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Abstract

The purpose of this research was to investigate what effects demographics, in
general, and education, in particular (independent variables x), had on the subjective
underemployment (dependent variable y) of corporate employees in Romania. A Likert
Scale survey questionnaire was administered to 110 employees of multinational
businesses operating in Romania during February and May 2018, asking respondents
to assess to what extent they felt they were underemployed. Answers were then
correlated with the demographic regressors. Perceptions of underemployment were
influenced by education (p = 0.006), though not by other variables such as age or
marital status. Results invalidate the Null Hypothesis and reveal that subjective
underemployment is being manifested on the Romanian corporate labour market,
touching base with previous researches in the area, showing that the higher the level
education, the greater the chances of perceived underemployment to occur. At the same
time, the research addresses ways to combat underemployment, such as increasing
self-esteem levels, re-designing the educational system or life-long learning.
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1. Introduction

Studies have revealed that underemployment has grown to an ever-
increasing concern for human resources specialists since the early 2000°s onwards
(Kler et al., 2008; Loughrey, Hennessy, 2014), with the recent financial crisis of
2007/2008 only provoking the burden farther out (Cunningham, 2016). In spite of
its growing importance, the topic is still under-researched (Beukes et al., 2017,
Nabi, 2003). This should not come as a surprise as far as political agendas
worldwide seem to be concerned with the issue of unemployment rather than with
underemployment, although specialists suggest that both are acute problems of
contemporary economies (Sugiyarto, 2008).

The current paper aims to contribute towards filling the gap by conducting
an analysis among corporate employees in Romania working for multinational
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companies. As a second world country (Kwon, 2017; Swenson, 1986), Romania
has got a couple of characteristics that make it prone for underemployment: market
inefficiencies (Dragota, Mitrica, 2004) and standardized labor procedures. Over the
past decade, multinational businesses have increased their foreign direct
investments in Romania, relocating their businesses from abroad in order to enjoy
the benefits of cheaper labor and lower taxes (Bellak, Leibrecht, 2009; Carstensen,
Toubal, 2004; Hanzl-Weil3, 2004; Smith et al., 2002). To reduce operational costs
even further, multinationals employed highly standardized labor processes
(Petrisor, Cozmiuc, 2016; Marciniak, 2012; Popirlan, 2010) that have transformed
working habits into routines (Youngdahl, Ramaswamy, 2008) and which do not
necessarily take the educational levels of the employees into account. The latter
ones are left with the feeling that their education is useless on the job, which they
often even express informally.

This research tries to find out whether this expression of irritation is really
backed up by facts acknowledgeable on the labor market or if it only is a mere
credence within the whole kit and caboodle of employees. For testing this aim, the
paper will probe if education has indeed got any impact on the perception of
underemployment and, if it does, how does it manifest.

The article starts with conceptual clarifications  concerning
underemployment, looking closer at its two possible forms: objective and
subjective. The Methodology section presents how the market study has been
carried out and how data has been collected, as well as what the research question,
research objectives and research hypotheses are. The Results section presents the
raw outcomes of the multiple regression among hypotheses testing, while the
Analysis and interpretation section discusses the relationship between education
and underemployment starting out from the results.

2. Conceptual Clarifications

Underemployment describes a labor situation in which the working
capacity of the employee is not used at its maximum potential (Pratomo, 2015).
The inadequate application of labor resources and skills (Lin et al., 2017) results in
an employment background where work is being done at standards which are
inferior to the abilities that an employee would be able to deliver, resulting in a
diminishment of outputs (Allan et al., 2017). The precarious work conditions can
be classified in two types: objective (or visible) underemployment petrains to
economic policies and can be an effect of unproper work duration, compulsory
part-time work or forced short-time work (Cunningham, 1996); subjective (or
invisible) underemployment is also a matter of deficient productivity, occuring,
though, at the perceptual level of the individual employee. Without necessarily
being constrained by economical or political factors, the employee perceives a
talent use gap between his potential and his actual productivity (Livingstone, 1999,
2018). In subjective undremployment, the employee acknowledges the
underutilization of his capabilities (Glyde, 1977: 245) and demonstrates
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willingness to accept more work, either quantitatively or qualitatively (more
challenging tasks) (Pratomo, 2015).

