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Effects of Slack Resources on Firm Performance
and Investment Results under Financial Crisis
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Abstract: The resolution of the dispute over the role of slack resources
needs studying under specific conditions. This paper takes the global finan-
cial crisis in recent years as the background which is a typical environmental
change, and employs the panel data of 1,107 Chinese A-share listed compa-
nies from 2006 to 2009 to test the buffer effects of slack resources.It con-
firms that unabsorbed slack resources play a greater role in normal period
and absorbed slack resources in crisis period. In comparison to normal peri-
od, investment results become worse under financial crisis, which are fur-
ther worsened by unabsorbed slack resources but are improved by absorbed
slack resources. It indicates that environmental changes give rise to the chan-
ges in the role of slack resources, namely only absorbed slack resources have
the buffer effects and unabsorbed slack resources could increase investment
blindness.especially in crisis period.

Key words: unabsorbed slack resource; absorbed slack resource; fi-
nancial crisis; firm performance; investment (HERE = 2
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