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Abstract

Under the background of building up a new development pattern, there would be a certain
hinder to the target of sustainable development of the enterprises if we could not push the
landing of the performance management of state-owned enterprises. Consequently, the paper
explores the existing problems and the reasons for the performance management of Z
Company based on analyzing the features of digital transformation and upgrade; besides, the
paper also proposes correspondent reasonable suggestions and protective measures for the
quality and level of performance management of state-owned enterprises.

Combined with the digital transformation and upgrade and the current situation of the
performance management of state-owned enterprises.With the Z Company, for example, the
paper analyzes the existing problems and the reasons for the performance management of
state-owned enterprises under the background of digital transformation with literature
research, a questionnaire survey and a combination of qualitative and quantitative analysis.
Furthermore, there would be pertinently adoption of strategies and protective measures to
enhance the competitiveness of state-owned enterprises. At the same time, the paper would
also provide theoretical evidence for the undertaking of relevant practices in enterprises and
the formulation of relevant policies.
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Introduction

State-owned enterprises, in addition to being one of the important sources of state
revenue, are also an important part of promoting the country’s economic development.
Therefore, the healthy and stable development of state-owned enterprises is an inevitable
requirement for the normal operation of the economy. The deepening of the market
mechanism has brought about increasingly fierce competition between enterprises, which
makes it possible for enterprises to face the risk of being eliminated from the market if they
fail to keep up with current trends and strengthen their own strength. On the basis of the
government’s management of state-owned enterprises, enterprises themselves must also
improve their own management level. Performance management level, as an important
measure of an enterprise’s overall management level, plays an important role in enhancing the
core competitiveness of an enterprise and promoting the development of its employees.
Therefore, improving the performance management level of state-owned enterprises is
indispensable to achieve the long-term strategic goals of enterprises.

Therefore, this paper combines the characteristics of digital transformation and
upgrading and the current situation of performance management in state-owned enterprises,
and takes Company Z as an example for research. With the help of literature research method,
questionnaire survey method and the combination of qualitative and quantitative analysis, this
paper is devoted to analyzing the problems in the performance management of state-owned
enterprises in the context of digital transformation and its causes; meanwhile, how to improve
the performance management of state-owned enterprises in the context of digital
transformation and upgrading and its corresponding guarantee measures are also explored.

Objectives

First, this paper is devoted to building a theoretical platform for the study of
performance management of state-owned enterprises in the context of digital transformation
and upgrading. Based on the combing of relevant literature, the concepts of digital
transformation, state-owned enterprises and performance management are defined.

Second, this paper aims to analyze in depth the current situation, problems, and
causes of SOE performance management in the context of digital transformation and
upgrading, and to propose corresponding improvement strategies. In this paper, Company Z is
used as a case study to deeply analyze the characteristics of digital transformation and
upgrading, while the deficiencies in performance management of Company Z are discussed in
depth through the questionnaire method and other methods, and the causes are discussed in
depth to make suggestions.

Material and Method

1. Literature review

Lin Gengkun and Gong Qing (2021) analyzed the need for digital transformation of
SOEs from four aspects: political, economic, social, and technological. They analyzed the
market structure of Company X at the present stage using the “five forces” model. At the same
time, they analyzed the disadvantages and advantages of SOEs in transformation and
upgrading according to the SWOT model, and proposed the path of digital transformation for
SOEs. Zhang Liang (2021) proposes that the digital economy is also increasingly becoming
the core driving force of the national economy. Luzhou Laojiao Group, as a leading state-
owned enterprise in Luzhou, has the need to actively pioneer innovation and utilize advanced
technologies such as 5G, artificial intelligence, digital twin, and blockchain to achieve
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productivity liberation. Qi Yudong, Du Bo, and Wen Xin (2021) et al. systematically explore
the mechanisms and paths of embedding national missions into the digital transformation of
SOEs based on the digital transformation practices of three central enterprises, as well as the
model choices for digital transformation of SOEs under different mission orientations.Liao
Jiacai (2021) proposed that with SOE national laboratories as the core engine function of
technological innovation in digital economy, the formation of scientific data business models
should be accelerated and the industrial application of common technologies for quality
infrastructure should be advanced into; at the same time, it is necessary to adapt to the digital
growth of service trade and the trend of unilateralization of U.S. policies, and accelerate the
establishment of a risk assessment mechanism for the value preservation and appreciation of
state-owned assets.

