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Abstract

This study investigated the labor demand-supply dynamics among small and medium-sized enterprises
(SMEs) in Mandaue City within the broader context of digital transformation. Guided by a descriptive-
correlational quantitative research design, the study aimed to describe the current state of labor
equilibrium and assess the predictive influence of six key organizational and technological factors:
automation anxiety, digital skills readiness, access to policy incentives, recruitment technology usage,
perceived market volatility, and flexibility in work arrangements. Data were collected from 300
purposively selected SME owners and decision-makers across the manufacturing, retail, and service
sectors using a structured survey instrument. Descriptive statistics were employed to summarize
prevailing labor challenges, while multiple linear regression analysis was used to identify significant
predictors of labor stability. Findings revealed that SMEs moderately sustain labor demand-supply
equilibrium but continue to struggle with timely hiring and skills mismatch. Digital skills readiness (3
= 0.261), recruitment technology usage (3 = 0.189), and flexible work arrangements (3 = 0.143) were
found to significantly and positively influence labor equilibrium, whereas automation anxiety (3 = —
0.142) and perceived market volatility (8 = —0.124) exerted negative effects. Access to policy incentives
was not statistically significant. These results underscore the strategic importance of digital
preparedness, agile workforce systems, and proactive talent alignment in navigating labor market
challenges. The study contributes empirical insights to the evolving literature on digital labor
economics in emerging markets and offers practical guidance for workforce development, policy
design, and SME resilience in urbanized economies such as Mandaue City and across Southeast Asia.

Keywords: /abor demand-supply equilibrium, digital transformation, SMEs, workforce readiness

64



H l: PREO Journal of Business and Management EISSN: 2945-3933
[ H[L & Volume 6, Issue 2, October 2025

INTRODUCTION

The evolution of labor markets in the digital age is rapidly redefining how enterprises recruit, retain,
and upskill human capital. As global economies confront increasing automation, platform-based
employment, and digitally mediated work systems, small and medium-sized enterprises (SMEs) face
the dual challenge of sustaining labor-market relevance while adapting to transformative technologies
(Yuldoshevna 2024). In developing economies such as the Philippines, the dynamics of labor supply
and demand are further complicated by inflationary pressures, regulatory transitions, and sectoral
digital maturity disparities (Rivera et al., 2024). Despite the availability of national labor data, a notable
gap persists: there is a paucity of quantitative, city-level evidence on how SMEs navigate labor
equilibrium in the context of digital transformation. This study addresses that gap by investigating
how digital readiness, automation anxieties, recruitment agility, and policy access influence labor
demand-supply alignment among SMEs in Mandaue City, a rapidly urbanizing commercial center with
a diverse industrial base and emerging digital workforce transitions.

This paper aims to quantify labor equilibrium within the SME sector using a multidimensional model
that incorporates six organizational and technological predictors. In doing so, it offers practical
insights for designing workforce strategies tailored to the digital economy. The novelty of this study
lies in its empirical framing of labor market disequilibrium using demand-supply indicators, an
understudied construct in digital labor economics, and its integration of predictive modeling grounded
in digital-age realities. Drawing from management science paradigms proposed in foresight strategies
such as Pagtanaw 2050, there is an urgent need to develop demand-side labor frameworks that align
workforce readiness with the evolving digital competencies and retention models needed for inclusive
national growth (Macaranas, 2023). Traditional recruitment strategies are proving inadequate in the
face of digital disruption, compelling SMEs to rethink skills matching, recruitment efficiency, and
long-term workforce sustainability (Ligot et al., 2022).

Moreover, this study distinguishes itself by embedding both demand-side and supply-side labor
analytics within the context of technological heterogeneity and organizational adaptation. While prior
studies like that of Ruch & Taskin (2022) highlight the role of macroeconomic shocks, this research
brings attention to localized disequilibria resulting from misaligned recruitment capabilities,
inconsistent digital skills among applicants, and low awareness of policy incentives. By
operationalizing labor equilibrium through indicators such as automation anxiety, recruitment
technology usage, and work flexibility, the study emphasizes the critical need for multidimensional,
digitally aligned labor strategies in SMEs. These findings are particularly relevant for urbanizing
economies where market volatility and digital transition pressures exacerbate employment
mismatches.

