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The aim of our research is to examine the effect of mandatory retention and rotation
requirements on auditor independence and audit markets. Experimental
Iinvestigations are conducted by using student-subjects in order to be as less biased as
possible. In the first experiment introducing both mandatory retention and rotation
requirements simultaneously is necessary so as to enhance auditor independence. In
the last 2 experiments, where the investigations are conducted in more proper manner,
however, adopting either retention or rotation requirement or both simultaneously
doesn’t have much impact on auditor independence. In addition a rotation requirement
can make auditor change much more frequent and leads to a creation of more active
audit markets. Furthermore a simple rotation requirement can decrease auditor
independence in the periods where rotation is not mandatory and may cause
ineffectiveness.
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