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Abstract 

The aim of this paper is to discuss the effect of the board’s 

capital on the firm value by the intermediation of the board’s 

functions. We took a sample of 73 Tunisian public limited 

companies and we tested the direct impact of the board’s 

functions on the firm value and its mediator role on the 

relationship between board’s capital and firm’s value by using 

structural equations. Our results show that only the board’s 

cognitive function has an impact on shareholder and stakeholder 

value. In fact, the board’s disciplinary function loses its 

signification by integrating the skills and competencies of 

directors. Moreover, the board’s cognitive function plays a 

mediator role between the board’s capital and the firm’s value. 

Our study aims to stress the new role of the board of directors as 

a provider of skills and expertise that can ameliorate the value 

of the firm by assisting the manager in making adequate 

decisions. 

 

1. INTRODUCTION 
 

The interest given to corporate governance is explained by its close relationship to the process of 

value creation. Indeed, the results of several studies (Albouy, 1999; Mitton, 2002; Lemmon et al., 

2003; Brown & Caylor, 2006; Black et al., 2006; Kowalwiski, 2012; Monda & Giorgino, 2013) 

indicate that better governed firms are more profitable and pay more dividends to their shareholders. 

Black (2001) adds that the effect of governance mechanisms is more important in developing 

countries characterized by the weakness of their legal rules and the wide variation in the practice of 

governance mechanisms by companies. 

 

The observation of studies on the interaction between governance mechanisms and firm performance 

shows that they are focused around a disciplinary perspective. Recent works add a cognitive 

dimension that highlights the central role of knowledge and skills of the partners of the firm to 

encourage the process of organizational learning and innovation (Charreaux, 2002; Jeanjean & 

Stolowy, 2006). 
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Overall, the literature on corporate governance recognizes that there is no ideal control mechanism. 

The effectiveness of these mechanisms in terms of value creation depends heavily on skills, expertise 

and networks of its stakeholders. 

 

In the best of our knowledge, there is no published empirical paper that establishes the relationship 

between corporate governance mechanisms, and especially the board of directors’ skills, and the firm 

value by using structural equations. We assume that the board’s functions (disciplinary and 

cognitive) play a mediator role in the relationship between the board’s capital and the firm’s value.  

Hence, our research question addressed in this paper is intended to focus the researchers’ interest on 

the competencies and networks of board’s directors. 

 

This paper is proceeds as follows: (i) section one presents a literature review concerning the effect of 

the board of directors on the firm value and develops hypotheses about the mediator role of the 

board’s functions. (ii) Section two introduces our empirical models and describes data and variables 

measures. (iii) Section three will be oriented to present and interpret our results.  

 

2. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT 

 

2.1. Impact of the director’s board on firm value  

The impact of the board of directors on the firm performance has been the subject of several studies. 

To investigate this relationship, two currents are highlighted: 

 

The first current which is the most dominant one is based on agency theory. It postulates that the 

function of the Board is limited to the management control of the executives and thus positively 

affects the value of the business by minimizing agency costs. These studies have focused on the 

impact of the traditional features of the board (its composition, its size and duality officer) on the 

value of the firm (Charreaux, 1997; Charreux, 2000; Walt, 2003; Carter et al., 2003). 

 

The second current, relatively less explored, rests on the theory of resources dependence (Penrose, 

1959) and gives administrators the role of advice and support of the leader. Thus, improving the 

performance of the firm is explained, according to Pfeffer and Salancik (1978), Zahra and Pearce 

(1989), Jhonson et al. (1993) and Rindova and Fumbrun (1999) by the advice and the provision of 

resources guaranteed by the board of directors. 

 

However, Hillman and Dalziel (2003) criticize previous researches that they are studying a function 

of the Board (disciplinary or cognitive) at the expense of the other. These researches result in an 

incomplete understanding of the manner in which administrators assign the value of the firm. Indeed, 

in practice, the board controls and guides leaders in their strategic choices thus ameliorate the 

performance of the company. To do this, Hillman and Dalziel (2003) propose to integrate 

disciplinary and cognitive perspectives in one model to better understand the process of value 

creation in the company. So we can put our two hypotheses: 

 

H1: Monitoring by the board of directors affects positively the firm value. 

H2: The cognitive role of the board of directors affects positively the firm value. 

 

Moreover, the combination of these two theoretical perspectives, allows us to perceive that they 

have, as background, "the capital of the board," suggested by Hillman and Dalziel (2003) and 

Ioannis (2009). 

