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Résumé
L’analyse présentée se situe au carrefour de plusieurs questionnements.  Nous interrogeons notamment les liens entre l’environnement organisationnel et l’adoption d’innovation au sein d’une PME.  Dans ce cadre, peu de recherches académiques ont tenté d’éclaircir la nature de la relation entre la structure de gouvernance et le comportement de dirigeants en matière d’innovation. L’objectif de cet article vise à étudier ce questionnement particulier dans le contexte des petites et moyennes entreprises (PME). Cela a été fait en explorant, d’une part, l’impact de la structure de propriété sur le comportement des dirigeants en matière d’innovation, et, d’autre part, le rôle médiateur de la composition du conseil dans cette relation. Une étude empirique qui a été menée sur un échantillon de 197 dirigeants sélectionnés des PMEs tunisiennes a montré que la structure de propriété est associée significativement au comportement innovant des dirigeants. Une analyse plus poussée résultant de l’introduction de la composition de conseil comme une variable médiatrice révèle que la relation est entièrement médiatisée par cette variable.
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Abstract 
The primary objective of the present study was to expand understanding of the determinants of adoption innovation in SME context by empirically examine the effect of corporate governance structure on manager’s innovative behavior. This was done through exploring whether ownership structure affects managers’ innovative behavior and if so, whether the effect is mediated by board composition. Using a sample of 197 managers within Tunisian SMEs, the study finds that ownership structure is significantly associated with manager’s innovative behavior. Further analysis arising from introducing outsiders’ representation on the board as a mediating variable reveals that the relationship is fully mediated by this variable. Research and practical implications are discussed.  
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I. INTRODUCTION
Today, innovation is at the heart of highly successful firms. If one seeks to create a solid and sustainable business, he must be innovative and present a product that dominates the market or industry. Fayolle and Filion (2006) denote that the innovation process is to establish and to exploit the existing research infrastructure… Innovation is therefore able to offer new solutions that meet specific needs and whether new products, new processes or new services. Moreover, Schumpeter (1964) suggests that innovation is not a problem, but the problem is with director of this act. He appointed the actor who transformed the invention into an innovation « entrepreneur » or « new man ». Indeed, the motivation of this actor is divided into three categories: The first is to succeed financially and to ensure the entrepreneurial benefits. The second is considered as the vital motivation for entrepreneurs: is the overwhelming desire to succeed and "conquer". Finally, the passion and “joy” of entrepreneurship that is so vital to the entrepreneur (Kenney, 1986). Furthermore, manager is the motor of process of "creative destruction" that characterize innovation in developing technologies and production processes to generate new economic activities. This operation is based on the particular psychological resources of the manager. However, the innovative behavior at the individual or group level is a minor concern in the field of research (West & Farr, 1989): «There has been scant attention paid to innovation at the individual and group levels ». The innovative behavior is the intentional creation, the introduction and application of new ideas in a working role, group or organization in order to increase the performance of individual, group or organization (West & Farr, 1989).  Although innovations are intentionally executed to provide benefits, it may be necessary for manager to invest important efforts in generation, promotion and the achievement of the innovative changes (Janssen, 2004). Therefore, one interesting question thus arises: Does corporate governance affect manager’s innovative behavior?
 Several empirical studies showed that organizational environment and especially the governance structure of the firm has an important influence on the innovation decision-making process (Aghion, Van Reenen, and Zingales, 2009; Belloc, 2011). Previous research studies have investigated this relationship in Anglo-American contexts (Le, Walters, and Kroll, 2006; Tylecote & Ramirez, 2006), and more recently, in continental Europe (Ortega-Argiles, Moreno, and Caralt, 2005; Tribo, Berrone, and Surroca, 2007), but very little is known about this relationship in emerging countries. The purpose of this study is to reconcile these conflicting results by enriching the analysis of the firm’s ownership structure and board composition using the Tunisian case. 
Innovative behavior of manager can generate profitable outcomes for the firm at short and long-term. Indeed, implement creative ideas at work allows producing innovations and patents, which in turn lead to create flows of future benefits. Accordingly, the innovative company should establish some governance mechanisms in order to manage efficaciously the risk and allocate the possible rent. Among these mechanisms, we can note the ownership structure that becomes more and more a vital actor in the innovation process. We drew two possible explanations related to this standpoint; On the one hand, ownership structure can influence the manner through which managers integrate their human and physical resources within the company, and on the other hand, this system can affect how these managers behave with regard to the investment decisions (Belloc, 2011). Moreover, our study contributes to this thesis by a more detailed understanding of how board composition- outsiders’ representation on the board- mediates this relationship. To our knowledge, ownership structure was previously not studied in relation to the manager’s innovative behavior in the context of an emerging economy, Tunisia. We further notice that no previous research has studied the mediating role of board composition in this relationship.
The rest of the paper is structured as follows. In section two, we present an overview of relevant literature in order to build up the hypotheses. In section three, we describe the data, methodology, and results. The discussion, practical implications, limitations, and future study are in the last section (section four).                                                                                                                                                                                                                                                                                                                                                                                                                                                                             
II. REVIEW OF THE LITERATURE AND RESEARCH HYPOTHESES 
II.1 Hypothesized effects of Ownership structure on manager’s innovative behavior
As shown in numerous studies (Lacetera, 2001; Aghion et al. 2009; Belloc, 2011), ownership structure may contribute to build and develop control power of the policymakers during the process of resource allocation and to motivate these policymakers to invest in various innovation activities. Furthermore, we can deepen the discussion on this relationship by the fact that manager can continue to implement innovation ideas in his or her firm up to the threshold where costs exceed the profits. In other words, firms maintain the creation and the investment in innovative projects only in the non-risky zone. In the same way, Francis & Smith (1995) advanced that governance mechanisms, such as ownership structure, foster the adoption of innovation only in this zone. We more describe these situations in the following Figure:
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Figure 1. 
