meetings and the financial performance indicators of firms, including ROA and Tobin's Q (Galal, 2025). Audit committees enhance firm performance by strengthening the oversight of accounting practices, detecting financial irregularities (Thi Lien et al., 2023), improving risk governance, and enhancing stakeholder confidence in financial disclosures (Al-Mamun et al., 2014). However, the empirical literature reveals heterogeneous findings (Naim et al., 2025), suggesting that committee effectiveness depends on the synergistic interaction of multiple structural and functional characteristics of the committee.
Research explicitly investigating the audit committee and firm performance relationship within the Indian pharmaceutical industry remains limited, particularly in the post-LODR period (Kumar Hindolia, 2025) (Jose et al., 2022). Most existing studies employ broad cross-sector samples or focus on banking sectors (Farhan et al., 2020), overlooking sector-specific dynamics in capital-intensive, R&D-driven pharmaceutical firms. This study fills existing gaps by investigating the characteristics of audit committees that comply with the LODR and their influence on the financial performance of the top ten Nifty Pharma companies. This study utilises a balanced panel dataset spanning ten years, from the financial year 2015–16 to 2024–25.
LITERATURE REVIEW
Audit committees are considered a crucial component of internal governance that improves the quality of financial reporting, strengthens internal controls, and enhances a firm's performance. Research indicates that robust audit committees correlate with superior accounting and market performance metrics such as ROA, ROE, and Tobin’s Q, underscoring the monitoring function emphasized by agency theory (Al-Mamun et al., 2014) (Bansal & Sharma, 2016). Various aspects of audit committees, such as independence, size, meeting frequency and financial expertise of members etc affect the financial performance of the entity  (Singhania & Panda, 2025). 
Audit Committee Size
From the standpoint of resource dependence, larger audit committees offer a wider range of expertise and enhanced monitoring capabilities, potentially boosting performance. Research from Malaysia, Oman, and various other countries indicates that the size of an audit committee often has a positive or negligible correlation with ROA, ROE, and Tobin’s Q. This suggests that having more members can improve oversight without necessarily reducing efficiency (Meltem Altin, 2024) (Zábojníková, 2024). However, findings from Bahrain report that firms with larger audit committees perform worse, indicating potential coordination problems or symbolic compliance when size is driven mainly by regulation (Diriba & Basumatary, 2019). 
Independence and Financial Expertise
Audit committee independence is often seen as crucial for its effectiveness, as independent directors are anticipated to offer more impartial oversight of management. Numerous studies in both emerging and developed markets indicate that there is generally a positive correlation between audit committee independence and firm value or performance, although the level of significance and impact varies by country and the specific performance metrics used (Al-Mamun et al., 2014) (Dwi & Yuvisa, 2020).However, other studies have shown non-significant or negative effects of independence (N. M. Z. N. Salleh, 2024).
The financial expertise of audit committee members is also emphasised as a critical determinant of effectiveness. Empirical evidence generally indicates that committees with more financially literate members are linked to better firm performance and higher-quality financial or sustainability reporting, as experts can better understand complex transactions and challenge auditors (Commer et al. 2024) (Finance & Maissa, 2013). However, some studies report weak or mixed results for expertise, implying that the benefits of financial skills may depend on other contextual factors, such as ownership structure, regulatory enforcement, and industry complexity (Fariha et al., 2022). 
Meeting Frequency and Activity
