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Abstract- The aim of this study is to investigate the impact of board characteristics and Firm specificities on corporate 
financial leverage. To test this relationship we adopt a multiple linear regression model based on a sample of 33 Tunisian 
listed firms for the period 2006-2015. Our main empirical findings show that board size is significantly positively related to 
corporate leverage, while duality is negatively significantly related to debt. Board independence has no impact on corporate 
leverage. Firm size, Growth rate and tangibilty have a positive significant impact on Debt. Whereas, profitabilty has a 
negative and significant impact on debt. 
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I. INTRODUCTION 
 
The puzzle of Capital structure has been the subject 
of ongoing research which tried to define and explain 
this issue (Myers 1984, Rajan and Zingales 
1995).The most recent studies have begun with Ryen 
and al in 1997 examining capital structure decisions. 
The majority of these researchs have examined the 
determinants and the impact of the Capital structure 
on firms’ performance and found conflicting results 
(Modigliani and Miller, 1959; Becker and Wurgler, 
1968; Jacquemin A., Ghellin E., 1978 ;DemsetzH.,  
Lehn K., 1985, Charreaux G., 1991,). Spite of the 
efforts and all the investigations, the issue still 
unresolved and according  to the agency theory, 
corporate governance, trade off theory and pecking 
order theory, it’s always relevant to test the relation 
between some governance mechanisms and corporate 
financial leverage. 
 
1.1 Problem research 
After the big event of Enron an Arthur Anderson 
collapse and financial scandals, a lots of efforts and 
strengthening methods have been taken in order to set 
up an entire effective governance process. It has been 
necessary to boost legal structure of supervisory 
bodies in particular the board of directors. 
Furthermore, users of financial statements need a 
better information that’s why they will refer to 
control mechanisms as a guarantee. Capital structure 
respresent an important element as it gives an idea on 
the firms’ sources and their Financial systems. Also, 
Capital structure depends on managers’ décisions and  
firm specificities. Unfortunately, in developing 
countries practices in corporate governance still 
scarce and the impact of board of directors and firms’ 
Attributes on corporate financial leverage still 
unresolved yet. Thus, our research problem can be 
stated as “Investigating and examining the 
relationship between the board characteristics and the 
firms’ specificities on corporate financial leverage” 

1.2 Research objective 
The main objective of this research study is to 
explore the impact of the board characteristics and 
firms’ specificities on corporate financial leverage. 
1.3 Why this research problem matters? 
The impact of firm specificities and board 
characteristics on corporate financial leverage is a 
subject of ongoing debate between researchers in the 
field of accounting and finance. However, this debate 
still limited in emerging countries, so it seems always 
interesting to investigate this hypothesis in this 
context. Also, the board effectiveness is related to the 
board features, firm characteristics could extremely 
participate to the choice of debt sources. Therefore, 
this research can be helpful for firms to take decisions 
about board composition and capital structure. 
This paper is organized as follows: Section 2 provides 
a concise literature review and research hypothesis. 
Section 3 explains the data and methodology. Section 
4 presents findings. Conclusions, limitations of the 
research study are discussed in section5. 
 