The use of over-qualified workers in under-specialized labor (Beukes et al.,
2017) can lead to discouragement and low motivation (Slack, Jensen, 2004), which
can impact both upon work-related outcomes (Kawai, Mohr, 2017), as well as upon
life satisfaction (George et al., 2012). Jones-Johnson and Johnson (1992) add that
subjective underemployment leads to psychosocial stress, a consequence of what
Lester and McCain (2001) call ‘contribution inequity’: the employee being aware
that he only partially contributes with his knowledge and skills to the labor
requirements of the job description. As such, this translates into an instance of
unjustice for the employee who recognizes that he cannot use his potential at
maximum because the current job position does not permit the possibility to
increase performances (Gorg, Strobl, 2003).

One of the factors strongly influencing underemployment is education.
Educational underemployment occurs when employees have to conclude work that
does not correspond to their degrees, keeping them away from (efficiently) using
their knowledge, skills or experiences gained during school or university
(Cunningham,  2016).  Educational  underemployment  (or  graduate
underemployment) represents a situation in which employees (usually fresh
graduates) are not being offered (enough) opportunities to make use of the
knowledge or skills learned back in school or university (Cassidy, Wright, 2008;
Nabi, 2003). Overeducation is considered to be the mirror image (Green, Hanseke,
2016; Smith, 1986). Underemployment in general and educational
underemployment in particular are specific for second world and third world
countries, where the inefficience of labor markets (compared to their first world
counterparts) is a serious problem that forces people into work unsuitable to their
qualifications (Gorg, Strobl, 2003; Sordyl, 2014).

3. Methodology

As a second-world country (Khanna, 2008; McMillan, 1987), Romania is
exposed to the risk of underemployment (Robila, Krishnakumar, 2005). With
foreign direct investments made by multinationals (relying on standardization as a
means to penetrate emerging markets and reduce costs), the chances of subjective
underemployment are high (Ozsomer et al., 1991). Researches have revealed
employment vulnerability in the Romanian labor sector (Patache, 2014), amongst
others characterized through gaps between employee knowledge capital and labor
offered (Jianu, Chis, 2012). The ongoing transition stage of the Romanian labor
market creates demographic challenges for employers and employees alike:
reduced fertility (Rotariu, 2006), export of labor towards Western Europe (Piperno,
2007), reduced young age workforce (Aleksandrova, Velkova, 2003) and ageing
population (Georgescu, Herman, 2010) are only some of the demanding facts that
drive multinational companies towards employing whatever workforce available,
irrespective of education or certain other demographic aspects, only by being
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confident in the business philosophy that the more standardized the labor is, the
easier it will be to teach work-related skills through on-the-job training or
shadowing, thus creating a imbalance between the ideal and the actual
demographic profile of an employee, which can turn into (subjective)
underemployment (Alexander et al., 2017).

Starting from this problem, the research aim of this paper is to investigate
the effect of demographics on subjective underemployment among corporative
employees in Romania. Subsequently, the research question asks:

What is the effect of demographics on subjective underemployment among
corporative employees in Romania?

The research objectives set were:

a.) ldentify whether demographics had any influence on how employees
perceived underemployment;

b.) If a.) was true, identify which demographic variable had more impact on
perceived underemployment;

¢.) Identify and discuss the role of education in perceived underemployment.

The research has been based on the following hypotheses:

HO: There is no relationship between underemployment and demographic
variables: The Null Hypothesis is backed up by the fact that underemployment is a
function of several conditions other than demographics alone. In this case, it is
difficult to claim that there is a direct relationship between demographics and
underemployment without taking into account other aspects such as social support,
job search efficiency, job search intensity, cultural knowledge etc. (Guerrero,
Rothstein, 2012).

In the case that the Null Hypothesis is declared untrue, the following two
alternative hypotheses are developed:

H1: Subjective underemployment is manifested among employees on the
Romanian labor market: Underemployment has been demonstrated to exist in
Romania (Robila, 2003), yet most studies up to date have been concerned with
visible underemployment (Maria, 2011; Motoi, Gheorghita, 2017). Little to no
studies have been concerned with subjective underemployment in Romania.
However, given that subjective underemployment is such a global problem, it can
be hypothesized that it exists in Romania as well.

H2: There is a connection between level of education and subjective
underemployment: Of all factors potentially affecting the perception of
underemployment, education seems to be the strongest. Previous researches have
demonstrated a connection to exist between the two variables (Cunningham, 2016;
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Sikora et al., 2016). The present study starts from the prerequisite that the same
connection is as well valid for the Romanian multinationals’ context selected.