Practically, the study holds value for SME leaders, workforce planners, and policymakers by providing
evidence for context-sensitive interventions, including digital upskilling, AI-driven talent forecasting,
and labor policy reform. It also underscores the necessity for real-time, local labor market assessments
to bridge operational gaps and promote SME resilience. Academically, it contributes to the nascent
literature on SME digital labor ecosystems by offering city-level empirical evidence and modeling
approaches applicable to other emerging markets. By aligning theory, practice, and policy, this research
strengthens the conceptual and operational link between digital transformation and sustainable labor-
market equilibrium in the SME sector of Mandaue City.
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Theoretical Background

Automation Anxiety Index

The rise of automation technologies has intensified concerns surrounding workforce displacement
and job insecurity, particularly within small and medium-sized enterprises (SMEs) undergoing digital
transition. The concept of the Automation Anxiety Index captures workers' psychological responses
to perceived threats from automation, which can significantly impact labor dynamics. Baek et al. (2022)
found that workers experiencing higher levels of automation anxiety are more prone to sleep
disturbances, indicating broader implications for productivity and job performance. Bhattacharyya
(2024) further emphasized that frontline workers exposed to automation and robotics often exhibit
heightened anxiety due to fears of redundancy and skill obsolescence, which can result in
disengagement, low morale, and resistance to technological adoption—factors that disrupt workforce
continuity and hinder labor demand-supply equilibrium. Similarly, Yoo et al. (2024) demonstrated how
human-machine interaction design can affect public trust in automation, showing that poor integration
may reinforce anxiety and reduce operational efficiency. The Automation Anxiety Index is shown to
have a statistically significant negative influence on labor equilibrium. This finding underscores the
need for SMEs in digitally transitioning economies like Mandaue City to address automation-related
fears through inclusive workforce strategies, upskilling programs, and effective communication to
sustain labor stability and support adaptive recruitment systems.

Digital Skills Readiness

Digital skills readiness has emerged as a foundational element in navigating the rapidly evolving
demands of the digital economy, particularly within labor markets that are transforming due to
automation and technological integration. As emphasized by Bilan et al. (2023), the ability of
individuals, particularly in public and private sector institutions, to engage effectively in an e-society is
strongly influenced by their digital competencies, which are increasingly considered essential for
functional participation in modern work environments. Stofkova et al. (2022) further reinforce this
notion by highlighting digital skills as a pivotal factor in human resource development, noting that
organizations with digitally proficient employees are better positioned to achieve operational
efficiency, innovation, and sustainable labor retention. This is especially relevant to SMEs, which often
face structural constraints in training and talent acquisition. Spada et al. (2022) add that educational
institutions, as primary pipelines for talent, must adapt their curricula to deliver relevant digital
competencies; otherwise, they risk producing graduates unprepared for digital-era job functions.
Digital skills readiness plays a critical role in achieving labor demand-supply equilibrium. The study’s
findings reveal that digital skills readiness has a statistically significant positive impact on workforce
stability and recruitment efficiency. This affirms the need for SMEs to invest in digital training and to
collaborate with academic institutions to ensure a digitally competent workforce capable of supporting
adaptive business models and long-term organizational resilience.

Access to Policy Incentives

Access to policy incentives plays a critical role in shaping organizational behavior, particularly in
periods of economic or technological transition. Policy frameworks that include financial incentives,
tax reliefs, and direct subsidies have been shown to significantly influence enterprise decision-making,
especially in areas related to innovation, workforce development, and digital transformation. Wang et
al. (2022) highlighted how tax incentives, when effectively structured, can drive innovation by easing
financing constraints and encouraging sustainable investment among firms. However, these benefits
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are contingent on the enterprise's ability to access and navigate the available policies. Similarly, Qadir
et al. (2024) emphasized that while government strategies and incentives, such as those for electric
vehicle adoption, are often well-intended, their impact is undermined when enterprises face barriers
in awareness, application processes, or eligibility. In the context of public health, Torreele et al. (2023)
argued that the alignhment of incentives with public need, rather than private profitability alone, is
essential for inclusive and equitable growth. Translated to the SME sector, this suggests that
accessibility and usability of policy incentives are just as important as the incentives themselves. The
study found that access to policy incentives did not have a statistically significant influence on labor
equilibrium. This outcome may reflect a disconnect between the availability of government support
and the ability of SMEs to access or utilize such programs effectively. It underscores the need for
better communication, streamlined application processes, and targeted outreach to ensure that policy
incentives reach and empower the intended beneficiaries within the SME workforce ecosystem.