 

2.2. Impact of the board’s capital on the firm value 

The capital of the board includes skills, cognitive inputs and external relations of directors. Although 

the theory of dependence on resources does not use this terminology, it discusses the expertise, 

knowledge, experience and reputation of directors defined as human capital. This theory adds the 
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relational capital of the directors as a second type of Board’s Capital and considered as a new 

determinant of the value of the company. 

 

The Board Capital is positively associated with the provision of 5 benefits indicated by Pfeffer and 

Slancik (1978): 

 

• The production of advice which Westphal (1999) associates directly to improve performance. 

• The production of the legitimacy of the firm and its reputation. Firms with a prestigious Board of 

Directors are experienced and successful in takeover transactions. 

• The production of a communication channel that facilitates the flow of information between the 

firm and its environment.  

• The formulation of an effective future strategy through outreach directors and employees. In this 

context, Rosenstein and Wyatt (1997) show that shareholder value of the firm increases when its 

leader seat on the board of another firm. 

• Assistance in the acquisition of external resources to the firm as the influence of financial capital 

and the influence of political parties or other important stakeholders.  

 

In addition, Hillman and Dalziel (2003) distinguish between two types of Board Capital namely the 

social capital formed by the relationships of directors (Arrègle et al., 2004. Fadyen Mc, 2003 and 

Jhonson et al., 2013) and the human capital formed by the skills and knowledge of the members 

serving on the board of directors required for access to resources (Sicilianon, 1996) and to control 

the manager (Beekun et al., 1998). 

 

2.3. Hypothesis about the mediator role of Board functions on the relationship between Board 

Capital and firm Value 

The examination of the two functions of the Board (control and service) and their background is very 

important because the directors undertake more and more in both functions. Indeed, in a study of 

Korn (1999) on the time spent in the functions of the Board, the directors listed in a decreasing 

order, the time spent in different functions: identifying threats and opportunities for the future of the 

firm, monitoring and evaluating of implemented strategies, establishing external relations with large 

companies, evaluating and remunerating of the CEO and finally giving advice if important decisions, 

those concerning acquisition and merger, are taken. Hence, the integration of control functions and 

resource production not only reflects reality but it also leads to threats if we choose an approach and 

not the other. 

 

Thus, we will study the effects of human and relational capital of directors on the value of the 

company through the mediation of the two functions of its Board. 

 

Hypotheses about the mediator role of the disciplinary function on the relationship between 

the Board Capital and the firm Value 

 

The impact of the Board capital on its control function was not explicitly discussed by the agency 

theory, however, Jensen and Meckling (1976) stated implicitly the importance of the skills of 

professionals in the effective control, by using the term "competitive advantage”. 

 

Carpenter and Westphal (2001) found that when the board has experience in a particular situation of 

the company or a specific expertise that allows them to better understand the work within the 

company, the control will become most effective. Thus, the skills, knowledge and experience of the 

Board positively affect the control over the manager and the evaluation of strategy. 

 

H3: Disciplinary function of the Board has a mediator role on the relationship between the Board 

Capital and the firm value: 

 

a. on the relationship between the human Capital and the shareholder value 
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b. on the relationship between  the human Capital and the stakeholder value 

c. on the relationship between the relational Capital and the shareholder value 

d. on the relationship between  the relational Capital and the stakeholder value 

 

Hypotheses about the mediator role of the cognitive function on the relationship between 

the Board Capital and the firm Value 

 

Beyond the disciplinary role of the Board and its defining features that have been extensively studied 

theoretically and empirically, the cognitive dimension gives a new cognitive role to this governance 

mechanism. It undergoes an important development especially with the expansion of the network of 

administrators and their participation in making strategic business decisions. 

 

According to an interview conducted by Berghe and Baelden (2005) with members of a board of 

directors, they concluded that directors need to have a vision of strategy formulation. Therefore, 

these members must be able to estimate the socio-political changes in the environment and 

understand its complexity and uncertainty. Moreover, studies on American and French companies 

have shown a significant proportion of boards considered actively engaged in the strategic options 

and 25% of the time of the board meetings is devoted to strategic issues. In the same vein, a member 

of the board said: "We need to be able to see this and keep an eye on the future." 

