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Abstract 
 
The purpose of this paper is to investigate the relationship between investment in fixed assets 
and free cash flows of financially constrained US restaurant firms given their future investment 
opportunities. We investigate how restaurant firms invest in fixed capital given their internal 
liquidity and access to external sources of capital. While the debate over sensitivity of 
investments to cash flows remains unresolved, it has not been explored widely in industry 
contexts, especially in the restaurant industry. Our paper will not only add to this continued 
discussion through an industry perspective, but will also provide insights into the investment 
behavior of restaurant firms.  
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