2. Research hypothesis

In this paper, the purpose and significance of the study are firstly clarified and the
relevant concepts and theoretical foundations are elaborated, and then a theoretical platform
for the study of performance management of state-owned enterprises in the context of digital
transformation and upgrading is built. On this basis, this paper is devoted to analyzing the
current situation of performance management in Company Z in the context of digital
transformation, analyzing the problems and their causes from it, and proposing rationalized
suggestions for improving performance management in Chinese state-owned enterprises.

This paper explains the relevant concepts and theoretical foundations. Based on the
definition of the concepts of digital transformation, state-owned enterprises and performance
management, the theoretical foundations of motivation theory, three pillars of human
resources theory, performance management theory, and enterprise informatization theory are
elaborated. This paper also conducts a status quo analysis to explore the problems and their
causes in the performance management of state-owned enterprises in the context of digital
transformation and upgrading through questionnaire survey method, case study method, and a
combination of quantitative and qualitative analysis based on the analysis of digital
transformation characteristics and performance management SWOT analysis.

Introduction of Company Z: CHINA Construction First Division Group (hereinafter
referred to as Company Z) is the 13th largest investment and construction group in the world
in 2021. Headquartered in Beijing, it was established in 1953 and its core competencies rank
among the top in the world.

Results and Discussion

1. Characteristic analysis of digital transformation and upgrading.

1.1 Characteristics of human resource management of Company Z in the context
of digital transformation and upgrading. In the context of digital transformation and
upgrading, the difference between HRM characteristics HRM of Company Z before and after
digital transformation and upgrading is mainly reflected in three changes in HR analysis
system, HR work and HR structure and concept.

1.2 Application levels of digital transformation. There are three application
levels of digital transformation, which are information level, digital level and intelligent level.
When in the informatization level, the core work at this time is to realize the information
sharing among enterprises. The digital level requires sensing employee behavior and building
a digital portrait that reflects the credible state characteristics of employees. At the intelligent
level, the core work is to build an algorithmic model for decision making.

2. SWOT analysis of performance management in Company Z

Due to certain threats in the performance management of Company Z, its talent
turnover and the operation order of its human resource management system became chaotic.
Therefore, only by integrating organizational strategic planning with human resource planning
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can employee satisfaction and loyalty be improved to a certain extent, and employee
motivation can be effectively enhanced. Although Company Z has taken the initiative to
“synchronize” its performance management approach and platform with the company’s
strategic development, the linkage between the two is still at a “two-way” level. In addition to
its talent structure to be optimized, its strategic investment, network information technology,
new material engineering, structural construction and other professional talents need to be
strengthened and trained to improve their knowledge and application of performance
management. And because performance management talents have a serious lack of
understanding of digital technologies such as big data, Internet and artificial intelligence, the
office is biased toward paper-based. At the same time, the short start of the digital system
platform and the insufficient number of related talents led to the insufficient momentum of its
own digital industry and technology development, and the existing platform could not meet
Company Z’s requirements for innovation and development; meanwhile, there were problems
with Z’s talent development mechanism. In terms of human resource management, Company
Z lacks long-term strategic planning, and the mechanism of talent training, introduction, use
and evaluation and incentive needs to be improved. It is these shortcomings that cause the
large flow of talents in some positions, and there are certain problems in the flow of talents in
other positions.
3. Questionnaire Distribution of sample characteristics

Sample Characteristics Number of people Percentage
Gender Male 85 oa.4%
Female 47 35.6%
28%
30 years old and below 37
31-40 years old 52 39.4%
Age 41-50 years old 34 25.8%
50 years old and above 9 6.8%
13.6%
Graduate student and above 18
) Undergraduate 55 AL.7%
Education College 51 38.6%
High School and below 8 6.1%
0,
Senior Management 5.3%
7
Title Rank Middle Management 14 10.6%
Grassroots and other personnel 11 84%
20.5%
Less than 1 year
1-2 years 2! 25%
Years of work Y 33
2-3 years 51 38.6%

More than 3 years 2 15.9%
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Grade distribution table

Average score per question Grade
4.5 points or more Excellent
3.5-4.5 points Good
2.5-3.5 points Moderate
Less than 2.5 points Poor

Statistical results of the questionnaire survey on performance management in Company Z

Qulslz['lon Type of questions in the questionnaire Ag/cec:?ge Grade
Relevance of performance management to the
company’s development strategy
Employee’ understanding of and participation in
per?orn};ance managemen% ’ P Moderate
7.8 The r(_JIeIof performance appraisers in performance Moderate
appraisa
9. 10 The scientific nature of performance indicators g?? Poor
11. 12  The motivation of performance management to 246 Moderate
13-15 employees 3.32 Moderate
Fairness, impartiality and scientificity of 3.11
16. 17 performance management system 2.45 Poor
18-20 The development and role of performance 2.39 Poor
21, 22  interviews 2.87
23 The role of performance appraisal results on 2.95 Moderate
24 employee performance improvement 2.88 Moderate
25-26 Employee’s satisfaction with the performance 2.44
27-28 management system Moderate
Employees’ satisfaction with the authenticity of Poor
performance appraisal
Employees’ understanding of performance
appraisal
Total 24.85

Based on the results of the data obtained from the questionnaire survey, this paper
conducts relevant summary analysis. Combined with the communication interviews with the
employees of Company Z, the problems in the performance management of Company Z under
the background of digital transformation and upgrading are summarized and categorized.

