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Abstract

In recent years, China's digital economy has developed vigorously, and the
digital economy has become an important force for stable growth and transformation,
and an important way to achieve national innovation-driven development. With robust
policies promoting real-digital integration, China's manufacturing firms are swiftly
advancing in digital transformation, but there are still problems such as "big but not
strong™” in China's manufacturing industry. Therefore, the Party and the government
place significant emphasis on prioritizing the digital changes happening in
manufacturing companies, and the report pointed out that "it is necessary to accelerate
the construction of a manufacturing power, a quality power, a space power, a
transportation power, a network power, and a digital China." Studying the impact and
the way digital transformation affects innovation performance in manufacturing
companies is crucial for promoting the high-quality development of China's
manufacturing industry.

Drawing from both theoretical research outcomes and practical exploration
experiences concerning enterprise digitalization, internal control quality, and
enterprise innovation performance, both domestically and internationally, this paper
analyzes the industry and regional distribution of listed manufacturing enterprises in
China according to the research idea of "theoretical basis - research hypothesis -
empirical test - policy suggestions”. Based on panel data of Chinese listed
manufacturers from 2007 to 2022, this paper explores the impact of digital
transformations on innovation performance in manufacturing firms as well as the
intermediate effect and boundary conditions of internal control quality in the effect of
digital change on how well manufacturing companies innovate. This further proposes
strategies to enhance innovation performance in manufacturing companies through
digital transformation at the government, industry, and enterprise levels. The main
conclusions are: (1) At present, the listed manufacturers undergoing digital
transformation in China are mainly concentrated in technology-intensive enterprises,
which exceeds the sum of capital-intensive manufacturing companies and labor-
intensive factories. At the same time, the number of listed manufacturing enterprises



implementing digital transformation presents a phenomenon of "echelon distribution”
in the region, from high to low, it is the eastern, central and western regions, and the
number of digital transformation enterprises in the eastern region is about twice that
of the digital transformation number in the central and western regions; (2) Digital
transformation has a significant promoting effect on the innovation performance of
manufacturing enterprises, indicating that digital transformation can help enterprises
enhance their ability to obtain and analyze information, reduce costs and increase
efficiency, and thus enhance their ability to innovate; The enhancement of internal
control quality due to digital changes can further boost enterprise innovation
performance; (3) Internal control quality partly determines the impact of digital
changes on innovation performance in manufacturing companies. In other words,
high-quality internal control facilitates the influence of digital transformation on
innovation performance in manufacturing enterprises; (4) From the perspective of
external influencing factors, environmental uncertainty negatively moderates the
effect of digital changes on how well manufacturing companies innovate, and
diminishes the beneficial influence of internal control quality on the innovation
performance of manufacturing firms; (5) Digital transformation affects innovation
performance differently for manufacturing companies in various industries or regions.
Capital-intensive manufacturing firms and those in the eastern region experience
significant improvement in innovation performance through digital transformation.
Conversely, digital transformation has minimal impact on innovation performance
improvement for labor-intensive, technology-intensive, and central/western region
manufacturing firms; (6) To help Chinese manufacturing companies improve how
they innovate through digital transformation, the government should be committed to
improving the policy system of enterprise digital transformation, accelerating the
construction of new digital infrastructure, and empowering small and medium-sized
enterprises to digital transformation; The manufacturing industry should strive to
improve the industrial digital ecosystem, optimize the digital talent training model and
strengthen the construction of public information sharing platform; Manufacturing
enterprises should do a good job in strengthening digital technology enabling mining
digital transformation value-added play the key role of entrepreneurs.

Keywords: Manufacturing enterprises; Digital transformation; Enterprise
innovation performance; Internal control quality; Environmental uncertainty
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