Recruitment Technology Usage

Recruitment technology usage has become increasingly central to modern workforce acquisition
strategies, offering enhanced efficiency, scalability, and precision in matching candidates with job
requirements. Tasmukhanova et al. (2022) emphasized the broad potential of digital tools—ranging
from applicant tracking systems to Al-enhanced filtering mechanisms—in streamlining the
recruitment process, especially in competitive labor markets. These technologies reduce manual
workload, improve candidate sourcing, and support data-driven decision-making. Horodyski (2023)
further noted that recruiters perceive Al-based tools as valuable for their ability to enhance objectivity
and speed, although concerns remain regarding transparency, ethical implications, and the need for
human oversight. Additionally, Darko et al. (2022) highlighted the utility of social media platforms in
recruitment, particulatly in reaching broader or hard-to-access candidate pools. While much of this
research has focused on large or technologically advanced organizations, small and medium-sized
enterprises (SMEs) are also beginning to adopt recruitment technologies to address labor supply gaps.
Recruitment technology usage was found to have a statistically significant positive influence on labor
equilibrium. This affirms the practical value of digital hiring tools in improving recruitment timelines
and talent alignment among SMEs. However, the study also implies that maximizing these benefits
requires not just adoption but strategic integration, training, and support to ensure that SMEs can
leverage these technologies effectively in a rapidly evolving labor market.

Perceived Market Volatility

Perceived market volatility refers to how businesses interpret and respond to uncertainties in the
economic, environmental, or industry-specific landscape, often influencing their operational decisions,
labor strategies, and investment behavior. Aftab et al. (2024) noted that perceived environmental
volatility, when coupled with green dynamic capabilities, can either constrain or catalyze innovation
depending on how firms assess and manage external risks. In labor-sensitive sectors such as SMEs,
such perceptions can lead to risk-averse behavior, including reduced hiring, delayed recruitment, or
withdrawal from long-term workforce investments. Dhingra et al. (2024) systematically reviewed stock
market volatility and emphasized that volatility, whether real or perceived, shapes managerial decisions
and can result in defensive organizational strategies, particularly during periods of macroeconomic
uncertainty. Similarly, Liu (2022) demonstrated that heightened volatility in the green bond market
during the COVID-19 pandemic led to fluctuations in market confidence and investment decisions,
reflecting how volatile perceptions can ripple through organizational functions. Perceived market
volatility was found to have a statistically significant negative influence on labor equilibrium. This
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practices, including postponing recruitment or minimizing workforce investments. Such findings
highlight the need for stability-inducing measures such as reliable market forecasting, risk management

training, and government policy support to help SMEs mitigate uncertainty and maintain balanced

labor supply-demand alignment in an increasingly dynamic digital economy.

Flexibility in Work Arrangements
Flexibility in work arrangements has become a central element in modern organizational strategies,
especially as digital transformation accelerates the shift toward hybrid and remote work models. Shifrin
and Michel (2022), in their meta-analytic review, found that flexible work arrangements (FWAs)
positively influence employee health outcomes, reduce stress, and enhance overall well-being, factors

that contribute to higher employee engagement and retention. Tsen et al. (2022) expanded on this by
comparing social exchange theory and boundary theory, showing that FWAs, when aligned with

employee expectations and work-life boundaries, significantly reduce turnover intention and support
workforce stability. Conversely, poorly structured FWAs may create role ambiguity and hinder team
cohesion. In the technology sector, Smite et al. (2022) explored the emerging spectrum of hybrid work
models, noting that flexibility not only supports talent attraction but also facilitates scalability and
continuity in dynamic work environments. Flexibility in work arrangements was found to have a
statistically significant positive influence on labor equilibrium. This underscores the strategic
importance of adopting flexible work models, such as remote work, compressed schedules, and hybrid

arrangements, as mechanisms for enhancing employee satisfaction, minimizing attrition, and aligning
labor supply with evolving operational demands. For SMEs navigating market uncertainties and digital

transitions, FWAs offer a practical pathway to maintaining workforce resilience and optimizing

recruitment in the digital era.
: Automation anxiety has no significant influence on labor demand-supply equilibrium.
: Digital skills readiness has no significant influence on labor demand-supply equilibrium.

Null Hypotheses
Ho
Hos: Recruitment technology usage has no significant influence on labor demand-supply equilibrium.
: Perceived market volatility has no significant influence on labor demand-supply equilibrium.
: Flexibility in work arrangements has no significant influence on labor demand-supply equilibrium.