The region between points A and B shows the above hypotheses. Additionally, innovative projects become risky when costs of investment exceed the expected benefits of innovation. In this region manager blocks his or her investments, and at the same time, controllers decide to stop the support of these projects. The situation in this case is depicted by the region from B to C on the graph.
Researches in financial literature consider ownership structure as a particular form of risk and benefit sharing, and thereby a source of financing for the firm activity, that is why several scholars have found a significant association between ownership structure and innovative activities. Moreover, extant studies support the suggestion that the degree of ownership concentration is depicted as the principal factor, which determines the ownership structure in the firm (Belloc, 2011). In addition, concentrated ownership allows carrying out an efficient control of firm's decision makers and thereby it can alleviate agency costs arising from innovation, according to shareholder-manager framework. In that case, the impact of concentration on goal alignment is going to define the nature of the relationship between ownership concentration and the innovation strategy (Lee & O’Neill, 2003). As argued by Choi et al. (2011), concentrated ownership can achieve a good level of profitability by encouraging innovative activities. Accordingly, ownership concentration by large-block shareholders is perceived to have played a significant role in the encouragement of manager to implement creative innovation ideas.
The investigation of the role of government in Tunisian companies is not an easy task. Few research works have demonstrated the incremental value of state ownership over corporate innovation (Belloc, 2011). According to Choi et al (2011), institutional factors have an important role in the support of innovative activities in the firm through providing sources necessary to implement new technologies. Government is one among these factors that play indispensable role in the creation and the implementation of these activities. These scholars have presented the case of both Taiwan and Korea in order to demonstrate the incremental value of government in the incentive of innovation strategies. Briefly, all of these studies and others (Chang et al., 2006; Belloc, 2011; Choi et al. 2011) have argued that, as state ownership increases, companies in general and managers in particular are more likely to have a high desirability to implement and to invest in innovative projects.
The majority of Tunisian firms are family firms in which family members are the dominant owners. In this type of businesses, notably those, which are characterized by a small and medium size, family members might have a double function: owners and executives (Munari et al 2010). Therefore, family members may create independent and permanent ways, in the firm, in which they invest. These investments are long-term projects, which are inherited from one generation to another. Within the context of their role as being liable to adopt strategic control systems in the firm, family owners should have higher motivations to control manager's innovative behavior, and thereby to ensure that they take investment in R&D as priority. Moreover, the sign of family ownership’s influence on the managers’ decisions with regard to innovation depends on the decision behavior of family owners. The paper of Donckels and Frohlich (1991) is a useful empirical framework for understanding the nature of this association. The author examines 1132 European companies and finds that family ownership is negatively related to innovation strategies.
Lee (2005) points out that the relationship between institutional owners and senior managers is a collaborative one, which encourages these latest to generate and implement novel ideas. In addition to the theoretical discussion, empirical studies provide mixed evidence on the nature of the relationship between institutional investors and innovation. As observed by Sherman et al. (1998) in a sample of 271 US companies, the nature of the association between institutional ownership and innovation strategy appears to be negative when institutional owners (measured by mutual funds) are interested in short-term results; by contrast, this relationship seems to be positive in the case where these owners are only concerned with the long-term performance. Moreover, using a sample of 270 Japanese companies, Lee (2005) found that banks ownership has a positive effect on the firm’s innovative activities. A possible explanation for this significant association is that the increase of the institutional part in the firm's capital helps resolve conflicts of interests between top managers and shareholders, which in turn motivate managers to engage in exploring innovative ideas:    
H1a. Ownership concentration will be positively related to the manager’s innovative behavior
H1b. State Ownership will be positively related to the manager’s innovative behavior
H1c. Family Ownership will be negatively related to the manager’s innovative behavior
H1d. Institutional Ownership will be positively related to the manager’s innovative behavior
II.2 The link between Ownership structure and board composition: An agency theory perspective
Over the last decade, studies on the causal relationships between different governance mechanisms have received considerable attention in the finance literature. Indeed, in many studies on corporate governance, scholars assert that the ownership structure has an important repercussion on the corporate board, especially on the outside directors' proportion (Desender, 2009). Firms with high concentrated ownership tend to be distinguished by large shareholders that are characterized by a leadership role in monitoring management. According to Mak & Li (2001), the most beneficial manner for large shareholders in order to improve monitoring within the firm is to enhance board independence. This operation can be executed through increasing the proportion of outside directors on the corporate board. On the other hand, large shareholders can supervise the management through an intermediary, especially the outside directors. In summary, firms that characterized by a large controlling owners will be able to succeed to resolve principal-agent agency problem. 
The other factor that needs to be considered as a determinant of the proportion of outside directors on the board is government shareholding. In some companies, the state may be an important stockholder. In the case where the State is a majority owner, it becomes necessary for the board of directors to appear as transparent and accountable as possible to the public. State ownership may be an efficient control mechanism if it follows a strategy that contributes to increase the number of outside directors on the board. With high proportion of outside directors on the boards, state-owned firms appear to be transparent and accountable to the public (Li, 1994). The theoretical studies have been planned and empirically supported a positive connection, consistent with government shareholding and the integration of outside directors on the corporate board being substitute mechanisms for aligning the managers’ interests with those of the firm’s shareholders (Li, 1994). 