The number of meetings held by an audit committee is often seen as a measure of its diligence. Studies in Gulf countries and other developing regions, such as South Asia, indicate that more frequent audit committee meetings can be linked to improved performance indicators, such as ROA and ROE. This supports the idea that more engaged committees provide superior oversight (Mohammad Mustafa Dakhlallh, 2020) (Dr. Okeke P. C., 2015). However, other evidence shows insignificant or even negative relationships between meeting frequency and performance, suggesting that intensive meetings may be reactive to existing problems or purely compliance-oriented rather than indicative of effective monitoring (Galal, 2025). 
OBJECTIVES
1. To analyse the impact of audit committee characteristics on the Return on Asset (ROA) of selected pharmaceutical companies
2. To evaluate the impact of audit committee characteristics on the Return on Equity (ROE) of selected pharmaceutical companies
3. To investigate the impact of audit committee characteristics on the Tobin’s Q of selected pharmaceutical companies
RESEARCH GAP
Corporate governance mechanisms, particularly audit committees, are crucial for enhancing financial transparency and performance in publicly listed companies. In India, the Securities and Exchange Board of India's (SEBI) Listing Obligations and Disclosure Requirements (LODR) regulations have mandated specific audit committee structures to strengthen oversight in response to increasing regulatory scrutiny. The existing literature on corporate governance has explored audit committees across various sectors; however, it provides limited sector-specific evidence for the Indian pharmaceutical industry, especially using post-LODR panel data from Nifty Pharma firms. Previous studies often employ cross-sectional designs or short panels, which fail to account for firm heterogeneity and neglect LODR-compliant audit parameters within the unique R&D and regulatory dynamics of the pharmaceutical sector. This study fills this void by employing a ten-year balanced panel of the top ten Nifty Pharma companies and examining the impact of LODR-based audit characteristics on financial performance through panel regression analysis.
METHODOLOGY
This study adopts a quantitative approach to investigate the impact of audit committees on the financial outcomes of major Indian pharmaceutical companies listed on the Nifty Pharma Index. The study's sample includes the top ten Nifty Pharma firms as of 31 March 2025 chosen based on their market capitalisation, to ensure the focus is on large, actively traded, and systemically significant companies in the industry. Data were sourced from the published annual reports of these firms for the financial years 2015–16 to 2024–25, creating a balanced firm-year panel that is ideal for econometric analysis over decades. Financial performance was assessed using standard accounting- and market-based metrics from the income statement and balance sheet, while audit committee characteristics were defined through a structured set of parameters aligned with the SEBI (LODR) Regulations, 2015, covering aspects such as composition, independence, and meeting practices. Following data extraction and binary coding, regression analysis was used in the panel dataset to ascertain the connection between audit committee characteristics and company performance, controlling for relevant firm-level factors. Model estimation and diagnostic tests were conducted in accordance with the established panel data regression methods in corporate governance research. 
To meet the study's three goals, the following regression model was created:
1. ROA𝑖𝑡 = α + 𝛽1ACC𝑖𝑡 + 𝛽2DER𝑖𝑡 + 𝛽3NPM𝑖𝑡 + 𝛽4nlog𝑖𝑡 + ℇ𝑖𝑡
2. ROE𝑖𝑡 = α + 𝛽1ACC𝑖𝑡 + 𝛽2DER𝑖𝑡 + 𝛽3NPM𝑖𝑡 + 𝛽4nlog𝑖𝑡 + ℇ𝑖𝑡
3. TQ𝑖𝑡 = α + 𝛽1ACC𝑖𝑡 + 𝛽2DER𝑖𝑡 + 𝛽3NPM𝑖𝑡 + 𝛽4nlog𝑖𝑡 + ℇ𝑖𝑡
Where, 
ROA𝑖𝑡 is the Return on Asset of the firm i at time t
ROE𝑖𝑡 is the Return on Equity of the firm i at time t
TQ𝑖𝑡 is the Tobin’s Q of the firm i at time t
α and β are the coefficients to be estimated
ACC is the independent variable (Audit Committee Characteristics)
DER, NPM and FSIZE are the controlled variables 
ℇ𝑖𝑡 is the error term.
ROA
Return on Assets
DEBT- EQUITY RATIO
NET-PROFIT MARGIN
FIRM-SIZE
Control Variables

