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6. Concl sion

Our study contributes to the literature by examining the relationship between free 

cash flow, corporate governance, and over-investment for Chinese listed firms. Although 

there is an extensive literature studying the links between them, similar literature on 

Chinese firms is very limited. Our study fills the gap. Another contribution is that we 

study both over-investment and under-investment. We find that corporate governance 

characteristics have different impacts on the two subsamples. In contrast, prior literature 

focuses mainly on over-investment. 
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