
 
 

ABSTRACT 
 
HENDRO SASONGKO. The Analysis of Impact of Free Cash Flow to 
Shareholder Value. Under direction of NOER AZAM ACHSANI, ROY SEMBEL 
and TRIDOYO KUSUMASTANTO. 
 

The controversy has arisen concerning with free cash flow as a determinant 
of the shareholder value still exist. It is an interesting challenge to study about 
phenomenon of varying the influence of free cash flow to the shareholder with the 
contextual factors. This study uses the descriptive approach with secondary data 
analysis method. The sample of this research is include 184 non-financial 
companies listed on Indonesia Stock Exchange and consistently submitted the 
audited financial report within the 2003-2010 period. This study has come into 
some conclusions. First, most of the free cash flow within the 2003-2010 period is 
negative while the shareholder value in the same period tend to increase.  The 
second conclusion is the total free cash flow and the negative free cash flow could 
not be determinant in creating of shareholder value, while the positive free cash 
flow has no information contents in creating of shareholder value. The third 
conclusion is the free cash flow has no positive influence to the shareholder value 
which stronger when the investment opportunity set is also higher but there is 
influence of investment opportunity set as moderating variable of negative free 
cash flow to shareholder value. The forth conclusion is the free cash flow and the 
leverage has negative influence and otherwise the shareholder value from the 
previous period has positive influence to the shareholder value. The fifth 
conclusion is free cash flow has no influence to the shareholder value when the 
concentration of the ownership is high. The sixth conclusion it dividend policy has 
no influence to the shareholder value. The seventh conclusion is this study 
confirmed signaling theory in creating of shareholder value, only if the investment 
opportunity set becomes a contextual factor that included in free cash flow. This 
study is also confirmed the agency theory related to the agency problem in 
leverage policy which has negative influence to the shareholder value. The high 
investment opportunity set only meaningful to the negative influence of the free 
cash flow to shareholder value.  
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