 

By focusing on the cognitive function of the board, we can say that the first background of this 

function, widely discussed in the literature, is the board capital. The presence of directors with a 

strong relational activity in a board leads to an easy access to relevant information. Charreaux (2000) 

postulates, according to cognitive theory, outside directors are the main creators of new investment 

opportunities. They can help managers in detecting new productive opportunities. 

 

Therefore, administrators produce, through a combination of mandates and their relational networks, 

social cognitive externalities helpful to the firm to assist in obtaining credits (Carpenter and 

Westphal, 2001) and to provide appropriate advice to the executive (Ben Hadj Barek, 2005).. Thus, 

skills and networks administrators have an indirect impact on the value of the firm through the 

intermediation of the cognitive function of the board. Hence, the hypothesis H4: 

 

H4: Cognitive function of the Board plays a mediator role on the relationship between the Board 

Capital and the firm value: 

 

a. on the relationship between the human Capital and the shareholder value 

b. on the relationship between the human Capital and the stakeholder value 

c. on the relationship between  the relational Capital and the shareholder value 

d. on the relationship between the relational Capital and the stakeholder value 

 

3. DATA AND METHODOLOGY 
 

Our goal is to study the impact of the board on the value of Tunisian public companies. Specifically, 

we will highlight the simultaneous relationship between the functions of board (disciplinary and 

cognitive) and shareholder and stakeholder value of these firms. The necessary information for this 

study was collected from the site of Tunisian Stock Exchange (TSE) and through the questionnaire 

distributed to managers of firms. In total we distributed, through email and via accountants, 123 

questionnaires but we have received only 73 responses. Therefore, the final sample was composed of 

73 companies which operate in various industries. It is noted finally that the various data are relating 

to the year 2010. 

 

We emphasize that our empirical study will include several types of variables: dependent variable 

(firm value), independent variables (Board Capital), mediator variables (functions of the Board of 

directors) and control variables. 
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3.1. Firm value   

The value of the company was perceived through shareholder value and stakeholder value. The use 

of stakeholder value has the advantage of taking into account the value provided by all stakeholders 

that has been neglected by shareholder value. Thus, our choice of measure is justified by the desire 

to compare these two types of measure of the value created. 

 

3.1.1. Shareholder value 

To measure shareholder value, several indicators have been advocated including the Return on 

Investment (ROI), Return on Equity (ROE) used by Abor and Biekpe (2006), Tobin's Q, the market 

value added (MVA) and the index of value creation. 

 

In our study, we follow Ghaya and Lambert (2010) and we propose to use Tobin's Q as a measure of 

creating shareholder value. The advantage of this measure is that it takes into account the market 

value and the market value of the firm since it is measured by: 

 

Tobin’s Q= (stock value+ financial debts)/total assets 

 

3.1.2. Stakeholder value 

Stakeholder value will be calculated by the following reflection of Poulain (2006). The latter, to 

measure stakeholder value, focused on the recipients of this value. Thus, for each company in our 

sample, we calculate the value perceived by each partner to know the value of employees, 

shareholders, lenders and the government. 

 

Creating value for employees is measured by the share of value added absorbed by personnel costs 

and employee participation in profit-sharing. 

 

To the lenders, value is measured by the value used to pay interest costs. In favor of the state, it is 

measured by the value used to pay taxes on income and profit tax. Finally, to shareholders it is 

measured by the value added in the form of dividends paid to shareholders. 

 

Moreover, given the plurality of missing data on taxes and similar taxes we were unable to provide 

satisfactory measures of the value allocated to the state, so the definitive measures considered in this 

study are summarized in the table below: 

 

Table 1: Measures of firm value 

Firm Value Indicators Measure 

Shareholder Value 

Actionnariale 
Tobin’s Q (Stock value + financial debt)/total assets 

Stakeholder Value 

Added Value (AV) Turnover - Intermediate Consumption
 

AV allocated to 

employees 

(Personnel costs + participation of employees) / 

AV 

(Personnel costs + participation of employees) / 

VA 

AV allocated to 

Shareholders 
Dividends/AV 

AV allocated to 

lenders 
Interests/AV 

 

3.2. Functions of the board 

Based on the work of Ben Hadj M'Bareck (2005) and Khlif and Karoui (2010), we tried to capture 

the disciplinary and cognitive functions of the Board of directors. For the first function, we have 

established a series of 6 questions (on a Likert scale with 5 points) on all areas of theoretical 

intervention of the Board for control and monitoring. The following table summarizes the items used 

to measure this variable. 
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Table 2: Items measuring the disciplinary function of the board 

Items 

Administrators control the performance of the company 

Administrators control the management team 

Administrators control the decisions taken by the manager 

Administrators control manager remuneration 

Administrators control the appointment / removal of directors 

Administrators control the appointment / removal of managers 

 

For the cognitive function, we examined the involvement of directors in strategic decision-making 

and support the leader. To do this, we have implemented a series of 8 questions (on a Likert scale 

with 5 points) seeking to emphasize the cognitive and strategic roles of directors. All of these 

questions are presented in Table 3. 

