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Abstract

This investigation explores the impact of hybrid work flexibility on employee performance,
emphasizing the role of work engagement and the influence of digital leadership competency.
Utilizing SET, the study implemented a cross-sectional design and gathered samples from
employees, analyzing data via AMOS from 395 IT manufacturing employees operating in a
hybrid work environment in Pakistan. The results indicate that the flexibility of hybrid work has
a beneficial impact on employee performance, with work engagement serving as a partial
mediator in this connection. Furthermore, the competency in digital leadership influences the
extent to which hybrid work flexibility affects employee performance. The findings from this
study offer both theoretical insights and practical applications for organizations operating in
hybrid work environments.

Keywords: Hybrid Work Flexibility, Work Engagement, Employee Performance, Digital
Leadership.

1. Introduction

Businesses around the world have been forced to adapt due to the COVID-19 pandemic,
and this has accelerated digital transformation in countries like Pakistan. When it comes to
dealing with competitive pressure, increasing innovation, streamlining processes, and responding
effectively to market changes, digital technologies are crucial (Kraj¢ik et al., 2023). Since small
and medium-sized enterprises (SMEs) account for more than 90% of Pakistan's private sector,
contribute 40% to GDP, and employ 78% of the country's workforce, digital transformation is
now essential rather than elective(Alfalah et al., 2025).

With an eye toward its potential, the Pakistani government established the "Digital

Pakistan Vision" and small and medium enterprise policies within the Ministry of Information
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Technology and Telecommunication to encourage the adoption of technology and the acquisition
of digital knowledge by enterprises (Gill et al., 2021). Despite these efforts, SMEs are still
falling behind in the adoption of digital technology due to factors like inadequate infrastructure,
a lack of capital, and an absence of trained workers (Khan & Sarkar, 2024). Over half of
Pakistan's SMEs are unable to implement digital solutions due to a lack of qualified leadership
and management, according to a recent study (Alkhayyal & Bajaba, 2024).

Employees may be dissatisfied and digitally productive when firms undergo digital

transformations due to factors such as resistance from employees, the stress that comes with new
technology, and difficulty in achieving a good work-life balance (Ghosh et al., 2020). Pakistan
is largely composed of young people, a large portion of whom are both internet users and
productive members of society (Desty Febrian, 2025). As a result, the total performance of
transitioning organizations is significantly impacted by how successfully workers utilize digital
tools to fulfill activities. This highlights the importance of workers' digital abilities (Santillan et
al., 2023).
When researching digital technology and businesses in Pakistan, researchers seldom take a look
at how digitalization has affected workers. We still don't know nearly enough about what kinds
of organizational features aid SMEs in succeeding in the digital sphere. The importance of
digital leadership in fostering employee engagement and digital innovation has been highlighted
by recent research (Gao & Gao, 2024). This type of leadership includes having a vision,
advocating digital approaches, and being technically proficient.

The term “hybrid work flexibility" refers to a paradigm change in the planning,
execution, and assessment of work, rather than just a change in logistics. It gives workers more
control over when and where they get their jobs done, which could lead to a more motivated and
effective staff. During this change, the ability of people to innovate is now crucial for
organizations to stay alive and compete in a complicated, unpredictable, and ambiguous
environment (Nagshbandi et al., 2024). According to Toscano et al. (2025),Employees innovate
at work; it means they come up with new ideas, spread them around, and put them into action.
Recognizing the impact of flexible work structures on performance is becoming more important
as organizations aim to adapt and innovate. Troster & Brosi (2025) notes that there is a lack of

study about the interaction of HWF, EIP, WE, and DLC in the Pakistani setting. For smaller
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businesses dealing with limited resources and high levels of unpredictability, understanding the
interplay between these factors is crucial for improving digital performance. It aims to fill a
need in the literature by investigating the impact of HWF and EIP through the mediation of WE
and the moderating role of DLC. According to the research, which relies on the SET, HWF
influences EIP and the mediating connection that moderates it. This study sheds light on the best
practices for developing digital competence in Pakistan's workforce, which is essential for the
country's burgeoning digital economy.