HOZ

Hos
Hos

METHOD
This study employed a descriptive-correlational quantitative research design to investigate the labor
demand-supply dynamics among small and medium-sized enterprises (SMEs) in Mandaue City in the

Design
context of digital transformation. The descriptive aspect of the design was essential in profiling key
characteristics of SMEs, such as size, industry type, years of operation, and technological literacy, to
establish a foundational understanding of their workforce structures and operational realities. This
approach allowed the researchers to capture the current state of recruitment practices, skill availability,

and labor equilibrium. The correlational component enabled the examination of statistical
relationships between critical variables, such as digital skills readiness, automation anxiety, recruitment

technology usage, market volatility, policy access, and flexibility in work arrangements, and their
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influence on labor demand-supply alignment. This design was the most suitable because it provided
both a snapshot of existing labor conditions and the analytical framework to determine which factors
significantly affect labor stability. It allowed for the identification of predictive patterns without
manipulating variables, maintaining ecological validity while producing actionable insights. Ultimately,
this method ensured a data-driven understanding of how digital and organizational factors interact to
shape labor outcomes in digitally transitioning SMEs.

Environment

The study was conducted in Mandaue City, a highly urbanized and industrialized area in the central
region of the Philippines, known for its dynamic concentration of small and medium-sized enterprises
(SME?s). Strategically located within Metro Cebu, Mandaue serves as a commercial and manufacturing
hub that houses diverse industries, including retail, services, and light manufacturing. Its local
economy is characterized by rapid urban growth, increasing digital integration, and a rising demand
for skilled labor, making it an ideal setting to examine labor market behaviors amid digital
transformation. The city’s SME sector represents a microcosm of broader labor challenges in
emerging economies, where technological readiness and human capital development are critical yet
unevenly distributed. Mandaue City was selected due to its relevance to the study’s objectives,
particularly its unique blend of traditional business models and progressive digital adoption trends.
The SMEs operating in this locale face both opportunities and constraints in adapting to digital
recruitment tools, managing automation concerns, and accessing government labor support programs.
These real-world conditions provide a fertile ground for analyzing the predictors of labor demand-
supply equilibrium. The research environment thus allowed for the collection of rich, context-specific
data that reflect the current challenges and adaptation strategies of SMEs in a digitally transitioning
urban economy.

Respondents

The respondents of this study were owners, managers, and key decision-makers of small and medium-
sized enterprises (SMEs) operating in Mandaue City. A total of 300 participants were selected to ensure
broad representation across various industry classifications, including manufacturing, retail, and
service sectors. These individuals were purposively selected based on their direct involvement in
organizational workforce planning, recruitment, and digital integration processes, ensuring that the
data collected accurately reflects enterprise-level labor dynamics. Respondents varied in terms of
business size, years of operation, and technological literacy, allowing the study to capture diverse
perspectives on labor demand, supply challenges, and digital transformation readiness. The inclusion
criteria required that participants hold leadership roles with sufficient authority to provide insights
into their firms’ labor practices, while exclusion criteria omitted microenterprises with fewer than five
years of operating history and no formal human resource structures. The respondent pool thus
provided credible, relevant, and context-rich data aligned with the study’s goal of analyzing predictors
of labor demand-supply equilibrium in the digital age.

Data Analysis

The data gathered from the structured survey were analyzed using both descriptive and inferential
statistical techniques to examine labor demand-supply dynamics among SMEs in Mandaue City.
Before full-scale deployment, the survey instrument underwent expert validation by three
professionals in labor economics, human resource management, and digital transformation to ensure
content relevance and clarity. A pilot test involving 30 SME respondents outside the main sample was
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also conducted to refine item phrasing and ensure reliability. The instrument yielded a Cronbach’s
alpha score of 0.84, indicating high internal consistency and suitability for empirical analysis.