 

Table 3: Items measuring Cognitive function of the Board 

Items 

Directors help the manager to make strategic decisions 

The directors of the company provide information on growth opportunities 

The directors of the company provide information on other companies 

Administrators provide advice. 

This advice is based on their professional experience in other companies 

The directors of the company are involved in solving management problems 

The directors of the company are involved in the analysis of the external environment 

The directors of the company follow the implementation of the strategy 

 

3.3. Capital of the board 

As already noted, the board has two types of capital: relational capital and human capital. 

To measure the human capital of the board, we have developed a series of 6 questions, measured on 

Likert scale with 5 points, trying to identify the different types of skills present in the board. This list 

was adapted from Ong and Wan (2005), and Karoui and Khlif work (2010) and the scale of Kula 

(2005). 

 

Table 4: Items measuring the human capital board 

Items 

Degree of knowledge of the competitive environment by Board members 
Level of knowledge of markets and customers of the company by the Board members 

Degree of knowledge of foreign markets by Board members 

Degree of knowledge of the products and services of the company by the Board members 

Degree of knowledge of the organization of the company by the Board members 

Degree of knowledge of the culture of the company by the Board members 

 

Moreover, the relational capital of the board is measured by a series of 5 questions, measured on 

Likert scale with 5 points, highlighting the relational network administrators and their impact on 

financial decision making and the strategy of the firm. 

 

Table 5: Items measuring the relational capital board 

Items 

To determine the ideal level of debt, administrators rely on the advice of their social relationships. 

Administrators often provide intermediation with actors in the external environment 

The relational network administrators help the company to receive more credit 

The network administrators facilitate access to financial resources 

Relationships allow administrators to have credit at a lower cost 
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We conducted an exploratory factor analysis on all the items used in this research. These constructs 

as we have stated, are from the literature. We ensure through principal component analysis (PCA) in 

SPSS that the measures are valid. 

 

To ensure the reliability of measurements, some items have been removed. The table below 

summarizes the different items selected, the percentage of variance explained and Cronbach's alpha 

for each scale. 

 

Table 6: Factorial analysis scales 

 Number of 

items 

% of variance 

explained 

Cronbach’s 

Alpha Human Capital of BD 3 69% 0.801 

Relational Capital of BD 4 71% 0.867 

Disciplinary Function of BD 3 74% 0.777 

Cognitive Function of BD 3 67% 0.787 

 

3.4. Control variables 

According to Thiétart (1999), the inclusion of control variables improves the degree of external 

validity of the results. In our study, the inclusion of control variables related to the characteristics of 

the board can influence its functions. In addition, we propose to incorporate the "debt level" variable 

as a control variable having a possible impact on the value of the company. 

 

- CEO duality: Fosberg (1989), Abor and Biepke (2006), Khlif and Karoui (2010) and Bodaghi 

and Ahmadpour (2010) measured the combined functions of leadership and chairman by a 

binary variable taking 1 if the CEO is also chairman of the board and 0 otherwise. We adopt 

the same measure to test our models.  

- Board Independence: This is a variable that measures the independence of the board. It is 

given by the percentage of board members qualified as independent directors. Although 

studies vary in their definitions of independent director (external), a set of criteria is common 

to all these definitions. In fact, we count as an independent director, the member who is not 

responsible in the company, or who has family relationship with leaders and more generally 

has no significant contractual relationship with the company (ElGaied and Rachhi, 2008). 

- Board size: is given by the number of directors serving on the board of the company. This 

measure has been adopted by most researchers (Lipton and lorsch 1992; Berger et al., 1997, 

Anderson and Reeb, 2004, Biepke and Abor, 2006). 

- Age range of directors: is measured by the number of directors in the board divided by age 

group (Jeanjean and Stowley, 2006). 

- Bank shareholding: is measured by the proportion of capital held by the bank shareholder.  