This article has also made several essential contributions to the understanding of digital
transformation in SMEs, especially in Pakistan. It throws a light on the difficulties that these
businesses encounter, including a poor infrastructure and trained leadership, which makes it hard
to implement digital technologies even though they play an important role in the economy. The
paper highlights how digital leadership can promote employee engagement and innovation,
providing insight into how leadership can be used to initiate successful digital initiatives. It also
presents the notion of hybrid work flexibility (HWF) and its effect on employee innovation
performance (EIP), demonstrating that a flexible work organization can increase motivation and
creativity at work. Moreover, the paper discusses how work engagement (WE) mediates the
interaction between HWF and EIP, which continues the theory of social exchange theory in the
digital transformation environment. Finally, it fills a literature gap, as its literature is limited to
the Pakistani setting, and presents real-life suggestions on how to address the issue of digital
competencies within the workforce, which is essential to the developing digital economy in
Pakistan.

2. Literature Review and hypothesis development
2.1. Social Exchange Theory

Social Exchange Theory (SET) is a fundamental framework in social psychology and
sociology that explains human interactions based on the exchange of rewards and costs. The
theory suggests that individuals engage in social relationships with the expectation of gaining
benefits, which they weigh against the costs involved in the interaction. People are viewed as
rational actors who aim to maximize rewards and minimize costs, where rewards can be tangible,

like money or status, or intangible, like emotional support or companions (Homans, 1958).
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Conversely, costs can involve time, effort, or emotional strain. Relationships are more
likely to be formed and sustained when the perceived rewards outweigh the costs, leading to
satisfaction and commitment (Blau, 1964). A key component of SET is the comparison level
(CL), which refers to the expectations individuals have based on past experiences or social
norms. When the rewards and costs of a relationship align with or exceed these expectations, the
relationship is seen positively. On the other hand, if these expectations are not met,
dissatisfaction may arise, prompting individuals to seek alternative relationships (Olaus &
Veronica, 2025). Another important concept in SET is the comparison level for alternatives,
which reflects the perceived best available alternative if the current relationship were to end. If
an individual believes that better alternatives exist, they may be motivated to leave the current
relationship (Cropanzano & Mitchell, 2005). Power and dependence also play a central role in
SET, with power being defined as the ability of one individual to influence another through the
exchange of resources. An individual’s dependence on the other for rewards increases their
vulnerability, giving the other party more power within the relationship. Equity, the balance of
rewards and costs, is another key principle of SET, with individuals being most satisfied when
they perceive that both parties in a relationship are contributing and receiving equally. If one
party feels they are giving more than receiving, dissatisfaction or resentment may arise.
Reciprocity, the mutual exchange of benefits, is central to sustaining relationships, with
individuals expecting that favors will be returned over time. SET has widespread applications,
including in organizational behavior, where it helps explain employee motivation, job
satisfaction, and leadership dynamics. In interpersonal relationships, it provides insights into how
exchanges of support and resources influence friendships, romantic partnerships, and family
dynamics. By focusing on the balance of rewards and costs, SET offers a comprehensive
understanding of how relationships are formed, maintained, and dissolved, making it a valuable
framework for analyzing both personal and professional interactions (Cropanzano & Mitchell,
2005).

2.2 Hybrid Work Flexibility and EP

Hybrid Work Flexibility (HWF) refers to the arrangement that allows employees to split

their time between working remotely and in the office, offering them greater control over where

and when they work. Previous studies have suggested that such flexibility can significantly
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enhance Employee Performance (EP). For instance, Desty Febrian (2025) found that hybrid work
models lead to increased productivity and job satisfaction by providing employees with the
autonomy to manage their work-life balance. This increased autonomy is crucial, as it reduces
the stress typically associated with rigid work schedules, allowing employees to optimize their
work environment for maximum efficiency. Moreover, (Deng et al., 2023) demonstrated that
employees in hybrid work setups experience lower levels of burnout and higher job satisfaction,
factors that are positively linked to improved performance. Similarly, (Toscano et al., 2025)
found that when employees have the flexibility to work remotely, they tend to show higher
motivation and engagement, which directly translates into enhanced performance outcomes.
Hybrid work models foster a sense of ownership and responsibility over work tasks, which can
lead to greater innovation and creativity (JaB et al., 2024). Employees, when given the freedom
to work in environments that suit them best, often exhibit higher levels of commitment, reduced
absenteeism, and increased creativity, all of which contribute to higher performance levels.
Additionally, studies such as those by Apenbrink & Kuhlmann (2025) have highlighted the role of
flexibility in improving employee engagement, as workers feel trusted and empowered to work
in ways that best suit their personal and professional needs. This sense of empowerment drives
greater contributions to organizational goals and performance. Thus, the relationship between
HWEF and EP is supported by the argument that hybrid work arrangements enhance autonomy,
job satisfaction, and engagement, which all foster a productive work environment and improved
employee performance across various industries. Therefore, hypothesized that:
H1: Hybrid work flexibility positively affects EP.
2.3 Work Engagement's Mediating Role