Descriptive statistics—such as frequencies, percentages, means, and standard deviations—were
employed to profile the respondents and summarize key indicators related to labor equilibrium,
including hiring timeliness, skill availability, employee turnover, recruitment efficiency, and workforce
stability. These descriptive results provided a foundational understanding of the operational realities
faced by SMEs in managing labor resources in the digital era. For inferential analysis, multiple linear
regression was utilized to determine the predictive influence of six independent variables—automation
anxiety, digital skills readiness, access to policy incentives, recruitment technology usage, perceived
market volatility, and flexibility in work arrangements—on the dependent variable: labor demand-
supply equilibrium. This technique was selected for its ability to assess the strength and direction of
relationships among variables and to identify which factors significantly affect labor stability. The
statistical significance of each predictor was evaluated using standardized beta coefficients, t-values,
and p-values, with a significance threshold set at 0.05. The use of regression analysis ensured a robust,
data-driven examination of how organizational and technological readiness influence workforce
alignment, contributing to the theoretical and practical understanding of labor market behavior in the
digital age.

Ethical Consideration

This study adhered to the highest ethical standards in conducting social science research involving
human participants. Before data collection, formal approval was secured from the Institutional
Research Ethics Committee of Mandaue City College, ensuring alighment with established protocols
for participant welfare, voluntary participation, and data privacy. All respondents were briefed on the
research's purpose, scope, and potential implications, and informed consent was obtained through
signed consent forms. Participation was entirely voluntary, with respondents given the right to
withdraw at any stage without penalty or consequence.

All identifying information was anonymized during data encoding and analysis to protect
confidentiality. Business names, personal identities, and other sensitive data were excluded or coded
to prevent direct attribution. Digital files were securely stored in encrypted folders accessible only to
the research team. The study complied with the Philippine Data Privacy Act of 2012 (Republic Act
No. 10173), guaranteeing the responsible handling of personal and organizational information. No
coercion, deception, or undue influence was employed at any point during the research process.

Finally, all survey instruments and procedures were designed to minimize harm and discomfort,
ensuring that the questions posed were respectful, relevant, and non-intrusive. This ethical posture
affirms the researchers’ commitment to academic integrity, participant dignity, and responsible
knowledge production within the context of labor and organizational studies in the digital age.
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RESULTS

Table 1. Profile of the Businesses (n=300)

Category Frequency Percentage

Size of SME

Micro (1-9 employees) 120 40.00

Small (10—99 employees) 140 46.67

Medium (100—199 employees) 40 13.33
Years of Operation

Less than 3 years 60 20.00

3—5 years 100 33.33

6—10 years 90 30.00

More than 10 years 50 16.67
Industry Classification

Manufacturing 100 33.33

Retail 120 40.00

Services 80 26.67
Owner’s Tech Literacy

Low 50 16.67

Moderate 170 56.67

High 80 26.67

Table 1 presents the profile of 300 SMEs in Mandaue City and serves as the foundational context for
understanding labor dynamics in the digital age. The data reveal that the majority of respondents are
small enterprises (46.67%) operating within the retail sector (40%), and more than half have been in
operation for fewer than ten years. Critically, 56.67% of business owners possess only moderate
technological literacy. This business profile exposes a structural vulnerability in digital readiness and
labor planning, precisely the gap that this study seeks to address. As automation and digital recruitment
tools reshape the labor market, these findings highlight a pressing real-world issue: many SMEs
operate in environments that are not yet fully equipped to align labor supply with digital-era demands.
Practically, this table informs local policy makers and capacity builders of the urgent need to enhance
digital competencies and strategic workforce development in SMEs. Academically, it contributes novel
empirical data to the understudied intersection of digital transformation and labor supply equilibrium
in small enterprise settings, enriching the literature on digital corporatism and adaptive workforce
systems (Guo et al., 2022; Mubarik & Khan, 2024; Song et al., 2025).

Table 2. Labor Demand-Supply Equilibrium Indicators Among Selected SMEs

Indicator Mean Stal}da}rd Interpretation Description
Deviation

1. SME’s ability to Many SMEs struggle to hire
meet labor needs 2.45 0.72 Low promptly, resulting in delayed
on time operations.

2. Availability of There is a lack of qualified
employees with the ~ 2.30 0.68 Low candidates matching the job
right skillsets requirements.
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3. Minimal employee

Turnover  is manageable,

3.15 0.75 Moderate though some stability issues
turnover rate ;
petsist.

4. Efficient Recruitment  processes  are
recruitment and 3.22 0.69 Moderate somewhat efficient but require
onboarding process improvement.

5. Workforce stability Teams remain relatively stable
and operational 3.55 0.67 High and support business
alignment continuity.

SMEs moderately maintain
Weighted Mean 3.13 0.70 Moderate ~ LAPOF supply-demand

balance but face notable skill
and timing gaps.