The data sample for this research has been drawn from an extended survey
concerned with creativity at the workplace. The survey has been carried out
between February and May 2018. 110 employees from multinational companies
based in Romania have answered to a questionnaire, in which they had to evaluate
assertions linked to their working habits based on a 1 to 4 Likert Scale (where
1=total disagreement, 2=disagreement, 3=agreement, 4=total agreement). One of
the assertions that respondents had to rate was “I believe | am underemployed in my
current job position”. This assertion has been used for the current research as the
dependent variable (y) and linked with the demographic (independent) variables (x)
of the questionnaire.

A multiple regression has been carried out with Microsoft Excel. The
regression function employed has been:

y = f(x1, X2, X3)
where: x; = education, x, = marital status, xs = age

Education (x1) has been defined as the last degree that the respondent has
graduated from (primary studies, secondary-, upper-secondary-, bachelor-, masters,
Ph.D.- or postdoctoral-). The Confidence interval was set at 95%, producing a
Cronbach alpha level of a = 0.05.

4. Results

Table 1 shows the results of the ANOVA Analysis. The Significance F
level of 0.046 is lower than the critical alpha level of 0.05, thus invalidating the
Null Hypothesis. There is a relationship between subjective underemployment and
demographic variables.

Table 1: Results of the ANOVA Analysis

ANOVA

df SS MS F Significance F
Regression 3 8.9266 2.975533 2.744385 0.046718
Residual 106 114.9279 1.084226
Total 109 123.8545

Source: Own computations

Nevertheless, the relationship is only weak, as demonstrated by the
Multiple R value of 0.26 displayed in Table 2.

332 Review of International Comparative Management Volume 19, Issue 4, October 2018




Table 2: Regression Statistics

Regression Statistics
Multiple R 0.268465
R Square 0.072073
Adjusted R Square 0.045811
Standard Error 1.041262
Observations 110

Source: Own Computations

The only valid predictor variable is Education, with a P-Value lower than
the critical alpha level (0.006 < o = 0.05). The other two variables are not relevant,
their P-Values being higher than the alpha level (0.86 > a = 0.05 for marital status,
and 0.21 > a = 0.05 for age), as can be observed in Table 3.

Table 3: Regression Coefficients

Standard Lower Upper Lower Upper

Coefficients Error t Stat P-value 95% 95% 95.0% 95.0%
Intercept 2.737024 0510042 5.366268 0.000000476  1.725815  3.748232 1.725815  3.748232
EDUCATIE -0.44167  0.157775  -2.79935 0.00608535  -0.75447  -0.12886 -0.75447 -0.12886
STARECIV -0.01978  0.115923  -0.17063  0.86483798  -0.24961 0.210049 -0.24961  0.210049
VARSTA 0.132227 0.105067 1.258503  0.21097458  -0.07608  0.340533 -0.07608  0.340533

Source: Own Computations
5. Analysis and Interpretation

Research results validate the alternative hypotheses. Subjective
underemployment exists on the Romanian labor market, even though its
relationship towards demographics is only weak. An explanation for this would be
that demographic variables are not the most relevant factors to impact upon
perceived underemployment (Guerrero, Rothstein, 2012). The fact that age and
marital status do not correlate with the perception of underemployment while
education does might be an outcome of the different levels of control that the HR
recruiters of multinational companies exert over the variables when in search of
hiring employees. When recruiting, companies are properly looking at age or
marital status (Armstrong-Stassen, Templer, 2005; McEvoy, Cascio, 1989). There
is, though, a trend to care less about education, due to the fact that, within the
knowledge and digital societies currently witnessed, knowledge tends to get
outdated fast, so that multinational companies prefer to invest in delivering their
own job-related training to employees, irrespective of their formal educational
degrees. Xiao (2002) has found out that formal education only has an impact on the
salary level at the moment of hiring, but that future, post-employment wage
increases are a condition of specialized knowledge and skills acquired on the job —
and, according to Brown (1989), backed up by tenure — which are preponderantly
guaranteed by training. Barron et al. (1999) embrace the same by claiming that, on
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the long run, the acquisition of skills through training can lead to higher wages,
however, at the same time, on-the-job training allows employers to bid with
reduced starting wages. Moreover, highly-educated job prospects would demand
higher wages, which would contradict a certain low-cost business philosophy
that has driven multinationals to Romania in search of cheaper labor (Ajorca, Belu,
2012). As such, multinationals prefer to recruit less educated or less knowleadgable
prospects because they cost less and then train them internally, which is a
less expensive strategy than having to pay according to educational level
(Mincer, 1962).