Work engagement is best described as a positive mental state that includes vigour,
determination, and complete engagement. It clarifies the part played by workers' willingness to
go above and beyond in creative and innovative endeavors (Santillan et al., 2023). Social
Exchange Theory (SET) suggests that Hybrid Work Flexibility (HWF) is seen as a reward that
enhances job satisfaction, leading to greater engagement and performance. Employees
reciprocate this flexibility by increasing innovation and productivity. Kumari et al. (2025)
highlight that flexibility serves as a key resource, boosting engagement and performance.

Research from Pakistan supports this, showing that hybrid work increases employee happiness
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and is viewed by managers as more productive than fully remote work. In SET terms, the
exchange of flexibility for higher performance benefits employees and employers.

Due to the COVID-19 epidemic, people started to have more options about their
schedules and locations of employment. Numerous studies attest to its various beneficial effects.
A significant positive correlation between flexible work arrangements and characteristics of
employee performance, such as efficiency, innovation, and well-being, was found by the meta-
study (KIsU, 2023). Furthermore, by increasing their internal motivation and assisting them in
aligning their energy and creativity with their work, knowledge workers with flexible schedules
significantly increased their attempts to innovate (Gao & Gao, 2024). Employees who have
hybrid work flexibility (HWF) are more motivated and psychologically healthy since they can
choose when and where to work. Work engagement (WE), a state of vigor, effort, and focus, is
encouraged by this independence and is positively correlated with innovative behavior. Flexible
work arrangements as a job resource that increases engagement, which in turn boosts innovation.
Studies support this mediation link (Alkhayyal & Bajaba, 2024; Toscano et al., 2025). In a
similar (Van Gorp et al.,, 2023) demonstrated that engagement acted as a mediator in the
relationship between inventive outputs and job flexibility. H2 is therefore recommended:

H2: The association between employee performance and hybrid work flexibility is
mediated by job engagement.

2.4 Employee Performance, Hybrid Work Flexibility, and Digital Leadership Competency
Within companies that use hybrid working, hybrid working flexibility, or HWF, has been a
logical shift. The atmosphere is sufficiently active to support employee autonomy, work-life
balance, and improved productivity. Despite earlier research showing a favorable relationship
between work engagement (WE) and the flexibility of hybrid employment (Alfalah et al., 2025).
There are some situations in which this relationship is not applicable. Digital leadership
capability (DLC) is one of the most important moderating characteristics that could characterize
this kind of connection. The ability of a leader to employ digital technologies, virtual teams,
organization, and a digitally inviting organizational culture is defined as digital leadership
competency (Khalid et al., 2020). Employees in hybrid workspaces often become frustrated

because they are uncomfortable using digital tools to complete tasks, interact with coworkers,
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and connect with management. Leaders with a high degree of digital competency can help
establish this kind of environment by implementing the seamless integration of technology,
offering assistance when needed, and promoting digital upskilling. Employees become more
psychologically invested in their work as a result, and they gain greater confidence in the
organization's digital structure (Arafat et al., 2024; Bong et al., 2024). Leadership is regarded as
a critical organizational resource that affects the motivation process that results in engagement in
the SET model. Employees see fewer digital barriers, more pro-social communication, and a
better orientation to organizational goals when hybrid work flexibility is combined with a high
level of digital leadership ability. This kind of synergy increases job engagement and fosters the
motivation potential of hybrid work (Charles et al., 2025). Conversely, in environments with
low levels of digital proficiency, the adaptive aspects of flexibility may be overshadowed by
inadequate communication, digital fatigue, and a lack of support, leading to low employee
engagement. Thus, it is suggested that:

H3: The link between hybrid work flexibility and employee performance is moderated by

digital leadership competency, with a greater correlation when digital competency is high.
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Figure 1: Conceptual Framework

