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ABSTRACT

Whether free cash flow (FCF) can induce growth opportunity and monitoring
effect, prior studies got inconsistent conclusions. After controlling the effect of
agency problem (AP, proxy by personnel expense), we retest the implications of
FCF on not-for-profit organizations’ operation. The empirical results show that FCF
has not significantly positive relation with both growth opportunity and monitoring
effect. After separating the samples into high AP (high personnel expense) and low
AP(low personnel expense) groups, low AP group shows that FCF has significantly
positive relation with both growth opportunity and monitoring effect.
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