Control Variables

FIRM PERFORMANCE
ROE
Return on Equity


AUDIT COMMITTEE CHARACTERISTICS (ACC)        
Independent Variable






TOBIN’S Q
Market Performance





Figure 1: Conceptual Model
VARIABLES
Corporate governance and other performance measure variables were selected following an extensive review of the literature, focusing on mechanisms that are theoretically grounded and empirically validated. Variables commonly examined in governance performance studies were retained to ensure conceptual clarity, regulatory relevance and comparability with existing research.
Independent Variable
Audit Committee Characteristics - The audit committee is the key board committee responsible for supervising a listed firm’s financial reporting, internal control, and related compliance. Various regulatory requirements to constitute an audit committee have been mentioned by SEBI in the LODR Regulation. A total of 14 parameters were prepared based on Sebi’s LODR regulation guidelines to obtain the audit committee score of the selected entities. A firm which fulfils any of the parameters is assigned a score of 1, and a firm that fails to do so is assigned a score of 0 has been given accordingly. 
Audit Committee Characteristics Score= 
Dependent Variables 
1. Return on Assets (ROA): Return on Assets (ROA) is a measure of profitability that indicates how effectively a company utilises its assets to produce profit. It reflects the amount of net profit generated for every unit of assets invested in a company.
                                          ROA=
2. Return on Equity: Return on Equity (ROE) is a measure of profitability that indicates how efficiently a company utilises its shareholders' capital to produce earnings. It reflects the amount of profit generated for every unit of equity invested by the owners of the business.
                                         ROE=
3. Tobin’s Q= Tobin’s Q (or the Q ratio) is a valuation metric that compares the market value of a firm to the value (or replacement cost) of its assets.
                                     Tobin’s Q=
Control Variable 
To examine how audit committees affect the financial performance of certain organisations, it is essential to account for various factors that might impact the connection between these elements. The debt-to-equity ratio, net profit margin, and firm size significantly affect the dependent variables and are, therefore, included as control variables in this study.
1. Debt-equity Ratio- The debt–equity ratio is a measure of financial leverage that evaluates the proportion of a company's total debt in relation to its shareholders' equity. This indicates the extent to which creditors fund a business as opposed to its owners.
2. Net profit Margin- This ratio measures profitability by indicating the percentage of revenue that remains as net profit after subtracting all expenses, including operating costs, interest, and taxes.
3. Firm Size- The term pertains to the extent or size of a company's activities, typically assessed through quantitative measures such as assets, sales, or workforce. In this context, the focus is on the total assets of the entity.
Table 1. Audit Committee Characteristics Index (Binary Scoring) 
	1.
	At least three directors constitute the audit committee
	(Altin, 2024)
	2.
	Names of the members and chairperson.
	(Al-ahdal et al., 2023)
	3.
	Independent directors comprise two-thirds of the audit committee members.
	(Haldar & Raithatha, 2017)
	4.
	Every member possesses financial literacy, and at least one member has expertise in accounting or a related area of financial management.
	(Ali Shatnawi et al., 2021; Sagar Yadav et al., 2024)
	5.
	Chairperson is the board's independent director
	(Gupta & Mahakud, 2021a)
	6.
	The audit committee is assisted by the company secretary, who serves as its secretary.
	(Bansal & Sharma, 2016)
	7.
	The head of the committee attends the Annual General Meeting to respond to concerns raised by stakeholders.
	(Ben Barka & Legendre, 2017)
	8.
	The committee held at least four meetings during the financial year
	(Mishra & Malhotra, 2016)
	9.
	Quorum of audit committee meeting (2 directors or 1/3rd, whichever is more)
	(Al-ahdal & Hashim, 2022)
	10.
	Attendance of members of audit committee during the year
	(Mohammad Mustafa Dakhlallh, 2020)
	11.
	Maximum gap of 120 days or less between two meetings of the audit committee
	(Bansal & Sharma, 2016)
	12.
	The committee will review the effectiveness of internal audit function
	(Singhania & Panda, 2025)
	13.
	Committee is in control of recommending the appointment, re- appointment and dismissal of statutory auditor
	(Galal, 2025)
	14.
	Committee may obtain certificate or comments from the statutory auditors or a practicing Company Secretary
	(Fariha et al., 2022)