The only demographic variable found to have an influence on
underemployment was education. The identification of this connection is in line
with previous studies. There is a negative correlation between education and the
perception of underemployment, indicating that, the better educated an individual
is, the higher the chances are that, once employed within a corporation, that person
will perceive him-/herself as underemployed. In the particular case of Romania,
this hiatus between individual knowledge capital and labor provided has previously
been addressed by Jianu and Chis (2012), who concluded that additional, task-
specific on-the-job training was still needed, irrespective of the levels of education
employees had.

In a study conducted over 268 expats from multinational companies
worldwide, Bolino and Feldman (2000) have identified that many top-managers are
overqualified for the assignments received on the job, mainly as a result of their
chosen education. The results of the current research show that employees of
foreign corporations in Romania perceive their job quality inferior to a self-
imposed standard. Feldman (1996) believes that this type of standard or self-
judgement is directly proportional to the level of education. The author states that
the harsher the individual is with the own standard levels, the greater the chances
of negative health and mental state conditions. Self-set standards might be of high
level with Romanian employees, since education is being perceived as an
investment made towards one’s development, which would ideally have to ripen
benefits throughout life. High own standards can lead to low self-esteem levels and
depression are also identified as consequences of underemployment by Dooley et
al. (1994), Friedland and Price (2003) and Prause and Dooley (1997).

Nevertheless, many studies have indicated that subjective
underemployment should not automatically be attributed to the individual. Acosta-
Ballesteros et al. (2018) have suggested that, in order to avoid perceptions of
underemployment, the educational system should re-design its curricula so as to
allow students to be educated with more job-similar (real-life) methods. The
authors claim that education should put more emphasis on skills rather than on
knowledge, especially in highly-competitive, fast-changing industries, such as sci-
tech. Skill mismatch (Clogg, Shockey, 1984; Flisi et al, 2017; Halaby, 1994) could
be thus avoided. Acosta-Ballesteros et al’s findings also reveal that the feeling of
underemployment is more likelier to appear with graduates of humanistic sciences,
since these latter ones put more emphasis on knowledge-learning than applied

334  Review of International Comparative Management Volume 19, Issue 4, October 2018



sciences do. In a knowledge-based and information-based economy such as the one
today (Dragomirescu, 2004; Draganescu, 2003), the turnover rate of relevant
knowledge is high: knowledge gets outdated very fast by a plenitude of other
knowledge that the individual is exposed to through the technological development
of communication channels (e.g. the internet). With this phenomenon happening, it
is often only a matter of a couple of years until fresh graduates feel that the
knowledge they have learned in school or university is no longer relevant on the
job. Therefore, Livingstone (1999, 2000) advocates for lifelong learning as method
to combat or at least to delay the risk of underemployment.

A different school of scientific thought in what concerns the efforts to
tackle perception of underemployment focuses on post-scholar decision-making.
Bederman and Adams (1974) suggest that the feeling of underemployment should
be combatted by on-the-job training or better placement of employees by recruiters,
while Anstitt and Volkert (2016) urge business managers to implement Corporate
Social Responsibility decisions at the wider levels of the organization in order to
combat underemployment.

6. Conclusions

Gorg and Strobl’s (2003) argument that underemployment is specific for
second world and third world economies is also backed up by findings of this
research. The fact that subjective underemployment is demonstrated to exist
amongst domestic employees working in multinational corporations should come
as no wonder since both Romanian labor market and educational system have
demonstrated failures even after the collapse of the communist-socialist block.

Correlating the findings of this research with the ideas defended by Xiao
(2002) and by Jianu and Chis (2012), it can be concluded that one of the reasons
why subjective underemployment is being manifested among Romanian corporate
employees is that their multinational employers do not necessarily care about
previous education at the moment of recruiting, knowing that their standardized
labor procedures will require employees (irrespective of their level or
specialization of education) to follow a given set of cut-and-dried on-the-job
trainings. It is highly advisable for subject matter experts (human resources
specialists, law-makers, managers, economists, labor experts, politicians etc.) to
take subjective underemployment more seriously into consideration. This research
has demonstrated a widespread yet unproven credence within Corporate Romania:
that employees feel and believe that the work they do is not suitable with their
education, leading to chords of frustration and transforming corporate jobs into
nuisance. Academia can contribute to tackling these feelings (which, if left
unaddressed, can conduct to an erosion of the workplace harmony and to bad
image and reputation for the corporate sector) through dedicated research and
original findings, that should dwelve into handling the topic of perceived
underemployment more seriously.
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