3. Research methodology

3.1 Sample and Data

Data was gathered from small and medium-sized enterprises (SMESs) in Peshawar, Islamabad,
and Lahore, Pakistan. A random sampling method was employed to ensure the sample's

representativeness and reliability. Human resource managers from the selected IT companies
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were briefed on the objectives and confidentiality guidelines of the research. After receiving
consent, HR departments provided access to lists of employees working in hybrid or flexible
roles. To make the study applicable to a wide range of SME workers across Pakistan, the
research team randomly selected participants from these lists. This approach aimed to include a
diverse mix of job roles, organizational positions, and hybrid work setups across different
companies. Before distributing the survey, the research team obtained approval from an ethical
review board and ensured that all participants understood the survey and its implications.
Participants were required to have at least six months of experience in their hybrid role to
provide meaningful insights into hybrid work flexibility, digital leadership, and employee
performance.

3.2. Measurement Scale

Hybrid work flexibility (HWF) refers to the degree of control employees have over when and
where they perform their work, such as alternating between remote and office settings, while
maintaining productivity. Research has shown that HWF can act as a catalyst for driving
innovation, particularly in knowledge-intensive roles, as it provides employees with the
autonomy to choose the work environment that best suits their needs. Studies have assessed
HWEF using various scales, including the 8-item measurement scale developed by (Gill et al.,
2021), which includes items such as "I can decide which days to work from home™ and "I can
use my judgment to complete a task.” These items reflect how hybrid work structures enable
employees to make decisions that can positively impact their productivity and creativity.
Employee performance (EP) refers to an individual’s ability to generate, promote, and implement
innovative ideas that contribute to improvements in products, services, or processes within an
organization. Al Koliby et al. (2022) proposed a 10-item scale to measure employee innovation
performance (EIP), with items like "I will provide new ideas to improve the current situation”
and "I can transform innovative ideas into actual applications.” These measures reflect the
importance of innovation in enhancing individual performance and organizational growth,
emphasizing the role of creative thinking and idea implementation in improving outcomes. Work
engagement (WE) is a positive, fulfilling state of mind at work, characterized by vigor,
dedication, and absorption. The concept of work engagement has been widely studied, and

(Ghosh et al., 2020) developed a 6-item measurement scale to assess it. Items like "I feel full of
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energy at my work™ and "I am enthusiastic about my job" capture the essence of work
engagement, which is associated with higher motivation, job satisfaction, and overall
performance. Engaged employees are more likely to contribute meaningfully to organizational
success through their commitment and energy. Digital leadership competency (DLC) refers to
the ability of leaders to effectively manage, inspire, and guide teams in a digital environment,
using technology to achieve strategic goals. Bellis et al. (2024) introduced an 8-item scale to
assess DLC, with items such as "l ensure the team adopts and integrates digital solutions
effectively” and "l enable digital communication and knowledge sharing across virtual
channels.” These items reflect the leader's role in fostering a digitally competent workforce and
supporting organizational adaptability through effective use of technology. As organizations
increasingly rely on digital tools, the ability of leaders to manage these transitions is crucial for
maintaining team performance and engagement. HWF, EP, WE, and DLC interact to create a
work environment where flexibility, innovation, engagement, and effective leadership drive
enhanced employee performance and organizational success.

3.2.1. Pilot study

A pilot study was done with a sample of 50 professionals in a hybrid context to evaluate the
reliability, clarity, and appropriateness of the research instrument. The questionnaire
independently assessed well-validated assessment scales for Hybrid Work Flexibility, Work
Engagement, Digital Leadership Competency, and Employee Performance using a 5-point Likert
scale. Data were collected via an online survey, revealing a high internal consistency across all
constructs as indicated by the Cronbach alpha coefficients: Hybrid Work Flexibility (alpha =
0.83), Work Engagement (alpha = 0.87), Digital Leadership Competency (alpha = 0.89), and
Employee Performance (alpha = 0.91). Several modifications were implemented to enhance
clarity in response to the participants' feedback. The results validated that the instrument was
dependable and suitable for the primary inquiry.

3.2.2. Data Collection and Error Elimination

The majority of this study's data came from electronic surveys. We refined the data to guarantee
the quality of the responses. Questionnaires that remained unanswered for a minimum of 5
minutes were omitted from the study. The average duration required to complete the

guestionnaire in the pilot study was utilized to set the benchmark for the entire investigation. We
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scrutinized surveys for missing information or contradictory responses to ascertain the data's
credibility. Consequently, we eliminated 45 invalid surveys, yielding 395 valid responses.

