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ABSTRACT

We postulate that resource allocation decisions consistent with dynamic capabilities can improve
financial performance, but that governance moderates the relationship between resource allocation
flexibility and financial performance. Using more than a decade of data on US public universities, we find
that flexibility has much more impact when matched by lower levels of governance that allow greater
expenditure autonomy for university executives and administrators.

METHOD

We used linear regressions to model a university's financial performance (dependent variable),
conditional on several covariates. Our sample consists of all public universities in the US since the
adoption of Governmental Accounting Standards Board (GASB) statements 34 and 35 in 1999.
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