A third important factor that may affect the board composition is the family ownership. In the family firm, the quality of the monitoring process is related to the weight of family control and its influence on the board composition. In the majority of the family businesses, the board of directors appeared as an instrument which used by family owners in order to assist family executive, but not to control them (Desender, 2009). Moreover, in this kind of company, a lower proportion of outside directors may be explained by the fact that large controlling shareholders tend to nominate family members to the corporate board and/or to the firm's management. Accordingly, this can influence negatively the board’s independence. Prior empirical studies have supposed that, at low levels of family shareholding, outside directors help to control agency costs related to the separation of ownership and control (Peasnell et al., 2003). 
The presence of institutional shareholders with an important proportion in the firm's capital presents another means to alleviate the influence of the separation between ownership and control on firm value. In addition, under the agency framework, several researchers and regulators (e.g., Black 1992; 1998; Carleton et al 1998) highlight the importance of institutional owners and control in setting the framework for the corporate governance issues. Accordingly, businesses with dominant institutional owners are supposed to have low-agency problems, and the require for substitute control mechanisms is diminished. Thanks to their status as both objects and subjects of corporate governance, institutional investors are one of various governance mechanisms who can play a vital role in the determination of the board composition (Bathala & Rao, 1995), because institutional shareholders are, naturally directly or indirectly represented on the corporate board (Belkhir, 2004). Briefly, previous results indicate that as institutional ownership increases, companies are more likely to have a high proportion of non-executives on the board (Bathala & Rao, 1995). 
H2a: Large shareholders will relate positively to the proportion of outside directors.
H2b: State ownership will relate positively to the proportion of outside directors.
H2c: Family ownership will relate negatively to the proportion of outside directors.
H2d: Institutional ownership will relate positively to the proportion of outside directors.
II.3 The relationship between Board composition and manager’s innovative behavior
Hoskisson et al. (2002) specify that "the boards of directors are primary mechanisms for monitoring managerial behavior". Indeed, as denoted by Mizruchi (1983), the board of directors influences manager's strategic choices by preventing them from behaving opportunistically at the expense of shareholders. This mechanism, as the company's top-level decision maker, influences the managerial decisions and the firm direction according to their structure and composition. Several researchers have empirically demonstrated the connection between board composition and different managers' strategic decisions including those concerned with innovation activities (Mannix, 1993; Hoskisson et al 2002; Kor, 2006). According to the agency theorists, the mission of corporate board is best practiced by outside directors and that the desire to provide effective managerial oversight is higher when such outside directors are shareholders (Fama and Jensen, 1983). Outside directors should also encourage managers to make decisions that take benefits of opportunities that may be uncertain, especially in innovation domain, which can have an important role in creating a sustained firm value over time. Although previous studies have registered contradictory results about the monitoring efficacy of outsides directors, Le et al (2006) confirm that this governance instrument play a primordial function in supervision of firms’ strategic activities, especially in innovation-decisions. In empirical studies, scholars find evidence that the increasing of the proportion of outsiders on the board may produce a hostile influence on managers' innovative behavior and thereby power imbalance in favor of the innovation process in organization (Mannix, 1993; Kor, 2006). Our previous arguments suggest that, in Tunisia, the proportion of outside directors may be associated negatively with manager's risk-taking behavior, including innovative behavior.
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Figure 2: Conceptual research model
H3. Outside directors, which are influenced by ownership structure, are negatively associated with Innovative behavior.
II.4 The role of board composition as a mediating constructor  
In this section, we argue that the effect of ownership structure on innovative behavior may be indirect occurring through board composition- outsiders’ representation-. To state it differently, board composition can be interpreted as a ‘mediating event’ that stimulates the association between ownership structure and manager's innovative behavior. As noted previously, hypothesis 2 states that ownership structure will be related to board composition and hypothesis 3 states that board composition will be related to innovative behavior. These two hypotheses link ownership structure with board composition, and board composition with innovative behavior. This means that the relationship between ownership structure and innovative behavior is hypothesized to be indirect. Therefore, board composition plays the role of intermediate variable to mediate the relationships between independent variables of ownership structure and dependent variable of innovative behavior.
As argued by Li (1994), when ownership is concentrated, the influence and the monitor of owner on the management of the firm can appear indirectly through personally sitting in the board and/or influencing the selection of members of the board of directors. In addition, if large shareholders cannot supervise the management themselves, they can organize the control process through an intermediary, in particular the outside directors (Schleifer & Vishny, 1986). In sum, dominant shareholder may nominate a person to represent him or her on the corporate board, in order to assure that managers' interests are aligned with those of shareholders. These ideas and empirical proofs point to the mediation effect of the proportion of outside directors. Accordingly, by enhancing the proportion of outside directors in the corporate board, the different dimensions of ownership structure can contribute to influence manager’s behavior with regard to innovation.
H4. Board composition mediates the relationship between ownership structure and innovative behavior.