4. Results

4.1 Demographic Information

Table 4.1 gives a professional and demographic representation of the sample population. As far
as the gender is concerned, the sample consists of a majority of male participants (63.04 per cent
of those who considered themselves male, 36.96 per cent of those who considered themselves
female). The highest age groups are 26-30 years with 25.06 percent and 31-35 years with 24.81
percent, but the lowest age groups are less than 25 years at 9.62 percent and older than 50 years
at 10.88 percent. In terms of education, the majority of the respondents have either a college
education (30.63%) or a bachelor's degree (35.94%). A smaller percentage are high school
educated or less so (16.45%), and the few possess a master's or doctorate (9.62 and 7.34%
respectively). Regarding work experience, most people have 1-5 years (30.63) and 6-10 years
(27.34) of experience, with fewer people having over 10 years of work experience. The youngest
group is 16-20 years of experience (13.16%). Finally, most of the sample is in the category of
employee (41.77%), then junior managers (29.11%), middle managers (23.54%), and a very
minor percentage in the senior management positions (5.57%). This distribution implies a
workforce that is reasonably young and well educated; more of them were in the junior and

middle management divisions.
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Table 4.1 Demographics Variable

Category Subcategory (n) (%)
Gender Male 249 63.04
Female 146 36.96
Age Under 25 years 38 9.62
26-30 years 99 25.06
31-35 years 98 24.81
3640 years 63 15.94
41-50 years 54 13.67
Over 50 years 43 10.88
Education High school or lower 65 16.45
College 121 30.63
Bachelor's degree 142 35.94
Master's degree 38 9.62
Doctoral degree or higher 29 7.34
Work 1-5 years 121 30.63
Experience
6-10 years 108 27.34
11-15 years 66 16.71
16-20 years 52 13.16
More than 20 years 48 12.15
Designation Employee 165 41.77
Junior Manager 115 29.11
Middle Manager 93 23.54
Senior Manager 22 5.57
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4.2 CFA

CFA is the method for confirming that the model's construct grouping is a good fit (Hair,
Gabriel, & Patel, 2014). This study gave the following results. X2 (p) equals 606.247, with a
value of 0.000; X2 /df has a value of 1.263, and RMSEA measures 0.022. Besides, both
incremental fit indices, IFI and CFI, are 0.989. Next, parsimonious fit indices indicate that PGFI
is 0.802 and PNFI is 0.863. The researchers considered Average Variance Extracted and
Composite Reliability values during the study. The values that AVE recorded included Hybrid
Work Flexibility of 0.653, Employee Innovation of 0.633, Work Engagement of 0.627, and
Leadership Competency of 0.642; all of which surpassed 0.5. For CR to have value, the Hybrid
Work Flexibility score should be 0.802, Employee Innovation 0.755, Work Engagement 0.811,
and Leadership Competency 0.761. If the AVE is greater than 0.5 and the CR is greater than 0.7,
then the factor analysis indicates significant validity. Also, all significance values were below
0.001. Also, the structure’s reliability is reviewed. According to Cronbach's alpha, HWF had an
alpha of 0.919, EP 0.896, WE 0.913, and LC 0.899. A Cronbach's alpha > 0.7 indicates that the

reliability analysis results are valid. The findings are all listed in Table 4.2.

Table 4.2 CR, AVE, and Factor loading

Construct F.L AVE CR o

HWF 0.71-0.85 0.653 0.802 0.919
EP 0.68 —0.82 0.633 0.755  0.896
WE 0.70-0.83 0.627 0.811 0.913
LC 0.69-0.84 0.642 0.761  0.899

Discriminant validity was measured by dividing the square root of each construct's Average
Variance Extracted (AVE) by its correlations with other constructs (Fornell & Larcker, 1981).
The results are in Table 4.3. The off-diagonal cells represent inter-construct correlations, while

the diagonal cells represent AVE square roots. The square roots of AVE (bold diagonal entries)
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are larger than the inter-construct correlations within the same row and column in all four
constructs. The square root of Hybrid Work Flexibility's AVE (0.808) is higher than its
connection with Employee Innovation (0.542), Work Engagement (0.495), and
DigitalLeadership Competency (0.518). Similar trends are observed in EP (0.796 >0.542, 0.523,
0.501), Work Engagement (0.791 >0.495, 0.523, 0.478), and Digital Leadership Competency
(0.801 0.518, 0.501, 0.478). These data fit the Fornell-Larcker criterion and show that every
latent variable correlates more with its indicators than with any other variable. The measuring
paradigm has sufficient discriminant validity, and Hybrid Work Flexibility, EIP, Work
Engagement, and Digital Leadership Competency are empirically diverse (Hair et al., 2017)

