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7. Conclusion

The present study examines the empirical relationship between ownership type and audit fees. The basic
premise is that the identity of controlling shareholders influences the risk of minority expropriation and the
effectiveness of blockholders to monitor corporate affairs, particularly the financial reporting process. Glob-
ally speaking, our results provide differentiated evidence, instead of mixed results stated by previous literature
(Hay et al., 2006), about the association between audit fees and ownership structure.

Our study contributes to the literature in several ways. First, we progress the extant research on corporate
governance mechanisms by examining the existence of type II agency conflicts in a civil law country (La Porta
et al., 1998). We provide a new explanation about previous mixed results on the relationship between owner-
ship concentration and audit fees by examining the identity of controlling shareholders. We find opposite
results for institutional blockholder ownership and state blockholder ownership and audit fees. However,
we find no evidence of a relationship between family ownership and audit fees. One possible explanation is
the existence of a trade-off effect between the decrease in type I agency conflict for family controlled firms
and the increase of type II agency conflict, which both influence the magnitude of audit fees.
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