II. LITERATURE REVIEW AND HYPOTHESIS 
 
2.1 Board characteristics and corporate financial 
leverage 
a) Board size and debt 
Heng., et al (2012) argue that there’s a negative 
relationship between the total numbers of board 
members and debt to assets ratio. Bodaghi and 
Ahmadpour, A., (2010) in Tehran, also find a 
negative relationship, suggesting that the pressures 
push  managers to adopt lower debt levels to enhance 
the firm performance. However, several studies 
confirm that firms need large board to ameliorate 
supervision (Adams and Mehran, 2002). Sheikha and 
Wang (2011) conduct a study in pakistan and found a 
positive relationship between board size and 
corporate financial leverage. Hussainey and Aljifri, k 
(2012) conduct a study on UAE and  found a positive 
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impact between total number of board directors and 
the debt-to-equity ratio. 
Our hypothesis is as follow : 
H1 : Board size has a positive impact on corporate 
financial leverage 
b) Board independence and debt 
Berger and al. (1997) argue that there’s a positif 
relation between the percentage on independant 
directors and corporate leverage and explain that 
CEO’s that are more controlled by more outside 
directors, causing managers to employ more debts 
and raise the firm leverage. External directors play an 
important role in alleviating the agency problems and 
improve the quality of decision-making (Fama and 
Jensen 1983). However, the results of empirical 
studies are mixed, Greene. (2011) found a positive 
insignificant relation. Abdoli et al (2012) found a 
negatif correlation between the board independence 
and the debt ratio, suggesting that the majority of the 
Iranian outside directors is affiliated with the 
company management. 
H2: Board independence has a positive impact on 
corporate financial leverage 
c) Duality and debt 
Several research confirm that duality increases firm 
debt usage, explaining that the cheif executive officer 
duality decreases communication problems and 
creates a clear sense of centralized decision making 
(Vakilifard et al., 2011 and Wellalage and Locke, 
2012). Mokarami et al (2012) argue that there’s a 
positive relation between debt ratio and Duality, wich 
indicates that firms with CEO duality use high level 
of debt.In the other hand, Ganiyu and Abiodun (2012) 
investigates this relation in Nigeria and found a 
negatif relation between CEO duality and corporate 
financial leveage. Sheikh and Wang (2011) argues 
that there’s no significant relation between duality 
and corporate financial leverage. 
 H3 : Duality has a negative impact on corporate 
financial leverage 
2.2 Firms’ specificities and corporate financial 
leverage 
a) Firm size and debt 
According to the trade off theory, there is a positive 
relationship between the debt level and the firm size, 
in fact, large firms are favored in the access to credit 
markets (Deesomsak et al., 2004), in contradiction 
with pecking order  theory which predicts a negative 
relationship between size and debt. Big firms disclose 
more information which reduce asymmetry problem. 
Big firms tend to have more equity than debt wich 
explain the lower leverage. 
Our hypothesis is as follow: 
H4: Firm size has a positive impact of corporate 
financial leverage 
b) Growth rate and debt 
Antoniou and al,(2008) argue that the corporate level 
is negatively correlated  with the growth rate of the 
firm. Latrous (2007), Gaud and al. (2007), found a 
negative relationship between debt and growth. In 

contradiction with to the predictions of the pecking 
order theory which predicts that there is a positive 
relationship between growth and the debt. Kremp and 
Stöss, (2001); Cassar and Holmes, (2003) argue that 
firms with a high growth rate use external funding 
options. 
Our hypothesis will be the next: 
H5: Growth has a positive impact on corporate 
financial leverage 
c) Tangibility and debt 
In accordance with the predictions of the trade off 
theory, Pandey (2001) argue that the tangible assets 
are considered as a guarantee in case of default. 
However, the pecking order theory predicts a 
negative sign between debt and tangibility. In effect, 
based on the idea that companies with a low level of 
tangible assets are more prone to the asymmetry 
information, they will prefer the debt, more 
specifically the short-term debt, which is less 
sensitive to asymmetries information (Gaud and Jani, 
2002).Several studies found a positive relation 
between tangibility and corporate financial leverage 
debt (Titman and Wessels, 1988; Rajan and 
Zingales,1995 ). 
Our hypothesis is as follow: 
H6: Tangibility has a positive impact on corporate 
financial leverage 
 
d)  Profitability and debt 
The trade off theory predicts that firms with high 
profitability use more debt more taxable income to 
shield. Therefore, when firms are profitable they are 
likely to prefer debt to other sources in order to 
benefit from the tax shield. In contradiction with 
pecking order theory which provides a negative 
relationship between profitability and debt. Myers 
(1984) argue that firms, who have a high profitability 
and  put in reserve all or a part of their income, will 
prefer to use internal sources of finance whose cost is 
relatively more interesting than the use of external 
resources. Hence our hypothesis: 
H7 : Profitability has a negative impact on corporate 
financial leverage 
 
e) Non-debt tax shields and debt 
DeAngelo and Masulis (1980) argue that non debt tax 
shield are substitutes for the tax benefits of debt and 
therefore,firms with high level of non debt tax shield 
use less debt. An increasing non debt tax shield level 
affects coroprate leverage negatively. In the other 
hand. Advantages of non debt tax shield are 
considered as an important determinant of the 
financial structure. 
H8: Non debt tax shield has a positive impact on 
corporate financial leverage 
 
III. METHOD 
 
3.1 Sample selection: Our sample consists with 33 
listed companies on the Tunisian stock exchange 
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(TSE) .Tunisia is a developing country which is 
characterized by a remarkable development in 
all fields. This development deserves to be 
explored. Our sample firms are observed for 10 
years from 2006 to 2015, this period is 
characterized by a significant change in the 
number of stocks traded introduced on the 
market. Regarding the board characteristics and 
firms’ specificities, the data was collected 
manually based on the annual reports of 
companies, available on the websites of 
Financial Market Council (FMC) and the 
Tunisian Stock Exchange (TSE). 
 