Table 4.3 Discriminant validity

Constructs 1 2 3 4
HWF (0.808)
EIP 0.542  (0.796)
WE 0.495 0.523 (0.791)
DLC 0.518 0.501 0.478 (0.801)

4.4 Hypothesis Testing

Results from hypothesis testing reveal several significant relationships within the
research model. First, a substantial positive relationship was identified between high-
performance work practices (HWF) and employee innovation (EI), with a standardized
coefficient (B) of 0.522, a t-value of 5.628, and a p-value of less than 0.001, confirming research
hypothesis 1. Next, the mediating effect of work engagement (WE) was assessed using structural
equation modeling (SEM). The indirect path from WE to HWF to EIP proved to be significant,
with an effect value of 0.398 and a significant p-value, along with a 95% bootstrap confidence
interval that excludes zero. This indicates that a culture of WE significantly mediate the

association between HWF and EIP, thereby verifying hypothesis 2. Furthermore, the moderating
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effect of digital leadership capabilities (DLC) was also examined using SEM. The indirect path
from DLC to HWF to EIP showed significance, with an effect value of 0.172 and a p-value of
less than 0.006, along with a 95% bootstrap confidence interval that excludes zero. This suggests
that DLC plays a significant moderating role in the relationship between HWF and EIP,
confirming hypothesis 3.

Table 4.4 Hypothesis Association

Path B t-value p-value Result

HWF — EIP 0.522 5.628 0.000 Supported

WE — HWF — EIP  0.398 4.851 0.000 Partial mediation
DLC— HWF — EIP  0.184 2.863 0.000 Moderation Supported
5. Discussion

This study demonstrates that employees in organizations characterized by hybrid flexibility and
digitally proficient senior leaders exhibit higher levels of engagement and creativity. This study
illustrates that flexibility can enhance motivation and engagement among employees in the
workplace. Previous findings, i.e., Kraj¢ik et al. (2023), indicate that flexible planning in SMEs
enhances employee engagement, thereby fostering innovation in Pakistani organizations
(Nagshbandi et al., 2024; Olaus & Veronica, 2025). This study expands the field by
demonstrating that DLC can influence the pathway. Charles et al. (2025) that digital fluency
empowers leaders to manage hybrid teams. In addition, Olaus & Veronica (2025) demonstrate
that digital leadership fosters flexibility and innovation within the public sector in Pakistan. Our
results indicate that leaders with strong DLC enhance the positive impact of flexibility on
engagement. These findings align with SET (Cropanzano & Mitchell, 2005), affirming that the
qualities of leaders influence organizational functioning. Hybrid leadership yields similar
positive outcomes in Pakistan's public sector, enhancing team members' commitment and
fostering innovation (Wan & Du, 2022). The research indicates that digital leadership is

significant in hybrid IT environments. Nonetheless, there remain critical areas requiring further
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research. Consequently, the majority of previous research, including our own, relies on cross-
sectional data, which limits the ability to draw definitive cause-and-effect conclusions. Given the
ongoing evolution of hybrid work and digital transformations, it is essential to conduct
experimental or longitudinal studies to determine the directionality of effects and to assess them
similarities or differences. Similarly, examining healthcare, education, and manufacturing is
beneficial, as recent research in Pakistan, such as (Wirth et al., 2025) indicates that WE and
HWEF significantly contribute to motivating and engaging workers in remote operations.
Additionally, we identified other factors, such as HWF and EIP culture, that have not been
thoroughly analyzed. DLC quality should be examined in conjunction with HWF and EIP
culture, as this is essential for elucidating the intricate interactions within the organization.
Managers must cultivate competencies in leadership and technology, as identified by Zia et al.
(2024) in their study on Pakistan.