  
Table 2: Description of Variables
	Variables
	Symbol
	References

	Independent Variable 
	
	

	Audit Committee Characteristics 
	ACC
	(Christiana & Francis, 2025; Onmonya & Ebire, 2023)
	Dependent Variables 
	
	

	Return On Assets 
	ROA
	(Altin, 2024)
	Return on Equity 
	ROE
	(Olelewe et al., 2025)
	Tobin’s Q
	TQ
	(Ebenezer Ariyibi et al., 2021)
	Control Variables 
	
	

	Debt-Equity Ratio
	DER
	(Olelewe et al., 2025)
	Net-profit Margin
	NPM
	(Galal, 2025)
	Firm Size (Natural Log)
	FSIZE
	(Patel et al., 2025)




[bookmark: _GoBack]RESULT & DISCUSSION
The empirical analysis reported in this section was conducted in strict accordance with the proposed methodology and ethical research standards. Data integrity, methodological consistency, and transparency in reporting were maintained throughout the analysis to ensure the credibility and reliability of the results.
Table 3: Result of stationarity test (Levin, Lin & Chu unit root test)
	
	At Level
	At First Difference

	Variables
	Statistics
	P-value
	Statistics
	P-Value

	ACC
	4.43072
	0.9850
	-3.55484
	0.0000

	ROA
	-1.07973
	0.1431
	-4.72814
	0.0000

	ROE
	1.13138
	0.8711
	-5.23093
	0.0000

	T_Q
	0.98883
	0.8386
	-4.56117
	0.0000

	DER
	0.50962
	0.6948
	-5.30952
	0.0000

	NPM
	-1.85588
	0.0617
	-7.74581
	0.0000

	FSIZE
	-0.90380
	0.1831
	-9.11226
	0.0000


(Source: Computed by Author using stata15)
[bookmark: _Hlk219292333]Table 3 shows that all variables, that is, ACC, ROA, ROE, T_Q, DER, NPM, and FSIZE, have probability values greater than 0.05. Thus, we fail to reject the null hypothesis, interpreting that these variables are not stationary at the level. To remove the problem of non-stationarity of data, the first difference technique is employed. For all variables at the first difference, the p-values are 0.0000, indicating that we reject the null hypothesis for all these variables. This means that all the series are stationary at the first difference.
Table 4: Descriptive Statistics
	 
	ACC
	ROA
	ROE
	T_Q
	DER
	FSIZE
	NPM

	 Mean
	89.00
	11.28
	19.59
	1.47
	0.30
	10.79
	14.58

	 Median
	92.86
	10.27
	19.39
	0.91
	0.24
	10.36
	13.92

	 Maximum
	100.00
	23.12
	49.67
	5.75
	1.24
	13.16
	33.20

	 Minimum
	64.29
	4.98
	5.67
	0.18
	0.01
	8.49
	-1.60

	 Std. Dev.
	8.64
	4.10
	8.07
	1.28
	0.28
	1.31
	6.44


(Source: Computed by Author using stata15)
The descriptive statistics in Table 4 indicate that the firms in the sample exhibit a high level of audit committee compliance (mean = 89 %), reflecting their strong adherence to governance standards. The average profitability ratios ROA 11.28%, ROE 19.59%, and NPM 14.58% show favourable financial performance across firms. The mean Tobin’s Q value of 1.47 indicates that most companies are appraised at a value higher than their book value, reflecting a favourable market view and potential for growth. Additionally, the low debt-to-equity ratio of 0.30 indicates a preference for equity financing over leverage. The mean natural logarithm of firm size (FSIZE) at 10.79 shows a moderate variation in firm scale. However, the relatively high standard deviations in profitability and valuation ratios highlight considerable heterogeneity among firms, suggesting that while overall financial health and governance compliance are strong, some businesses outperform others significantly.