3.2. The model 
RTD = β0 + β1 (BOARDSIZE) + β2 (DUALITY) + 
β3 (BOARDIND) +β4 (FIRMSIZE)+ β5 (TANG) + 
β6 (PROF) + β7 (TAXES) + β8 (GROWTH)+ ei,t 
 
RSTD = β0 + β1 (BOARDSIZE) + β2 (DUALITY) + 
β3 (BOARDIND) +β4 (FIRMSIZE)+ β5 (TANG) + 
β6 (PROF) + β7 (TAXES) + β8 (GROWTH)) + ei,t 
 
RLTD = β0 + β1 (BOARDSIZE) + β2 (DUALITY) + 
β3 (BOARDIND) +β4 (FIRMSIZE)+ β5 (TANG) + 
β6 (PROF) + β7 (TAXES) + β8 (GROWTH))+ ei,t 
 
3.3 Variables measures 
a) Dependant variables 
In our research we will focus on three variables: the 
total debt ratio, the short term debt ratio and the long 
term debt ratio. 
RTD =Total Debt ratio (total debt /total assets) 
*100% 
RLTD = Long-term debt Ratio (long-term debt /total 
assets) *100% 
RSTD = Long-term debt Ratio (long-term debt /total 
assets) *100% 
 
b) Independent variables 
Independent directors: We will build this extent 
(BOARDIND) on the fraction of independent 
directors who does not have a significant contractual 
relation with the company. 
The combined functions of management and control: 
The duality (DUAL) is a dummy variable; it is set to 
1 if there is accumulation of functions of Chairman of 
the Board of Directors and the CEO and 0 otherwise 
Board size: The number of members in the board of 
directors 
 
Firm size: Ln (Total assets) 
Tangibility: (Net tangible assets/Total assets)*100% 
Profitability (ROA): return on assets measured by the 
ratio: (Net income/Total assets)*100% 
Taxes: Amortization/Total assets 
Growth: Percentage change in the assets’ value 
 
 

IV. DATA ANALYSIS AND RESULTS 
 
4.1 Descriptive Statistics 

Table 1.Descriptive Statistics 

 
Our first variable « Ratio of Total debt » records an 
overall mean of 48.27 percent, Short term debt ratio 
has an overall mean of 36.76 percent, and long-term 
debt has a mean of 13.02 percent, it indicates that 
Tunisian listed firms depends more on short term debt 
than long term debt to finance their investments. 
Also, we can note that the use of debt varies 
significantly between firms ; for the totat debt ratio, it 
ranges between a minimum of 0.70 percent and a 
maximum of 98.99 percent, wich informs us that 
some companies are facing a serious capital structure 
risk problem by using a maximum of debt. In the 
other side, firms using a low level debt depends more 
on equity finance. For the total sample debt, we 
record an overall mean of 48.27 percent, wich 
indicates that debt is important for firms’ finance as it 
represents almost the half of their capital structure. 
Equity finance is about  51.73 percent for the total 
sample. 
 
Besides, we point that Board size varies between a 
minimum of 4 and a maximum of 13 with an average 
of 8 members. The Duality variable record an overall 
mean of  63.23 percent wich indicates that in the 
majority of the firms the CEO and the board chair are 
the same person. The percentage of independant 
directors is 48.59 percent for the sample and ranging 
from 0 to 3. Concerning the firm size the average is 
18.011, ranging from 14.03 to 20.65; firms have 
different size. The average Tangibility is 25.96 
percent,wich indicates that tangible assets represent 
25.96 percent of the total assets for ours sample 
research. Profitatbility is raging between -52.78 
percent and 22.71 percent with an overall mean of 
4.35 percent wich indicates that the return on assets 
varies between firms especially that our period of 
analysis is ten years, so this variation could be 
explained by the variation of earnings, the degree of 
investments’ efficience. The economic tax advantages 
not related to debt is on average about 20.92 percent 
.Growth rate records an overall mean of 7.40 percent 
with an imprtant standard deviation (28.59 percent), 
wich indicates that there’s a big difference in growth 
rate between firms and it could be explained by the 
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presence of Big firms or the differences in sector 
specialization. 
4.3 Results of Regression Analysis 

The following part is devoted to test the study 
hypotheses and discuss the findings. 