- Debt: is measured by total current and long term debts relative to the total assets. This 

measure has been adopted by several authors including Suhaila and Mahmood (2008), and 

Heng and Azrbajani (2012). 

Our hypotheses will be tested in two stages: 

-        First, we consider a first global model to test hypotheses H1 and H2. We will integrate control 

variables, previously defined, in these models. 

-      Next, we will discuss a second model to measure the mediating roles of Board functions 

(disciplinary and cognitive) on the relationship between Board Capital and the firm value. 

That concerns hypotheses H3 and H4. 

 

Table 7: Testing hypotheses 

 Hypotheses Model 

H1 and H2 Links between Board functions and firm value Model 1 

H3 and H4 Mediator Role of Board functions Model 2 
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The software that we used to estimate the model is XLSTAT 2012 and more specifically PLSPM 

approach. We choose this software because it provides an indicator of the fit of the model goodness 

(Gof) which gives an assessment of the overall model. 

 

4. RESULTS 
 

4.1. Results of Model 1: Links between the board functions and the firm value  

Figure 1: Results of model 1
1
 

 

4.1.1. Evaluation of the measurement Model (External Model) 

 

Table 8: Composite reliability 

Latent Variable 
Cronbach’s 

Alpha 
Rho DG 

First 

eigenvalue 

Second 

eigenvalue 

Disciplinary Function of BD 0.777 0.881 2.216 0.525 

Cognitive Function of BD 0.787 0.878 2.010 0.639 

Stakeholder Value 0.858 0.918 2.375 0.371 

 

From Table 8, Cronbach's alphas, the Rhos Dillon and Goldestein are above 0.7 which indicates the 

reliability of the block variables. Note also that the first eigenvalue is greater than 1, while the 

second is less than 1, for each latent variable which shows the unidimensionality of variables. So we 

have the right to use the reflective model (mode A). It should be noted that the indices do not appear 

to variables with a single manifest variable. 

 

Table 9: Convergent and discriminant validity (AVE>Squared correlation)
2
 

  
Size 

BD 

Bank 

shareholder 
Indep 

Disciplinary 

Function 

BD 

Cognitive 

Function 

BD 

Debt 
Shareholder 

Value 

Stakeholder 

Value 

Size BD 
        

Bank 

shareholder 
0.644 

       

Independence 0.870 0.824 
      

Disciplinary 0.531 0.279 0.467 0.681 
    

                                                 
1 Relations in bold are significant 
2 Values in bold on the diagonal correspond to the AVE associated with each latent variable, while the other 

values are squared correlations between manifest variables. 
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Function  

B.D 

Cognitive 

Function B.D 
0.702 0.384 0.623 0.669 0.712 

   

Debt 0.389 0.474 0.448 0.161 0.254 
   

Shareholder 

Value 
0.891 0.873 0.948 0.438 0.596 0.465 

  

Stakeholder 

Value 
0.598 0.699 0.687 0.277 0.396 0.525 0.732 0.779 

 

The values of AVE are all above 0.5, so it is a good convergent validity reflecting a strong 

correlation between the items that form the same building. The AVE is not displayed for variables 

with a single manifest variable. 

 

In addition, the value of the AVE is always superior to the square correlations with other manifest 

variables demonstrating good discriminated validity. Items that measure different constructs are 

weakly correlated. 

 

4.1.2. Evaluation of structural model (Internal Model) 

In order to assess the structural model, we examine the paths coefficients and the R
2
 for each latent 

variable. 

 

Table 10: Structural Model 

 R
2
 F Pr > F R²(Bootstrap) 

Standard 

deviation 

Critical Ratio 

(CR) 

Disciplinary 

Function  B.D 
0.531 39.676 0.000 0.550 0.071 7.475 

Cognitive Function 

B.D 
0.384 44.283 0.000 0.405 0.060 6.354 

Shareholder Value 0.715 57.735 0.000 0.734 0.051 14.030 

Stakeholder Value 0.620 37.481 0.000 0.647 0.088 7.068 

 

The shareholder and stakeholder values of the company are very well explained respectively with an 

R
2
 of 0.715 and 0.620. However, the disciplinary function of the Board and its cognitive function are 

moderately explained (R
2
 equal to 0.531 and 0.384 respectively). 