Table 2 presents a critical insight into the operational realities of SMEs in Mandaue City, revealing a
moderate overall ability to maintain labor demand-supply equilibrium (M = 3.13, SD = 0.70). Notably,
SMEs scored low in their ability to hire on time (M = 2.45) and match workforce skills with job
requirements (M = 2.30), underscoring a persistent gap between labor market availability and
enterprise-specific needs. This gap highlights a structural inefficiency aggravated by limited access to
qualified human capital and suboptimal recruitment systems. The practical value of this table lies in
its capacity to inform policy interventions and HR innovations, advocating for strategic investments
in skills alighment, workforce planning, and recruitment agility. In real-world terms, it reflects the
operational bottlenecks that impede SME growth and resilience. Academically, it advances empirical
understanding of SME labor instability in digitally transitioning economies and supportts the call for
integrated frameworks bridging human capital strategy with labor market fluidity (Primadasa et al.,
2024; Calabrese et al., 2022; Ibne Afzal et al., 2023).

Table 3. Technological and Policy-Related Predictors of Labor Demand-Supply Equilibrium

Indicator Mean Star'lde}rd Interpretation Description
Deviation
1. Aut(?rnatlon 595 0.9230 Disagree Concern al?ouF job losses due
Anxiety Index to automation is low.
2. D1g1tgl Skills 571 0.9021 Agree Digital preparedness is modest
Readiness among the workforce.
3. Access to Polic Awareness and access to
' . Y 2.30 0.8759 Disagree government  support  are
Incentives T
limited.
4. Recruitment . . .
Technology 2.55 0.9331 Agree Use of digital hiring tools is
somewhat limited.
Usage
5. Perceived . Tech-driven market uncertainty
Market Volatility 201 0-9070 Disagree is widely perceived.
6. Flexibility in . .
Work 077 0.8840 Agree Workplace ’ flexibility is
moderately implemented.
Arrangements
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Overall, SMEs show limited
digital alignment and policy

Weighted Average 2.43 0.9042 Disagree access, with low concern for
automation but moderate
tech adoption.

Table 3 exposes a critical digital-era gap among SMEs in Mandaue City, revealing that while moderate
digital engagement exists—such as digital skills readiness (M = 2.71) and flexibility in work
arrangements (M = 2.77)—overall alignment with digital and policy ecosystems remains insufficient
(Weighted M = 2.43, SD = 0.9042; Interpretation: Disagree). This supports eatlier findings by Jesus
(2024a), who emphasized the fragmented implementation of agile systems across business units. This
directly confronts this issue, identifying low automation anxiety (M = 2.25) and limited access to policy
incentives (M = 2.30) as indicators of inefficiencies in strategic workforce planning and digital
integration. These findings align with Panda et al. (2023), who noted that weak demand-side readiness
impairs digital supply chain integration, and with Dai et al. (2022), who found that policy uncertainty
can exacerbate volatility in organizational planning. Practically, this table underscores the urgency for
SMEs to embrace digital transformation not only in operations but in workforce systems, bridging the
disconnect between government programs and enterprise-level awareness—an issue further explored
by Jesus (2024b) in the context of human capital management. In real-world terms, these results reflect
underutilized digital and institutional opportunities that constrain SME resilience in dynamic labor
environments. Academically, the table contributes to the discourse on digital readiness and demand-
side management, reinforcing the call for context-aware workforce development policies, as proposed
in Jesus (2024c), and deepening the theoretical understanding of labor-technology-policy intersections
in emerging markets.

Table 4. Influence of Technological and Organizational Predictors on Labor Demand-Supply