III. STUDY
The following section shows the analysis details on the proposed research model of the mediating role of board composition in the relationship between ownership structure and innovative behavior. Our hypotheses were tested through Structural Equation Modeling (SEM) and especially using covariance structure analysis (or LISREL method) with AMOS 18.0 software and maximum likelihood estimation method. The aim of this study is to test whether ownership structure affects managers’ innovative behavior and if so, whether the effect is mediated, fully or partially, by the board composition −measured by the percentage of outside directors in the board−in the context of structural equation modeling.
III.1 Sample description and procedure 
Two independent samples were used in this study in order to assure the reliability of our data. The corporate governance variables were collected from sample 1 and the managers' innovative behavior was evaluated from sample 2. The analysis results of the path-analytic model including the moderating effect of board composition were tested using the two samples. Sample 1 consisted of managers (or subordinates) randomly selected from Tunisian SMEs (chief financial officer, commercial directors, and human resources directors)[footnoteRef:2]. Sample 2 consisted of the managing director and the chief executive officers (CEOs) (or supervisors) that are selected in order to indicate the degree of innovative behavior of their managers. The main data collection was conducted in the period between April and September 2011, using identified key respondents (Managers, CEOs/ managing directors). Of the 283 surveys that were sent to the subordinates and the same number to the supervisors via e-mail, completed surveys were returned by 211 subordinates and 197 supervisors that shown a response rate of 74% for the subordinate sample and 69% for the supervisor sample. Nevertheless, the final sample size was much reduced after removal of copies that include incomplete data. The subordinate sample reported an average age between 31 and 40 years (S.D.=0,97) and 89% were men. The supervisor sample reported an average age between 41 and 50 years (S.D. =0, 99) and 96% were men. [2:  People interviewed are chosen with the rule of "one representative per company".] 

In order to assure richer information from the respondents, our study follows a two-step research design: Interviews and a research survey. The purpose of the first stage is to detect the errors in the initial version of the questionnaire, and thereby to obtain compatible measures of governance mechanisms and innovative behavior in the Tunisian context. These interviews have been conducted on a sample of twelve couples of managers and CEOs/ managing directors. The second stage uses a survey method through the final version of the questionnaire. The questionnaire components were presented in French because this is the medium of instruction the most widely used in the Tunisian educational system. It was began by a brief covering letter explaining the objective of the study in general terms and assuring the confidentiality of participants' responses and the voluntary nature of contribution in the survey. After, we have employed various methods in order to insist the respondents to complete and return the questionnaires, such as visits to companies, follow-up phone calls, and faxes.
Respondents came from the major industrial regions of Tunisia, such as Tunis[footnoteRef:3], Nabeul, Sousse, and Sfax. Furthermore, the sample frame covered different sectors in Tunisian context, including petroleum & Gas, manufacturing, services, telecommunication, commercial, real estate, agro-alimentary, and other sectors (See table 1 for details). [3:  This region is divided into four governorates, which are: Tunisia’s capital (or Tunis), Ariana, Ben Arous and Mannouba.] 

Table 1: Sample Distribution by Industry
Industry                                                     Number of firms                              % of total sample         
1-Manufacturing                                         59                                                        30.0%	
2- Services                                                   53                                                       26.9%
3- Telecommunication                                20                                                        10.1%
4- Agro-alimentary                                     17                                                          8.6%
5- Health                                                     15                                                          7.6%
6- Trade                                                      14                                                          7.1%
7- Real Estate                                               5                                                          2.6%
8- Petroleum & Gas                                      2                                                          1.0%
9- Others                                                    12                                                           6.1%
Total                                                        197                                                       100 %
III.2 Instruments
All measures used in the path analysis were sourced from extant literature, adapted to the research context, and translated from English into French. The variables are further described as follows.
III.2.1 Innovative Behavior (INNOBEH)
In order to surpass the problem of self-rating scale and to ensure both the reliability and the validity of the innovative behavior measure, we used an intermediary, in particular the managing directors and/or the chief executive officers (CEOs) as supervisors. These supervisors were asked to report on a seven-point Likert-type scale ranging from "No extent" to "Very large extent" the degree to which their managers engage in innovative work behaviors (the Appendix gives more details about the adopted scale). We adopted these items from the innovative behavior scale elaborated by Scott and Bruce (1998); Dorenbosch et al (2005); and De Jong and Den Hartog (2010). Cronbach's reliability coefficient (0.86) for all seven items was considered widely acceptable.
III.2.2 Ownership Structure 
In order to analyze the impact of ownership structure on manager's innovative behavior, we consider the following measures, depending on the assumptions to be tested. Firstly, ownership concentration (LARGE) was captured as the total percentage of ownership of all shares that is owned by the top three largest shareholders of the firm (La Porta et al., 1999). Secondly, State ownership (STATE) was measured as the proportion of shares held by all levels of government including its related subsidiaries, and solely state-owned firm (Choi et al 2011). Thirdly, family ownership (FAMIL) of a firm was captured as the total percentage of ownership of all shares that is held by the founder and his or her immediate family members (Wu, 2008). Finally, institutional ownership (INSTI) was measured as the percentage of shares held by all financial institutions including banks, finance and insurance companies, mutual funds, investment companies (Belev, 2003). 
III.2.3 Board composition
The mediating variable, INDDIR (also called outsiders, or non-executive directors), is defined as the percentage of independent directors on the board. We calculated this ratio score by dividing total number of outside directors on the board by total number of directors. Based on prior research (Mak & Roush, 2000), we define independent director as a person who: (1) has not any ties with the firm except as directors; (2) is not a delegate for or appointed by a dominant shareholder of the firm; and (3) is not a director or employee of a related firm.