 

Table 11: Paths coefficients 

Dependent Variable  Latent Variable Value 
Standard 

deviation 
t Pr > |t| 

Disciplinary Function  

B.D 

Independence B.D 0.024 0.227 0.104 0.918 

Size B.D 0.707 0.227 3.111 0.003 

Cognitive Function B.D  Bank shareholder 0.620 0.093 6.655 0.000 

Shareholder Value  

Disciplinary Function  B.D 0.109 0.112 0.972 0.335 

Cognitive Function B.D 0.485 0.119 4.085 0.000 

Debt 0.394 0.074 5.298 0.000 

Stakeholder Value 

Disciplinary Function  B.D 0.060 0.129 0.467 0.642 

Cognitive Function B.D 0.304 0.137 2.215 0.030 

Debt 0.548 0.086 6.369 0.000 

 

Based on these findings, the disciplinary function of the B.D does not affect shareholder value or 

stakeholder value of the Tunisian company therefore H1a and H1b hypotheses are rejected. 

However, the cognitive function of the B.D has a positive and significant impact on shareholder 

value as well as the stakeholder which brings us to accept H2a and H2b 
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hypotheses. In addition, the level of debt has a positive and significant impact on both shareholder 

and stakeholder values of firms. In fact, the more the value of the company is important, the more 

the debt increases.  

 

Moreover, the larger the B.D is, the greater the firm ensures the effectiveness of the control 

exercised by its directors. However, there is no relationship between the presence of outside 

directors and the disciplinary function of the Board. Beyond the control exercised by the Board, its 

cognitive function is influenced by the presence of bank shareholders. These encourage the 

nomination of qualified directors. 

 

In order to study the impact of the age of the directors on the cognitive function, and the impact of 

dual leadership on the control function, we have treated them separately by using a test of mean 

difference in SPSS. 

 

For the age of the directors, we divided the sample into firms with 50% or more of their directors 

older than 39 years and firms with more than 50% of their directors have over than 40 years. The 

following table shows the test results. 

 

Table 12: Test of means difference 

 Test of Levene on equal 

variances 
Test on equal means 

 F Sig F Sig 

Age - -> cognitive function of B.D 0.056 0.813 0.149 0.532 

Duality - ->Disciplinary function of B.D  3.151 0.080 0.175 0.000 

 

We note that the equal means test for the variable "age of directors" is not significant, so there is a 

difference in the performance of cognitive function between young administrators and those who are 

older. 

For the variable "duality leader," the equality of means test is significant; we can conclude that there 

is no difference in the exercise of control between the firms for which the CEO is also chairman of 

the board and firms that dichotomize between these two functions. 

 

4.1.3. Global evaluation of models 

 

The global evaluation of the model is done with the redundancy, the commonality indices and Gof. 

 

Table 13: Global evaluation of models 

 
Measurement Model Structural Model 

Commonalies Redundancies Commonalies Redundancies 

Disciplinary Function of 

BD 

0.681 0.361 0.679 0.362 
Cognitive Function of 

BD 

0.712 0.273 0.712 0.274 

Shareholder value  0.715  0.715 

Stakeholder value 0.778 0.482 0.779 0.483 

Gof  0.993 0.991 

 

Commonalities and redundancies Indices are all greater than 0, which reflects the overall good 

quality of internal and external models. This positive assessment is also proved by the evidence of 

Goodness of fit (Gof) associated with the two models since they are very close to1. 

 

4.1.4. Interpretation of results 

The results of model 1 show that the directors of the Tunisian public limited companies advocate the 

assistance of the officer, by providing him with advice and opinions rather than discipline by 

controlling his decisions. This conclusion is consistent with that of Zahra and Pearce (1989) and 
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Jhonson et al. (1993) which stressed the importance of service and council roles of the board of 

directors in the process of firm value creation. 

 

In addition to its role of assisting, the Board of Tunisian firms involved in strategic decisions which 

corroborates with the theoretical study made by Violina (1999) and with empirical study made by 

Berghe and Baelden (2005) in the context of French and American firms. 

 

Therefore, in a Tunisian context, the theory of resources dependence outweighs the agency theory 

which is in contradiction with the results of Black (2001) according to whom governance 

mechanisms have greater disciplinary effects in emerging countries. 

 

We can explain our finding in favor of the cognitive approach of the board of directors by the fact 

that most of Tunisian firms are family-owned. Indeed, competent administrators affiliated to the 

leader seek to improve the cognitive power of their board of directors and assist the manager in 

decision-making, while those who do not have social relations with the leader do not motivate these 

roles. Westphal (1999) leads to the same conclusion by showing that administrators are more 

motivated to help the leaders who know them. 

