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Auditor Tenure and Audit Quality

Yu-Hui Su”

Abstract

In recently years, auditor rotation has been mandated in many
countries in order to secure auditor independence and to increase audit
quality. Audit quality is determined by two major elements: the expertise
and the independence of auditors. Longer tenure of an auditor will
increase the expertise, yet decrease the independence. The length of
tenure is a result of the interaction between the demand side and the
supply side. This paper proposes that the relationship between tenure
and audit quality is an empirical issue, not necessarily a causal relationship.
This study documents empirical evidences on the relation between auditor
tenure and discretionary accruals measured by the abnormal accruals of
the Modified Jones model. This study collects 1,421 observations of
Taiwanese listed and OTC companies in years 2000 and 2001. The
empirical result indicates that no significant evidences support the

statement that increased length of auditor tenure decreases audit quality.
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