Table 5: Pair Wise Correlational Matrix
	
	ROA
	ROE
	TQ
	ACC
	NPM
	DER
	FSIZE

	[bookmark: _Hlk216783914]ROA
	1.0000 
	
	
	
	
	
	

	ROE
	0.4480
	1.0000 
	
	
	
	
	

	TQ
	0.1175
	0.3510
	1.0000 
	
	
	
	

	ACC
	0.6357
	0.4149
	0.2417
	1.0000 
	
	
	

	NPM
	0.2436
	0.1234
	-0.1908
	-0.0174
	1.0000 
	
	

	DER
	0.1864
	0.5830
	0.1925
	0.0276
	-0.1646
	1.0000 
	

	FSIZE
	0.0424
	0.1089
	-0.3070
	0.0668
	-0.0644
	0.1790
	1.0000


(Source: Computed by Author using stata15)
The correlation matrix in Table 5 reveals that ROA is strongly correlated with ACC 0.6357 and moderately with ROE 0.4480, demonstrating that companies with higher accruals and equity returns exhibit better asset efficiency. Moreover, ROE demonstrates favourable correlations with DER 0.5830 and ACC 4149, suggesting that leverage and accruals enhance equity-based performance. Tobin’s Q relates moderately with ROE and ACC but negatively with firm size -0.3070, implying that larger firms tend to have lower market valuation efficiency. NPM and FSIZE displayed weak correlations with most variables, highlighting their limited interdependence. Overall, the coefficients were below 0.80, indicating no severe multicollinearity and supporting their inclusion in further regression analysis.
Table 6: Test for Multicollinearity (VIF)
	Variable
	DER
	FSIZE
	NPM
	ACC
	Mean VIF

	VIF
	1.06
	1.04
	1.03
	1.00
	1.03

	1/VIF  
	0.944268
	0.962938
	0.971540
	0.995163
	 


 (Source: Computed by Author using stata15)
The VIF results in Table 6 show that all explanatory variables have values below 1.06, with a mean VIF of 1.03, indicating no multicollinearity issues in the model. DER recorded the highest VIF value of 1.06 but remained within acceptable limits. Additionally, all tolerance values exceeded 0.40, confirming that the independent variables were not highly correlated and that the regression model satisfied the assumption of non-multicollinearity, ensuring stable and reliable estimates.
Table 7: Result of Diagnostic Tests
	Variable 
	BPLM
	Hausman
	Heteroskedasticity