In order to ensure the coherency of all variables in our theoretical model, the percentages of governance mechanisms have been transformed on psychometric scales and especially on Likert items (seven-point Likert scales).
III.2.4 Control variables  
A number of control variables are also used to account for alternative determinants to manager's innovative behavior including firm size (SIZE) and firm age (AGE). Indeed, we employed the number of employees as a proxy for firm size, and the number of years in operation since establishment as a proxy for company age.
III.3 Data screening and descriptive statistics 
At first, we should examine whether the observed variables verified the underlying assumption of multivariate normality distribution. In order to verify this assumption, we used Mardia's (Mardia, 1970; Mardia, 1974) coefficient of multivariate kurtosis (τ), which can be expressed by the following formula:


Where xi is the ith observation on the P observed variables,   is the vector of their means and  is the unbiased estimate of their population covariance matrix. 
This coefficient has a mean of 0 and a standard error of  . The critical ratio obtained by dividing the sample coefficient by its standard error. Using AMOS 18.0 software, we obtained a coefficient of 4.139 with a critical ratio of 1.585 (to say that non-normality was not a major problem for a data, critical ratio should be less than 1.96). Consequently, non-normality was not a major issue for our data.
The sample includes 197 SMEs selected from the Tunisian Agency for the Promotion of Industry and Innovation Portal, which comprises all companies in all sectors. Firms, which have a number of employees that exceeds 300, are excluded from the sample[footnoteRef:4]. Table 2 shows the results of the descriptive statistics and the correlation coefficients between constructs. Descriptive statistics (panel A) cover mean, standard deviation, and the minimum and maximum values of all studied variables. From this table, we can see that the mean of the top 3 largest shareholders is 75.764 with a standard deviation of 14.437, which indicates a high ownership concentration in Tunisian SMEs. The maximum top 3-share ratio is extreme, at 100, meaning that 100% of shares are owned by the top 3 shareholders for some companies. This signifies that the three largest shareholders have a considerable power to control the firm and dominate other shareholders. In sum, the most Tunisian firms are not listed on stock exchanges, but both listed and unlisted companies are characterized by a concentrated ownership structure, in which a single large owner or a small group of owners holds a controlling share in the firm. In addition, family ownership is about 50% on average. This mechanism varies considerably, with a minimum of 0 and a maximum of 90.687. Overall, Family-owned groups are one of the distinguishing characteristics of corporate ownership in Tunisia, especially in the SMEs context. To recap, due to the concentration ownership and power in influential families, Tunisia has also been slow in the development of corporate governance practices.  [4:  According to the Tunisian Financial Market Council (FMC), enterprises qualify as SMEs if they meet a staff headcount ceiling of 300 (FMC Bulletin N° 2588 Wednesday 03 May 2006).] 

The same table further shows that the average percentage of ownership held by Tunisian government is relatively low in our sample with a mean of 10.137%. Another distinctive feature of corporate ownership in Tunisia has been the degree of presence of the State in the firm’s ownership structure. During the recent years, the role of the state in owning and controlling Tunisian firms has been greatly reduced by the privatization program. Indeed, before 1980s, the Tunisian state was the main founder and manager of the most enterprises in several key industries notably the banking sector. At the end of this period, the privatization program has been launched in order to reinforce the economy's efficiency and the opening onto exterior markets. On average, institutional investors hold about 25% of the firm's equity, with extremes as low as 0 and as large as 51.881. This fractional stake is higher than the one documented by Khanchel El-Mehdi (2007), who studies samples of large firms. Despite these figures, institutional investors such as banks and insurance companies do not exert an important effect on governance of Tunisian SMEs. Overall, and similarly to Italian market, institutional investors play a marginal role in Tunisian market , not only because of their shareholding that is becoming more and more limited, but also because of the considerable presence of family shareholders, which does not offer their activism.  Most notably, there are very few outsider-dominated boards, which appear with a mean of just 9.334 %. This fraction of independent outsiders on the board is smaller than that documented in Khanchel El-Mehdi's (2007) study. This is likely due to the presence of smaller businesses in our sample. In general, in most Tunisian companies, the board of directors is under the relevant influence of dominant blockholders. In other words, the presence of independent directors in the corporate board was related to controlling shareholders by family or business ties. 