5.1 Practical Implications

The findings indicate several critical actions to be undertaken by employees, policymakers, and
HR managers within the evolving SME sector of Pakistan. The study indicates that hybrid work
flexibility serves as a significant job resource, fostering employee engagement and encouraging
the generation of innovative ideas. Post-pandemic, organizations should integrate hybrid work
strategies into their future HR and operational plans, as there is a growing expectation for these
to become standard (Kumari et al., 2025; Zhou et al., 2023). Allowing staff to determine their
schedules and select their workspaces can significantly enhance their motivation, creativity, and
dedication. Digital leadership competency significantly influences outcomes; therefore,
organizations must provide flexibility while prioritizing the development of digital leaders.
Individuals proficient in technology and capable of managing remote teams, utilizing online
tools, and maintaining virtual communication are more likely to enhance employee engagement
in hybrid work environments (Zia et al., 2024). Digital competency training must be integrated
into leadership development plans within HR, prioritizing online teamwork, cybersecurity, and
skills associated with digital emotions. Furthermore, leaders who exhibit adaptive behaviors and
endorse innovative ideas can enhance the beneficial outcomes of hybrid work. In countries such

as Pakistan, the importance of digital transformation is heightened, despite challenges related to
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infrastructure deficiencies and inadequate training (Nagshbandi et al., 2024; Olaus & Veronica,
2025).
5.2 Theoretical Implications
This study offers significant contributions to various theoretical domains through the application
of diverse methodologies. This study supports a component of the SET, indicating that increased
flexibility in hybrid work enhances worker focus and commitment, ultimately resulting in more
innovative outcomes (Amerstorfer & Freiin von Minster-Kistner, 2021). This study supports
prior research by demonstrating that work engagement acts as a mediator in hybrid work
environments in South Asia. The study introduces Digital Leadership Competency (DLC) as a
significant factor influencing the SET framework. It illustrates the role of leadership skills in
facilitating or hindering the connection between talent and business performance. The
characteristics of leaders influence both organizational processes and outcomes. The study
connects leadership theories with contemporary work design models applicable in digital
environments. The results indicate that DLC facilitates firms' strategies, particularly within
hybrid digitally-enabled structures. E-leadership evolves, facilitating the incorporation of
technology-related leadership traits into organizational behavior theories .(Wirth et al., 2025).
5.3 Limitation

This study has certain limitations. The researchers employed a cross-sectional method,
which limited the ability to establish relationships between variables. Reciprocal or third-
variable effects may exert influence, and conducting longitudinal research can enhance the
reliability of the results. The utilization of employees' self-reported data in the study may have
introduced common method bias. Learning from the supervisor or colleagues in the workplace
may mitigate this risk. The research primarily concentrates on Pakistan's SME sector within
urban areas; thus, the results should be interpreted in this context. Workplace practices,
technology utilization, and leadership approaches may vary across different industries and
between rural and urban settings. The findings may not align with experiences in healthcare,
education, or manufacturing. The study lacked controls for personality, digital skills, and mental
flexibility, despite evidence indicating their potential impact on involvement and creativity
(Toscano et al., 2025).
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5.4 Directions for Future Research

Due to the aforementioned limitations, several promising avenues for further research are
proposed. Initially, research must employ designs that examine the evolution of engagement and
innovative performance over time. Such designs enable researchers to observe the impact of
changes in work models on the identified earnings disparities as they are implemented.
Additionally, future research should collect data from diverse sources to mitigate common
method bias and improve result accuracy. Reviewing information from supervisors, HR reports
(such as performance appraisals), and digital monitoring tools (for example, records of
collaboration platform usage) enhances understanding of individuals' responses. Investigating
the functioning of policies across various regions of the country would significantly aid
researchers in concluding. In Pakistan's SMEs sector, certain relationships have been identified.
However, conducting similar studies in the health, banking, education, and manufacturing
sectors, across both rural and urban settings, could provide insights into the applicability of these
relationships in diverse contexts. Subsequent research should examine the integration of
individuals' digital competencies, emotional states, mindsets, and learning methodologies into
the analysis. Personal characteristics of employees may influence their responses to a hybrid
work environment and their perceptions of leaders' digital competencies, which in turn impact
their engagement and innovation at work (Trevino Garcia & Christensen, 2025). The subsequent
step involves analyzing cultural moderators, particularly in regions such as Pakistan, where
individuals often exhibit a stronger alignment with community values. The extent of power
distance, the degree of uncertainty avoidance, and the emphasis on social harmony within a
culture can influence leadership styles and team dynamics, fostering engagement and promoting
innovation. Examining these connections enhances the applicability of Western theories, such as

the SET model, in South Asian contexts.
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