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Property Rights, Managerial Overconfidence and Auditing Fees
LIU Meng', YE Chengang', WU Jianfeng

(1. Business School, University of International Business and Economics, Beijing 100029, China;

2. International Business School, Beijing International Studies University, Beijing 100024, China)
Abstract ;. Based on behavioral finance theory and audit risk theory, this paper makes an empirical examination on the effect of
management overconfidence on audit pricing decisions and its mechanism. The study finds that if there is management overcon-
fidence, the auditors may significantly increase audit fees, in order to cope with possible audit risk. This effect especially ex-
ists in the state — owned enterprises. Further study finds that overconfidence in management reduces the quality of accounting
information and increases the corporate risk. Therefore, in order to avoid the possible audit risk, auditors increase the risk
premium while increasing the audit workload, and then increase the audit fees. This paper extends the economic consequences
of management overconfidence to other stakeholders, which not only helps to deepen the understanding of the influencing fac-
tors of audit pricing, but also has some policy implications on how to improve the supervision of the management.
Key Words: managerial overconfidence; auditing fees; accounting information quality; corporate risk; property rights;

auditor’s reputation; audit risk
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