Equilibrium
B Beta
Predictor (Unstandardized (Standardized Sig. (p) Interpretation
. . value
Coefficient) Coefficient)
Constant (Intercept) 1.745 — 5.92 0 Bz.ts.ehfle labor
equilibrium score
Automation Anxiety 0105 0142 948 0.01 Slgmﬁcant
Index negative influence
Digital Skills 0.187 0.261 411 0 Significant
Readiness positive influence
Access to.Pohcy 0.073 0.098 1.45 0.15 Not' stgtlstlcally
Incentives significant
Recruitment 0.159 0.189 2.88 0 Significant
Technology Usage positive influence
Perceived Market -0.095 -0.124 202 0.04 Significant
Volatility negative influence
Flexibility in Work 0111 0.143 21 0.04 .S1'gn1'ﬁcant
Arrangements positive influence
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Table 4 reveals how technological and organizational predictors significantly shape labor demand-
supply equilibrium among SMEs in Mandaue City. The findings indicate that digital skills readiness (3
= 0.261, p < .001), recruitment technology usage (3 = 0.189, p < .01), and work flexibility (8 = 0.143,
p <.05) positively and significantly contribute to labor stability, underscoring the necessity for SMEs
to invest in digital transformation and agile workforce systems. These results align with Joshi and
Sharma (2022), who emphasized digital adoption as a critical enabler of operational resilience in
developing economies. Conversely, automation anxiety (3 = —0.142, p = .01) and perceived market
volatility (3 = —0.124, p = .04) negatively affect equilibrium, highlighting the destabilizing effects of
digital uncertainty, similar to the labor displacement trends identified by Du et al. (2022) in technology-
intensified sectors. Notably, access to policy incentives showed no significant impact (p = .15),
revealing a persistent gap between government interventions and SME-level utilization, reflecting the
disconnect discussed by Gray et al. (2023) in policy uptake within constrained labor environments.
This affirms the need for demand-side labor strategies that fuse digital integration with workforce
adaptability. Practically, the insights validate calls for Al-supported talent forecasting and targeted
digital upskilling initiatives, in line with the frameworks proposed by Arumugham et al. (2023).
Ultimately, this table enriches the academic discourse on digital workforce readiness and offers
actionable guidance for labor policy reform and SME resilience in emerging digital economies.

Conclusion

This study examined the labor demand-supply dynamics of SMEs in Mandaue City within the context
of the digital age, uncovering key organizational and technological factors influencing workforce
equilibrium. The findings revealed that while SMEs demonstrate a moderate ability to manage labor
stability, critical gaps remain in hiring timeliness, skills matching, and the strategic application of digital
tools. The business profiles indicated limited technological literacy among owners and a predominance
of small enterprises, which further accentuates their vulnerability in adapting to fast-evolving labor
market demands. Although digital skills readiness, recruitment technologies, and flexible work
arrangements positively influenced labor equilibrium, the presence of automation-related
apprehension and market volatility highlighted areas of concern that hinder labor resilience.

Practically, this research provides actionable insights for enterprise leaders and policymakers,
emphasizing the urgency of investing in digital transformation, targeted upskilling, and workforce
agility. It encourages SMEs to proactively bridge operational and strategic gaps through innovation
and evidence-based decision-making. In the broader academic landscape, this study advances
knowledge on how digital preparedness and organizational adaptability shape labor outcomes in
emerging economies. It contributes empirical grounding to future research and policy reforms aimed
at building inclusive, future-ready, and resilient SME labor ecosystems in the digital era.

Recommendations

The findings from this study underscore the pressing need for strategic interventions to address the
labor demand-supply challenges faced by SMEs in Mandaue City amid digital transformation. The
following recommendations are designed to provide actionable steps for policymakers, business
leaders, and academic institutions to enhance digital readiness, workforce adaptability, and policy
alignment within the SME sector.
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1. Enhance Digital Literacy and Skills Development. Implement targeted training programs to
improve digital competencies among SME owners and employees, focusing on areas such as
digital recruitment, remote collaboration tools, and data analytics.

2. Improve Access to Policy Incentives. Establish streamlined communication channels between
government agencies and SMEs to increase awareness and utilization of available digital
transformation incentives and support programs.

3. Invest in Recruitment Technology. Encourage SMEs to adopt advanced recruitment
technologies, such as applicant tracking systems and Al-driven candidate screening tools, to
expedite hiring processes and improve talent acquisition.

4. Foster Flexible Work Arrangements. Promote the adoption of flexible work models, including
remote work and flexible scheduling, to enhance employee satisfaction and retention, thereby
stabilizing the workforce.

5. Conduct Regular Labor Market Assessments. Facilitate periodic assessments of labor market
trends to identify emerging skill gaps and inform the development of responsive training and
education programs tailored to SME needs.

6. Strengthen Industry-Academia Collaboration. Encourage partnerships between SMEs and
educational institutions to align curricula with industry requirements, ensuring a pipeline of job-
ready graduates equipped with relevant digital skills.

7. Develop Resilience Strategies for Market Volatility. Support SMEs in creating contingency
plans and resilience strategies to mitigate the impacts of market volatility, including diversification
of supply chains and adoption of flexible business models.
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