 

Our study assumes that the debt level affects positively and significantly the value of the company. 

This conclusion is consistent with the theory of signal (Ross, 1977) according to which the debt is 

regarded as a signal, given by the head, of the current and future flows of the company. It shows that 

only efficient firms are willing to bear significant debt because they are able to fulfill their 

commitments without any problems. This result was also confirmed by Driffield et al. (2007) in the 

context of Indonesian companies, the performance of these firms increase with the increase in their 

debt levels. It is still consistent with the hypothesis of substitutability supported by Grossman and 

Hart (1980), Jensen (1986), Jiraporn and Gleason (2007), Byers et al. (2008) and Monda and 

Giorgino (2013) postulating the efficiency level of debt as a control mechanism. However, this 

hypothesis has not been confirmed by Myers (1977) which states that the debt carries high agency 

costs between shareholders and creditors which will have a negative impact on the value of the firm. 

Among the traditional characteristics of the board, only its size positively affects the disciplinary role 

played by the directors of Tunisian firms. Indeed, over the board is large, the more it will need to be 

able to control and deny, if necessary, decisions taken by the manager. This result is consistent with 

that found by Kang et al. (2007) in the context of Australian firms. 

 

In addition, by focusing on the cognitive function of the Board of Tunisian firms, we can say that the 

presence of bankers on the board of directors of a company positively affects the exercise of the 

director’s cognitive role since this type of investor is the most involved in the implementation of the 

corporate strategy. This result is consistent with studies made by Nileson (2000), Noe et al. (2003) 

and Güner et al. (2005).  This positive effect of the presence of bankers was also detected by Bris et 

al. (2006), Santos and Rumble (2006) and Barucci and Mattesini (2008) but based on a disciplinary 

approach. Moreover, our result is in contradiction with that of Smith (2006) which shows that the 

bank can use its monopoly position to extract profits at the expense of the firm value. 

 

4.2. Results of Model 2: the Mediator role of the board functions  

We seek to test the mediator role of the board functions (disciplinary and cognitive) on the 

relationship between the capital of the B.D, formed mainly by the human capital and the relationship 

capital, and the value of the company. For this, we rely on the approach of Baron and Kenny (1986) 

which propose to test the following links: 

 

1-The relationship between the antecedent and the consequent 

2-The relationship between the antecedent and the potential mediator 

3-The relationship between the antecedent and the consequent controlling for the mediator 

If the relations 1 and 2 are significant and the relation 3 is also, but at the same time the antecedent 

becomes insignificant, then there are a mediation role. For this, we have developed a model in PLS 
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in two stages. We tested the effect of the capital of B.D on the firm value and then, we integrated 

variables measuring the functions of the Board of Directors. 

 

4.2.1. Analysis of model 2a  

 

 
Figure 2: Results of model 2a 

 

We integrated two new latent variables: human capital and relational capital of Board, so before 

considering the relations between variables, we checked the reliability of measures, the convergent 

validity and the discriminant validity for these two latent variables. 

 

Table 14: Structural model: Relation between capital of b.d and firm value 

Dependent Variable Latent Variable Valeur Ecart-type t Pr > |t| 

Shareholder Value 

Human Capital of BD 0.421 0.120 3.512 0.001 

Relational Capital of BD 0.402 0.120 3.349 0.001 

R
2
 0.601 

Stakeholder Value 

Human Capital of BD 0.351 0.148 2.363 0.021 

Relational Capital of BD 0.311 0.148 2.099 0.039 

R
2
 0.390 

 

The capital of BD (human and relational) positively and significantly affects both shareholder and 

stakeholder value of Tunisian firms. This confirms the relationship 1. However, the explanatory 

power of shareholder value (R
2
 = 0.601) is greater than that of the stakeholder value (R

2
 = 0.390). 
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4.2.2. Analysis of model 2b  

 

 
Figure 3: Results of model 2b 

 

To verify the relation 2, we study the impact of the Board’s Capital on its functions. The results 

show that the relationship between the social capital and the board functions (disciplinary and 

cognitive) is positive and significant (respectively Reg = 0.695, t = 6.195 and Reg = 0.540, t = 

5.411). Similarly, for the effect of human capital on the cognitive function (Reg = 0.361, t = 3.518). 