Assumption Verification

1. Lack of management awareness of the role of performance management systems
Given that the starting point of performance evaluation is to improve efficiency, distribution is
not the ultimate point of performance evaluation. Qualified performance evaluation is required
to enhance the simultaneous development of the company and employees, and to improve
performance by parsing the causes. However, in the actual management process, we found that
a small number of managers in Company Z had a misconception about the role of performance
management. They often think that performance appraisal results only provide reference for
the allocation of performance bonuses and ignore the application of performance appraisal in
promotion, training and job adjustment. Therefore, they do not attach importance to
performance appraisal in both subjective and objective aspects.

2. Lack of a strong performance management mechanism
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The special characteristics of the state-owned enterprise industry and its system must
make the improvement of the performance management mechanism for employees of
Company Z affected by the national policies and the relevant systems and regulations within
the enterprise. In China, the current policies and systems have a lot of influence on the
management of Company Z, which to a certain extent hinders the establishment and
improvement of the mechanism related to performance management in Company Z.

3. Lack of management talents with data analysis ability

Although the talents related to data and information analysis are highly specialized,
they generally do not have a deep understanding of modern HR theories; on the other hand,
although new employees have new ideas, new thoughts and rich theoretical knowledge, they
are relatively inexperienced in management skills and experience. As far as management work
is concerned, the direction of performance management will be inaccurate in case that
managers do not pay much attention to it and do not give enough corresponding guidance and
support.

4. Lack of strong safeguards

Performance feedback, communication and interviews provide strong guarantees for
the achievement of performance goals, but the specific implementation and management
system of these links in Company Z is not perfect. It is implemented very infrequently in terms
of inspection, tracking and guidance. Once problems arise, they are more likely to be solved
by each department on its own, and the overall situation is rather chaotic. The level of
implementation varies, which in turn leads to these methods not being fully effective in
achieving performance goals.

Conclusion

1. The analysis of the current situation of performance management in Company Z
reveals that there is still room for improvement in the process of performance management in
Company Z. Firstly, because the company’s performance appraisal objectives are not highly
related to the corporate development strategy objectives, the employees do not have a deep
understanding of the corporate development strategy; secondly, the company’s performance
index items are not set scientifically enough, and the design of index weights also has certain
problems; at the same time, the way and method of index evaluation are not objective enough;
in addition, because the company’s performance feedback and performance result application
are not reasonable, the employees are not satisfied with the current performance management
system. Finally, the use of intelligent tools in the whole performance management process is
not enough and does not meet the requirements of performance management in the digital
background.

2. The analysis of the questionnaire and the study of the current situation of Company
Z reveal the problems of performance management in Company Z in the context of digital
transformation and upgrading. These problems include: poor fit between performance
management objectives and company strategy; subjectivity in performance appraisal; lack of
timeliness and reliability in feedback and application of performance appraisal results; low
intelligence in performance management; and insufficient employee participation in the
performance management process. On this basis, this paper further analyzes and concludes
that the reasons for the problems of performance management in Company Z are the lack of
understanding of the role of performance management system by the management; the lack of
strong performance management mechanism; the lack of management talents with data
analysis ability; and the lack of strong guarantee measures.

3. After a profound analysis of the performance management problems and the causes
of the problems in Company Z, this paper further proposes the following strategies about the
performance management improvement of state-owned enterprises in the context of digital
transformation and upgrading. These are the five points of organically integrating performance
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goals with strategic goals, improving the scientificity of performance indicators, strengthening
the application of performance feedback and assessment results, introducing intelligent
performance management methods and means, and enhancing the awareness of employee
participation, respectively. On this basis, specific guarantee measures for the implementation
of the four-point strategy are proposed, which are about the five major aspects of
comprehensively improving the level of understanding of the performance management
system by the superior leaders; optimizing human resource planning; improving the
performance management mechanism; improving the information literacy of the performance
appraisal team; and establishing a performance-oriented corporate culture.
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