 
 

The results show a significantly  positifly  correlation 
between board size, and total debt ratio and long-term 
debt at the 0.01,0.01 levels respectively. This result 
supports the argument that a large board has a positif 
impact on Debt and that directors apply a high level 
of debt to increase firm value, which is consistent 
with Ganiyu and Abiodun (2012), Sheikha and Wang 
(2011) and in contradiction with Jensen (1993), 
Heng., et al (2012) who find a negative relation.Our 
first hypothesis is confirmed 
The percentage of independant directors  is  
negatively insignificantly related to the long-term 
debt while it is positively insignificantly related to 
short-term debt and total debt. this indicates that the 
proportion of independant directors hasn’t an impact 
on corporate capital structure. These results are 
consistent with Vakilifard et al (2011), and Heng et al 
(2012). While it deagrees with the result of Ukaegbu., 
B, et al (2014) who found  a significant positive 
relation with total debt.Hypothesis 2 is rejected 
the  duality is negatively significantly correlated with 
long term debt ratio and total debt ratio but positively  
insignificantly with the short term debt ratio, it 
indicates that the duality of these two powerful 
positions reduces  the level of debt,these findings are 
consistent Ganiyu and Abiodun (2012) who found a 
negative correlation between duality and debt equity 
ratio. Hypothesis 3 is confirmed 
Firm size is positively significantly correlated to the 
three debt ratios, long-term debt,short term debt and 

total terme debt respectively at the 0.01,0.01 levels 
and 0.05 level, wich indicates that big firms have a 
positif impact on the debt level. Big firms have a 
lowest default risk and easier access to borrow from 
banks. (Deesomsak and al., 2004).These results are in 
perfect agreement with the trade off theory wich 
predicts a positive relation between size and debt. 
Hypothesis 4 is confirmed 
Growth rate is positively significantly correlated with 
the three debt ratios.Firms with high growth rate have 
an increasingly need  for external sources as the 
credit bank (Kremp and Stöss, 2001, Gaud and Jani, 
2002).this results are in perfect agreement with the 
pecking order theory.Hypothesis 5 is confirmed 
Tangibility is positively significantly correlated with 
both total debt and long term debt at the 0.05, 0.001 
levels respectively, but its negatively and 
significantly correlated with short term debt  at 0.001 
level. these findings suggest that high tangibility firm 
are likely to use more total and long term debt to 
finance their investments. Tangible assets are 
considered as a guarantee for debtholders (Pandey, 
2001).the negative sign between tangibility and short 
term debt is in perfect agreements with trade off 
theory, firms with high fixed assets may prefers long 
term debt more than short term debt. Hypothesis 6 is 
confirmed 
 
Profitability is negatively significantly correlated to 
the total debt ratio, the short term ratio and the long 
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term ratio at the 0.001, 0.001 ,0.001 levels .these 
results are in accordance with the pecking order 
theory wich predict that firms with high returns, 
prefer internal sources to finance their investments 
(Titman and Wessels, 1988 ; Booth et al., 
2001).Hypothesis 7 is confirmed 
Non-debt tax shields is negatively significantly 
correlated with long term debt at the 0.001 level and 
have no impact on total debt and short term 
debt.firms with high non-debt tax shield use less debt 
(DeAngelo and Masulis 1980).In our case this 
variable have no significant impact of debt. 
Hypothesis 8 is rejected 
 
CONCLUSION 
 
This study empirically tested the impact of board of 
directors and firms’ specificities on corporate 
financial leverage in Tunisia. Our sample contains 33 
listed firms on the Securities and Exchange 
Commission for the period from 2006 to 2015.The 
overal findings show that the board characteristics 
and firms’ specificities have an important role in 
monitoring management and have an impact on 
finance system. Findings reveal that board size has a 
positive relation with debt. Directors use debts to 
increases firms’ value.  
Independant Directors haven’t a sgnificant impact on 
corporate financial leverage.However the chairman 
and the CEO in one position are found  negativelty 
significantly correlated with leverage, while  agency 
theories intensifies  the need of boards of directors 
with a majority of independant directors, and requires 
firms to separate the position of chairman and CEO.  
In addition, the results reveal that Firm size, Growth 
rate and Tangibility have a positive significant 
correlation with debt wich indicates that large firms 
have a lowest default risk and easier access to borrow 
from banks and firms with high growth rate  need 
more external sources to finance their investments as 
the credit bank. Also, firm with important tangible 
assets are likely to use more total and long term debt 
to finance their investments. Tangible assets are 
considered as a guarantee for debtholders. However, 
Non-debt tax shields have no significant impact on 
debt. 
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