Table 2: Descriptive statistics and construct correlations
Panel A: Descriptive Statistics
Variable                        Mean                                Standard Deviation                 Minimum                          Maximum           
1. LARGE (%)              75.764                               14.437                                     28.042                              100.000	    
2. STATE (%)               10.137                               15.175                                       0.000                                79.574	                  
3. FAMIL (%)               49.961                               25.981                                       0.000                                90.687   
4. INSTI (%)                 25.397                               10.604                                       0.000                                51.881   
5. INDDIR (%)             09.334                                 9.611                                       0.000                                40.000 
6. INNOBEH                −                                         1.236                                       1.000                                  7.000   	      
7.  Firm Age                 02.989                                 1.071                                        1.000                                  7.000
8. Firm size                   04.051                                 0.827                                       1.000                                  6.000           
Panel B: Correlation Matrix for whole sample
Variable           LARGE       STATE      FAMIL        INSTI         INDDIR         INNOBEH        AGE             SIZE
1. LARGE         1.000           0.229***     −0.216***	 0.387***       −0.375***       0.403***            −0.259***      −0.032
2. STATE                              1.000         0.001           −0.108        0.398***          −0.227***          0.059             0.131
3. FAMIL      	        1.000	           0.130           0.093             −0.292***           0.047            0.122
4. INSTI         	                                                             1.000           0.303***          0.425***             −0.035        −0.165**
5. INDDIR   	    	                                                             1.000             −0.485***           0.227***       −0.192**
6. INNOBEH       	                                                                                                  1.000                 −0.053         −0.105
7.  AGE                            				                               	                       1.000             0.073
8. SIZE          					                              1.000
Note: N=197
*** P < 0.01
** P < 0.05
Table 2 also reports summary statistics for control variables. We see that the firm age is relatively low in our sample with a mean of 3 (range from 11 to 20 years), which signify that the SME sector in Tunisia is still young. Finally, we also see that the average firm size is about 4 indicated that the firms in our sample have a number of employees between 150 and 199. Correlation coefficients of variables are reported in Table 2 (Panel B). No serious correlation is revealed between the independent constructs, reducing the potential menace of multicollinearity. Commonly, this Table clearly exhibits that manager's innovative behavior has significantly correlations with ownership structure-related variables and the percentage of independent directors in the board. 
III.4. Results of path analysis 
To test the hypothesized relationships, structural equation modeling using Analysis of Moment Structures (AMOS 18.0) and maximum likelihood estimation method was employed. Drawing on prior research (Baron & Kenny, 1986; Hartmann & Slapnicar, 2009), we used a step-wise approach to perform the analysis of the path model. At the first stage, we tested whether ownership structure affects manager's innovative behavior directly to test hypotheses H1a, H1b, H1c, and H1d. At the second stage, we ran LISREL by introducing the percentage of outside directors as the mediating variable, as portrayed in Figure 3, to test the other hypotheses.  Before testing the hypothesized relationship in our path-analytic model, model's goodness of fit should be assessed through multiple fit indices. As can be seen in Table 3 (Panel A), the Chi-square is 110.919 (with 68 degrees of freedom) and statistically significant. The fit statistics are greater than the 0.90 benchmark, with IFI= 0.93; TLI= 0.92; CFI= 0.93. These statistics indicate that the data fits the model. Similarly, the level of RMSEA was satisfactory (RMSEA=0.057), below the relevant benchmark of 0.08. Additional test including a parsimonious index (PNFI=0.73), indicating a good fit to the data.
Table 3 (Panel A) provides a summary of the analysis results of the direct model. As expected, hypothesis H1a was supported, which implied that increased ownership concentration in the firm was associated with increased innovative behavior of manager (β=0.35, t=2.851, p<0.01). Additionally, H1c was supported, arguing that increased family ownership was associated with decreased manager's behavior with regard to innovation (β=−0.26, t=−2.204, p<0.05). Hypothesis H1d was also supported, showing that the institutional investors significantly associated with the innovative behavior of manager (β=0.34, t=2.810, p<0.01). For the State ownership hypothesis H1b was rejected (β=−0.23, t=−1.970, p<0.05). The explanatory power (R2) of the direct structural model is very satisfactory: 0.37 for explaining innovative behavior.
Table 3: Results of SEM analysis
Panel A: Direct Effects
Hypothesized path                                                            β-value        t-value          Sig.                   Results
H1a. Large shareholders             Innovative behavior              0.35                2.851               ***                   Supported
H1b. State ownership             Innovative behavior               −0.23              −1.970               **               Not supported 
H1c. Family ownership             Innovative behavior            − 0.26            −2.204                **                     Supported
H1d. Institutional ownership             Innovative behavior       0.34                2.810               ***                    Supported
−      Firm age           Innovative behavior                                ns                −0.141                −	−
−      Firm size	         Innovative behavior	                          ns                −0.704                −	−
Variance explained (R2) = 0.37
Goodness of fit statistics χ2 (df) = 110,919 (68); RMSEA= 0.057; IFI= 0.93; TLI= 0.92; CFI= 0. 93; PNFI= 0.73
Panel B: Full model (Direct and Indirect effects)
Hypothesized path                                                              β-value         t-value          Sig.                Results
H1a. Large Shareholders             Innovative Behavior                ns                   0.634                −             Not supported
H1b. State Ownership              Innovative Behavior                   ns                −0.050                 −              Not supported
H1c. Family Ownership             Innovative Behavior                 − 0.24         −1.896                **                  Supported
H1d. Institutional Ownership             Innovative Behavior            0.54             2.780               ***                Supported
H2a. Large Shareholders             Independent Directors             −0.41          −2.551               **            Not supported
H2b. State Ownership              Independent Directors                   0.38	 2.351               **                  Supported
H2c. Family Ownership             Independent Directors              ns	 0.198               −               Not supported
H2d. Institutional Ownership 	   Independent Directors        0.34	 2.123               **                  Supported
H3.   Independent Directors              Innovative Behavior          −0.59          −2.124              **                   Supported
H4.   The mediating role of Independent Directors	−	−                 −    	Supported
 −     Firm Age             Innovative Behavior                               ns                     0.450              −	−
 −     Firm Size  	         Innovative Behavior                              ns	−1.378               −	−
Variance explained (INDDIR as an endogenous variable) (R2) =0.43   
Variance explained (INNOBEH as an endogenous variable) (R2) =0.57
Goodness of fit statistics: χ2 (df) = 122,651 (76); RMSEA= 0.056; IFI= 0.93; TLI= 0.91; CFI= 0. 92; PNFI= 0.69
Note: χ2= chi-square statistic; RMSEA= Root Mean Square Error Approximation; IFI =Incremental Fit Index; TLI= Tucker–Lewis Index; CFI= Comparative Fit Index; PNFI= Parsimonious Normed Fit Index.