However, its impact is not significant on the disciplinary function of the Board. 

Regarding the relationship 3, we get the following results 

 

Table 15: Mediator Effect of cognitive function of BD 

Model 2b Reg Sig(t)  Reg Sig(t) 

Human Capital  

Shareholder Value  
0.270 2.169 

Cognitive Function  

Shareholder Value 
0.421 2.734 

Relational Capital  

Shareholder Value 
0.179 1.215 

Human Capital  

Stakeholder Value 
0.200 1.258 

Cognitive Function  

Stakeholder Value 
0.415 2.115 

Relational Capital  

Stakeholder Value 
0.109 0.582 

 

Note that we have not studied the mediating role of the disciplinary function of the relationship 

between capital and the value of the company since this function has no direct effect on the value of 

company (see Figure 1). Moreover, the relation 2 is not checked for the impact of human capital on 

disciplinary function of the Board. So H3 is not tested. 

 

From Table 15, we conclude that: 

The cognitive function of B.D plays a mediating role in the relationship between human capital and 

relational capital of administrators on the one hand and the value of Tunisian companies on the other 

hand.  

 

The cognitive function of B.D has a direct impact on shareholder value of Tunisian firm. This 

function plays a full mediating role in the relationship between human capital and stakeholder value. 

H2b and H4b are validated. It has also a mediating role on the relationship between human capital 

and shareholder value. However, this mediation is not complete (the direct relationship between 
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human capital and shareholder value remains significant) that means there are, may be, other 

mediating factors. H2a and H4a are validated. Already, the studies made by Carpenter and Westphal 

(2001), Golden and Zajac (2001) and Jhonson et al. (2013) were conducted in this direction by 

emphasizing the role of skills and external relationship of the board of directors in the reliability of 

advice and opinions provided by these directors. This assistance has a positive impact on the value of 

the company relative to both shareholders and other stakeholders. 

 

Although they found the same results for the indirect effect of human capital on the firm value, 

Sicilianon (1996), Beekun et al. (1998) and Xie et al. (2003) were based on the intermediation of the 

disciplinary function of the Board and not the cognitive function to demonstrate this relationship. 

 

Cognitive function has a complete mediating effect on the relationship between social capital and 

shareholder and stakeholder value. H2a, H2b, H4c and H4d are validated. Thus, expanding 

connections of administrators allow them to benefit from a host of new innovative and creative ideas 

that leads to creating a competitive advantage. The work of Westphal (1999) was made in this 

direction and has the same result in the context of American industrial firms. Similarly, the work of 

Ben Hadj M'barek (2005), in a French context, confirms this conclusion and shows that the larger the 

administrator’s network is, the easier its managers’ access to information on growth opportunities. 

However, Ferris et al. (2003) found no significant relationship between the networks of directors and 

firm performance. Jiraporn et al. (2008) and Jackling and Johl (2009) lead to a negative effect of 

mediation of the disciplinary function on the relationship between the network of directors and firm 

performance. According to these authors, administrators make connections so busy that they cannot 

exercise their oversight role effectively. 

 

5. CONCLUSION 
 

In this research we have analyzed the effects of the director’s skills and networks on shareholder 

value as well as stakeholder value of Tunisian companies. 

 

This relationship has been studied taking into account the mediating role of cognitive function of the 

Board. Some variables related to individual characteristics of the BD (age directors, duality, BD 

independence), and others related to the company and its ownership structure (debt and shareholders 

bankers) were included in the model. The results assume that in accordance with cognitive theory, 

boards of Tunisian firms have a second strategic function favoring participation in strategic decision-

making and the provision of advice. The consideration of this new role calls into question the 

effectiveness of the control by the directors. Indeed, if the cognitive function of the BD has a 

mediating role between the capital and the value of the company, the disciplinary function has 

neither direct impact nor mediating one on the value of the firm which is in contradiction with the 

agency theory. 

 

Consequently, the role of the Board of Tunisian firms is no longer limited to the reduction of 

informational asymmetry with its independence and its large size but it should stress the cognitive 

contribution through human and relational skills of its members, to improve the value of their 

business. 

 

Source of Funding: To conduct this research, author(s) bore all expenses by his/her/their own. 

 

Views and opinions expressed in this study are the views and opinions of the authors, Asian Journal of 

Empirical Research shall not be responsible or answerable for any loss, damage or liability etc. caused in 

relation to/arising out of the use of the content. 
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