	ROA 
	0.0000
	0.8478
	0.0391

	ROE
	0.0000
	0.1059
	0.0089

	Tobins' Q
	0.0000
	0.0000
	0.0394


(Source: Computed by Author using stata15)
For the regression equations, fixed effects, random effects, and pooled ordinary least squares (OLS) regressions were carried out. Furthermore, specific tests were conducted to select the appropriate regression model for all three dependent variables. The results of various tests conducted are presented in Table 7 for all dependent variables. ROA, ROE and Tobin’s’ Q. 
For the variable ROA, the Breusch and Pagan Lagrangian multiplier test for random effects is conducted to compare the results of the OLS model and random effects model. The result of the test (Prob>chi2=0.0000) suggests that the random effect model is appropriate. Then, to choose between the Random Effect model and fixed effect model, the Hausman specification test was conducted. The result of the Hausman test (Prob>chi2=0.8478) indicates that the random effect model is appropriate. Therefore, the random effects model is selected to check the impact of the audit committee on ROA. Furthermore, the Breusch-Pagan/Cook-Weisberg test for heteroskedasticity was conducted to test homoscedasticity. The test outcome (Prob > chi2 = 0.0391) indicates the existence of heteroskedasticity. To resolve this problem, the regression models used a robust standard error.
Likewise, for variable ROE, the result (Prob>chi2=0.0000) of the Breusch and Pagan Lagrangian multiplier test suggests that the random effect model is appropriate. Then, the Hausman specification test is conducted to compare the random effect and fixed effect models. The result of the Hausman test (Prob>chi2=0.1059) indicates that the random effect model is appropriate. Therefore, the random effects model is selected to check the impact of the audit committee on ROE. Then, the Breusch-Pagan/Cook-Weisberg test for heteroskedasticity was conducted to test homoscedasticity, and the result (Prob>chi2 = 0.0089) indicates the absence of heteroskedasticity.
Then, for the variable Tobin’s’ Q, the result (Prob>chi2=0.0000) of Breusch and Pagan Lagrangian multiplier test suggest that random effect model is appropriate between the random effect model and OLS regression model. Furthermore, a Hausman specification test was conducted to compare the fixed and random effect regression models. The result of the Hausman test (Prob>chi2=0.0000) indicates that the fixed effects model is appropriate. Therefore, the Fixed effects model is selected to check the impact of the audit committee on Tobin’s Q.  Then, the Breusch-Pagan/Cook-Weisberg test for heteroskedasticity was conducted to test for homoscedasticity. The test outcome (Prob > chi2 = 0.0394) indicates the existence of heteroskedasticity. To resolve this problem, the regression models used a robust standard error.
Table 8: Result of random-effect GLS regression for ROA
	ROA
	Coef.
	Robust Std. Err.
	z
	P>z

	ACC
	0.30445
	0.02955
	10.3
	0.000

	DER
	2.19409
	0.67769
	3.24
	0.001

	NPM
	0.07288
	0.02767
	2.63
	0.008

	FSIZE
	-0.55472
	0.35132
	-1.58
	0.114

	_cons
	-11.55687
	2.29432
	-5.04
	0.000

	Wald chi2       
	100.91
	 
	 
	 

	R-sq
	0.7789
	 
	 
	 

	P>chi2
	0.0000
	 
	 
	 


(Source: Computed by Author using stata15)
Table 8 presents the findings from the random-effects GLS regression, demonstrating that the model is statistically significant (P>chi2= 0.0000) with an R-squared value of 0.7789, indicating a strong ability to explain the variance. Audit Committee Characteristics (ACC) have a positive and highly significant influence on the financial prosperity of firms (P>chi2=0.000), suggesting that effective audit committees improve financial performance by enhancing oversight and governance quality. This study aligns with the findings of (Gupta & Mahakud, 2021). Both the debt equity ratio (DER) and Net Profit Margin (NPM) also have a favourable and noteworthy impact on ROA, indicating that optimal leverage and operational efficiency lead to increased profitability. Conversely, firm size (FSIZE) shows an adverse and insignificant connection with ROA, implying that firm size has no significant impact on firm performance within this model.
Table 9: Result of random-effect regression for ROE
	ROE
	Coef.
	Std. Err.
	z
	P>z

	ACC
	0.4204
	0.0290
	14.48
	0.000

	DER
	4.6485
	1.3639
	3.41
	0.001

	NPM
	0.0574
	0.0526
	1.09
	0.275

	FSIZE
	-0.6007
	0.4212
	-1.43
	0.154

	_cons
	-13.5924
	4.9254
	-2.76
	0.006

	Wald chi2       
	116.60
	
	
	 

	R-sq
	0.7491
	
	
	 

	P>chi2
	0.0000
	 
	 
	 