*** P < 0.01
** P < 0.05
* P < 0.1
ns: not significant


A structural equation technique was also used to examine the hypothesis that the percentage of independent directors in the board would serve a "mediating" role in explaining association between ownership structure and manager's innovative behavior. Results of the analysis of the direct and indirect model, which are summarized in Table 3, panel B, indicate that the data fit the proposed structural model very well: χ2 (df) = 122,651 (76); RMSEA= 0.056; IFI= 0.93; TLI= 0.91; CFI= 0. 92; PNFI= 0.69. 
Baron and Kenny (1986) underlined a set of stages in order to validate the role played by the mediator variable in the model. The first stage involves asserting a significant association between the independent variable and the potential mediator. In the second stage, the independent variable must influence significantly the dependent variable. The third stage consists to regressing the dependent variable on the independent and mediator variables simultaneously.    To verify the presence of a  full mediation in our model, two conditions should appear: (1) the mediator must influence significantly the dependent variable, (2) the association between the independent variable and the dependent variable must appear less or non-significant. In contrast, partially mediation is indicated when the association between the independent variable and the dependent variable remains significant after the introduction of the potential mediator. 
The introducing of independent directors into the model as a mediating variable reveals that ownership concentration is negatively associated with independent directors (β=−0.41, t=−2.551, p<0.05) and the independent directors are also negatively associated with manager's innovative behavior (β=−0.59, t=−2.124, p<0.05). Nevertheless, the significance of the relationship between ownership concentration and innovative behavior disappears (β=ns; t=0.634) (see Table 3, panel B). Despite the rejection of hypothesis H2a, we can suggest that the percentage of outside directors fully mediates the relationship between ownership concentration and the innovative work behavior of manager. Results also show that the association between State ownership and independent directors is significant (path coefficient =0.38, t=2.351, p<0.05) and the association between independent directors and innovative behavior is also significant. Hence, Hypothesis H2b (State ownership is positively associated with independent directors) and H3 (independent directors is negatively associated with innovative behavior) are supported. Moreover, after the introduction of the mediator variable, the direct relationship between State ownership and innovative behavior becomes insignificant. Thereby, it can be stated that independent directors fully mediate the relationship between State ownership and innovative behavior. Furthermore, as depicted in Table 3 (panel B) and in Fig. 3, the relationship between institutional investors and independent directors is significant (path coefficient =0.34, t=2.123, p<0.05) and the association between independent directors and innovative behavior is also significant. This leads to the acceptance of H2d (institutional ownership is positively associated with independent directors), and of course H3 (independent directors is negatively associated with innovative behavior). The significant effect of institutional ownership on outcome variable persists after the mediating variable of outside directors was included. Therefore, independent directors partially mediate the relationship between institutional ownership and innovative behavior. Finally, the insignificant association between family ownership and independent directors (β=ns; t=0.198) rejects hypothesis H2c (that is family ownership is related negatively to independent directors). In other words, independent directors cannot be a mediator variable between family ownership and manager's innovative behavior. In the full model, the percentage of the variance that was explained increased (from R2=0.37 to 0.57). To summarize, with the hypotheses H2a, H2b, and H2d, all conditions were met for the demonstrating that the percentage of outside directors in the board mediated the link between ownership structure and manager's innovative behavior. 
 (
AGE
) (
Family Ownership
)

	  0.11	0.03
 (
R
2
=0
.57
) (
Large Shareholders
) (
Institutional Ownership
)	 −0.24**	
 (
Independent Directors
) (
Innovative Behavior
)		  0.03	
                                                          −0.41**	            −0.59**
 (
State Ownership
)	R2=0.43
	0.38**	
0.54***
	  0.34**	−0.01	−0.09
 (
SIZE
)



Note:
         Proposed path significant at P < 0.05 and P < 0.01 
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Figure.3 Standardized results of the covariance structure analysis (The full model)
IV) DISCUSSION AND IMPLICATIONS
Research on the contribution of governance structure to corporate innovation has increased in recent years. The majority of this study emphasizes the importance of ownership structure to understand its ability to perform strategies, activities, and behaviors essential to business success. Yet, few empirical researches have been realized to date to delineate the nature of the influence of the governance structure on innovative behavior in the firm. The central aim of the present paper is to investigate whether ownership structure affects manager’s innovative behavior and if so, whether the effect is mediated by board composition-outsiders’ representation on the board-. To this end, we used structural equation model of the relationship between above-mentioned variables, which we then examined using manager data collected from Tunisian SMEs.
