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		Abstract

		This paper examines the association between the composition of the board of directors and earnings management activity for a period spanning the publication of the Cadbury Report (1992). Central to both the Cadbury Committee?s initial remit and its subsequent recommendations is the view that director integrity and board effectiveness play a key role in ensuring the quality and reliability of published financial statements. We evaluate the impact of the Cadbury Report by testing for evidence of income-increasing abnormal accruals when unmanaged earnings undershoot target earnings and whether outside directors help constrain such activity. Our results provide evidence of accrual management to meet earnings targets in both the pre- and post-Cadbury periods. However, while we find no evidence of an association between the degree of accrual management and the composition of the board of directors in the pre-Cadbury period, results for the post-Cadbury period indicate less income-increasing accrual management to avoid earnings losses or earnings declines when the proportion of non-executive directors is high. These results are consistent with the view that appropriately structured boards are discharging their financial reporting duties more effectively post-Cadbury. 
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