(Source: Computed by Author using stata15)
The random-effects regression results shown in Table 9 demonstrate the statistical significance of the model overall (P>chi2 = 0.000) with an R-squared value of 0.7507, suggesting that approximately 75.07% of the variation in return on equity (ROE) is explained by the independent variables. Audit Committee Characteristics (ACC) have a favourable and substantial impact on ROE (P>Chi2=0.01), implying that stronger audit committees with greater independence, expertise, and effectiveness enhance shareholder returns through improved governance and financial monitoring. The findings of this study align with those of (Ali Shatnawi et al., 2021) . Although the coefficients for the debt equity ratio (DER) and Net Profit Margin (NPM) are not statistically significant, even when they are positive (P>chi2= 0.05), indicating limited influence on ROE in this model. Firm size (FSIZE) shows an adverse but insignificant association (P>chi2=0.05), implying that size does not materially impact equity returns.
Table 10: Result of fixed-effect regression for T_Q
	TQ
	Coef.
	Robust Std. Err.
	z
	P>z

	ACC
	0.0403
	0.0092
	4.37
	0.002

	DER
	0.124
	0.1772
	0.7
	0.502

	NPM
	0.0054
	0.0051
	1.05
	0.321

	FSIZE
	0.0045
	0.053
	0.08
	0.934

	_cons
	-2.2806
	0.7282
	-3.13
	0.012

	F 
	6.9000
	
	
	

	R-sq
	0.6306
	
	
	

	P>chi2
	0.0014
	
	
	



(Source: Computed by Author using stata15)
The fixed-effects regression results in Table 10 reveal that the model is statistically significant (P>chi2= 0.0014) with an R-squared of 0.6306, indicating that 63.06% of the variation in Tobin's Q is explained by the independent variables. Audit Committee Characteristics (ACC) have a favourable and noteworthy impact on firm value (P>chi2=0.01), implying that effective audit committees enhance market performance through better governance and increased investor confidence. This finding is supported by (Afza & Sajid Nazir, 2014) (Sagar Yadav et al., 2024).However, the debt equity ratio (DER), Net Profit Margin (NPM), and firm size (FSIZE) have negligible effects on Tobin’s Q (P>chi2=0.05), demonstrating that none of these variables materially influence market valuation in this model.
FINDING AND CONCLUSION 
The dynamic corporate environment, marked by increasing scale and competition, has witnessed numerous corporate failures in recent years. To mitigate such failures and develop sustainable models, corporate governance has undergone continuous evolution. The audit committee is essential for overseeing the various financial operations of an entity. Evidence demonstrates that the composition, independence, and financial literacy of audit committee members contribute significantly to an entity’s success. This study investigates the effects of audit committees on selected pharmaceutical companies listed in the NSE Pharma Index. The influence of audit committee characteristics has been analysed on various accounting-based performance indicator variables such as Return on Assets (ROA), Return on Equity (ROE), and on market-based performance indicator variables like Tobin’s Q, utilising information taken from the annual financial statements during a ten-year period of selected pharmaceutical companies. This study yielded mixed results. This demonstrates that Audit Committee Characteristics (ACC) exert a positive and highly significant influence on firm profitability, shareholder returns, and firm value, underscoring the crucial role of effective audit committees in enhancing governance and financial performance. Therefore, pharmaceutical companies should enhance the effectiveness of their audit committees to obtain the most benefit in various financial aspects. Although the Debt-Equity Ratio (DER) and Net Profit Margin (NPM) significantly impact ROA, their effects on ROE and Tobin’s Q are insignificant, indicating a limited impact on shareholder returns and market valuation. Firm size (FSIZE) exhibits an adverse but insignificant connection with all performance indicators, suggesting that size does not substantially affect the firm’s performance. Overall, the findings underscore that robust audit committee structures contribute to stronger oversight, improved profitability and enhanced shareholder confidence.
LIMITATIONS
This study has certain limitations. First, the sample is limited to the top 10 companies on the Nifty Pharma Index, which might limit the applicability of the results to all companies on the index, as they could have unique governance practices and financial traits. Second, the study depends solely on secondary data sourced from publicly accessible annual reports, databases, and existing literature. Consequently, the typical limitations of secondary data also apply to this study.
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