IV.1. Ownership structure and innovative behavior
The data analysis reveals that innovative behavior is associated with the four sets of antecedent variables of ownership structure (Large shareholders, state ownership, family ownership, and institutional investors). Since all of direct associations are significant and in the postulated direction except state ownership variable, one may conclude that, the agency theory is a viable means of studying the relationship between governance structure and corporate innovation. Indeed, the significant and positive relationship between ownership concentration and manager’s innovative behavior (H1a) asserted in the literature (Choi et al., 2011), is supported in this work. A possible explanation of this result is that large shareholders appear with a positive role in monitoring managers’ behavior with regard to innovation in Tunisian SMEs. Indeed, in firms with concentrated ownership, large shareholders can emerge with a leadership role in controlling managers. This power leads to reduce agency conflicts between shareholders and managers, and thus, it can alleviate agency costs associated with innovation activities by encouraging management team to implement creative innovation ideas in his firms. Second results on H1b to H1d urge consideration of multiple dimensions of ownership structure as a means of understanding innovative work behavior of manager. For example, family ownership (H1c) and institutional ownership (H1d) are both associated (negative and positive associations respectively) with innovative work behavior of manager. These findings support past research conclusions on the role of family (Donckels and Frohlich, 1991) and institutional investors (Lee 2005). We suggest some possible underlying explanations. First, it is not surprising that when the family members own major stakes in the firm, managers tend to be less innovative. Indeed, innovation projects may be less attractive for family owners in the sense that they are risk averse. Munari et al (2011) have argued this behavior by the fact that a large part of the family members’ wealth is invested in the firm. Second, our results indicate that higher percentage of institutional owners in the firm translates into more collaborative relation with managers and, thus, has greater consequences on the adoption of innovation in the firm. Institutional owners can manage agency problems and risk-aversive behaviors of managers by encouraging them to create and implement innovative strategies and projects, which may align the interests of managers and the firms’ owners. In contrast, our study highlights a contradictory results with reference to the past research studies regarding the nature of the association between government owners and manager’s innovative behavior (H1b). These four variables explain 37% of variance, indicating that the direct model provides a powerful explanation.	
IV.2. Mediating effect of board composition 
This paper highlights the dual role of board composition-outsiders’ representation- in the context of research on adoption innovation. It is both a predictor of innovative behavior (H3) and a mediator variable in the relationship between ownership structure and innovative behavior (H4). For the first role, the negative association between outsiders’ representation and innovative behavior is consistent with some empirical studies ((Mannix, 1993; Kor, 2006). Our results support the general proposition that large number of outside directors on the board limits a manager’s ability to generate and implement innovative strategies and activities in the firm. Secondly, Comparing the model before introducing the mediator variable (board composition- outsiders’ representation-) to the model after introducing the mediator variable, the direct effect of large shareholders and state ownership on manager’s innovative behavior becomes insignificant when incorporating the mediating effect of outsiders’ representation. Moreover, large shareholders and state owners’ effects on outsiders’ representation and outsiders’ representation effect on manager’s innovative behavior are significant. This result shows that large shareholders and state owners influence manager’s innovative behavior through board composition-outsiders’ representation- with obvious effects. Comparing with and without mediating effect models, the direct effect of institutional investors on manager’s innovative behavior increase when incorporating outsiders’ representation mediating effect (β=0.34 to β=0.54). Institutional ownership effect on outsiders’ representation and outsiders’ representation effect on innovative behavior are significant. Thus, indicating that institutional ownership affects manager’s innovative behavior through board composition-outsiders’ representation-. Finally, the insignificant relationship between family ownership has only a direct effect on manager’s innovative behavior. These results indicate a significant role of board composition as a mediator variable in the relationship between ownership structure and manager’s innovative behavior. Thereby, this supports the majority findings of prior studies (Schleifer & Vishny, 1986).
IV.3. Practical implications
The results of our study have some practical implications for firms that are faced with a dynamic and turbulent environment requiring more engagement in innovative investments. The first implication arising from this paper is that reform and restructuring of board of directors’ composition is indispensable for Tunisian SMEs. Our study demonstrates that when the proportion of outside directors increases, managers are less willing to experiment and invest on the opportunities to innovate. From the application viewpoint, the study results should encourage nominating committees and seniors to reflect warily on an effective structuring of board composition by ensuring a certain priority for innovation activities in the firm. A second important implication of this study is that companies and owners should create or develop independent governance mechanisms that allow controlling all actions and decisions of both corporate board and management team in order to avoid any conflicts to occur. In developing governance mechanisms, nevertheless, firms should take into account several factors that may influence the relative costs and benefits of particular mechanisms such as environment and risks (Kor 2006). The last implication centers on the effectiveness of corporate board. Indeed, firms and shareholders should focus more attention on the function of the board of directors in order to better discover and identify the synergy points between management team and corporate board with regard to innovation activities.
IV.4. Research limitations and future study
Our study represents an initial attempt to test empirically, on the one hand, the relationship between ownership structure and manager’s innovative behavior, and on the other hand, the mediating role of board composition in this relationship. As with any research, this study is not without its limitations. Using cross-sectional sample with questionnaire is the first limitation of this study. Longitudinal study that takes into account changes in both ownership structure and board composition, in over time is an important opportunity for future research. The measure of instruments of governance variables is the second limitation of this paper. Each of these variables is only captured using one item that may not adequately capture all its dimensions. For future research proposition, it is useful to measure this kind of variable using a more objective instrument to enhance its reliability and validity.
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Appendix 
Definitions of the items used to measure innovative behavior:
Please indicate to what extent, the director …
1- …Searches out new working methods techniques or instruments?
2- …Generates ideas on how to optimize knowledge and skills within your department?
3- …Generates original solutions for problems?
4- …Provides new solutions to old problems.
5- …Elaborates appropriate plans for the implementation of new ideas.
6- …Develops adequate plans and schedules for the implementation of new ideas.
7- …Eliminates obstacles in the process of idea implementation?
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