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Abstract:

This paper studies the effects of trust problentssatial embeddedness on the attractiveness
of outsourcing suppliers of three household tasémely home maintenance, housecleaning,
and childcare. Trust problems are an importaneissunousehold outsourcing, because the
supplier of the outsourcing service often worksupesvised in the privacy of the household.
Data were collected by means of a vignette experiraeong 765 Dutch households. The
results show that households prefer suppliers w@mbedded in structures of social
relations when outsourcing fundamental househotdeshand they are willing to pay for it.
Households especially prefer a supplier they krawticularly if they have previous positive
experiences with a supplier. The likelihood of geolis is also important: the possibility of
direct observation of the supplier’s efforts anagiaage fluency increase the attractiveness of
suppliers. The results suggest that differenceslmes and inter-national trust do not make a

difference: households seem to be indifferent abmisupplier’s nationality.

Keywords: social embeddedness, trust problems, householdwuatsg, supplier choice

! This article is forthcoming iRationality and Society



1 Introduction

Exchange relations often involve substantial riséiseasily covered by formal arrangements.
According to the new economic sociology (Granovel®85; Smelser & Swedberg 1994),
trust inspired by social embeddedness reducesasdaciated with exchange and thus
compensates for the inevitable incompletenessraidbarrangements. The analysis of
exchange should incorporate the social embeddedhé&ssisactions because ‘the
anonymous market of neoclassical models is viguadinexistent in economic life’
(Granovetter 1985: 495). The embeddedness of edorexthanges in social relations
generates trust by allowing effective non-legalkcsians, reducing the need for safeguards to
ensure trustworthiness. Studies on economic ex@salog organizations show that social
embeddedness decreases investments in contractuag@ments (e.g. Batenburg, Raub &
Snijders 2003; Gulati 1995a, b; Rooks et al. 20Diewise, organizations prefer embedded
exchange partners whom they trust to unknown parfiBuskens, Batenburg & Weesie
2003).

Although the embeddedness argument is often apgieaplain exchanges between
organizations, it may also provide important inssghto exchanges by households.
Households also engage in exchange relationsrthalve substantial trust problems. Inspired
by the work of Ben-Porath (1980) and Pollak (19&&nily research increasingly
acknowledges that households are confronted vaks in exchange relations. These family
studies apply insights from the transaction copt@gch to firms (Coase 1952 [1937];
Williamson 1981, 1985) to the household. Earliedsts focus mainly on the consequences
of trust problems for exchangesthin the household between household partners, for
example in the area of contracting and financieragements in intimate relationships (e.qg.
Giesen 1999; Ludwig-Mayerhofer 2000; Treas 1999319 reas & Widmer 2000). More

recently, the consequences of trust problems agealcivithexternalexchanges by



households have been considered by focusing omstteeassociated with household
consumer transactions (e.g. DiMaggio & Louch 198&) household outsourcing, i.e. the
purchase of domestic services (De Ruijter, VarLijgwe & Raub 2003). For example, trust
problems might deter households from outsourcing RDijter & Van der Lippe 2004).

Taking a transaction cost perspective, opting tardehold outsourcing depends on the
efficiency of alternative arrangements in prevegtimdesirable consequences. If households
have to incur greater transaction costs to prepeatilems, household outsourcing is less
likely.

Only limited attention has been devoted to theystfdhe application of the social
embeddedness argument to household exchangessiriee studies focus on intimate
exchange relations within households. Some stdd@ss on the continuity and stability of
partner relations to indicate embeddedness in oggeartner relations (e.g. Giesen &
Kalmijn 1999; Treas 1993). Barely any attention hasn devoted to the influence of
partners’ network ties on dealings within the hinate. An exception is the study by Treas
and Giesen (2000), who show that network embeddsdaigects intimate relations: weaker
network ties to the partners increase the likelchobsexual infidelity.

Household exchange relations outside the houseloitéxt involve risks that can be
mitigated by the social embeddedness of transactilime recent increase in the use of
household outsourcing (e.g. Bittman, Matheson & ¢fhest 1999; De Ruijter 2004) means
households increasingly engage in economic exclsangelving precisely the tasks that are
of significant and special value to household membe.g. Ahlander & Bahr 1995; DeVault
1991). Households face the risk of outsourcing Beggpursuing their own interests, which
can have negative consequences for the househwdidk associated with outsourcing
household tasks goes far beyond sheer financeddsts (De Ruijter, Van der Lippe & Raub

2003). While keeping domestic work and care withi& boundaries of the nuclear family



implies social exchanges in a context of familydlby that overrules the unbridled pursuit of
self-interest (Pollak 1985), the outsourcing of $ehold tasks occurs in a context of
economic exchange. The social embeddedness otitkeuscing transaction may provide
benefits of exchange similar to the advantagekefamily loyalty context associated with
household production and care within the boundari¢ise family.

Trust problems do not necessarily deter housetimds outsourcing since the extent
to which problems are likely to occur differs frame supplier to the next. Households may
prefer an outsourcing supplier they know and troistn unknown, anonymous one. In other
words, the social embeddedness of the outsourangdction makes a difference. Earlier
outsourcing studies focus solely on whether ortaiseholds outsource central tasks (with
some exceptions in childcare research, e.g. Hof@r€Chaplin 1996; Johansen, Leibowitz &
Waite 1996; Kuhlthau & Mason 1996). We argue thahe event of substantial trust
problems, the trustworthiness of outsourcing s@pplis an important factor in household
decision-making. The embeddedness argument grasiggt into the effects of the
embeddedness of outsourcing relations in structrescial relations, an aspect that has
hardly been considered in earlier studies. Housisholay know a supplier or have previous
experience with him or her. Since outsourcing imeslsubstantial trust problems, we expect
households to prefer a supplier they know and tauah anonymous one. An explanation of
supplier choice should consequently consider theeeltledness of the outsourcing relation in
structures of social relations (De Ruijter, Van digpe & Raub 2003). A qualitative study
notes the significance of social embeddednessusdiwld outsourcing: the labor market for
private, paid domestic work largely works via infal social networks (Hondagneu-Sotelo
2001).

In this article, insights from the transaction cagproach and the new economic

sociology are used to examine the effects of pusblems and social embeddedness on the



attractiveness of outsourcing suppliers. We addtesattractiveness of suppliers of three

types of tasks: home maintenance, cleaning, aridoeine.

2 Explaining the attractiveness of outsour cing suppliers

In household outsourcing, trust problems may aAssuming households have incomplete
information about the quality of outsourcing seegcthey face the risk of undesirable
supplier behavior. For instance, outsourcing sepplmight have a very different conception
of how tasks should be perfomed. Unwanted suppé&avior can also be generated by a lack
of skills. In addition, a supplier can take advagetaf the household by behaving
opportunistically, for example by charging for exhrours or performing poorly in a way that
is not directly visible. Households have to invediransaction costs to prevent undesirable
behavior of this kind by outsourcing suppliers. Thsts may involve the expenses of finding
a reliable supplier, investments in surveillanaegertain guarantees and safeguards.
Households may ask potential suppliers for refexenengage in trial transactions, pay
surprise visits, and so on.

The total transaction costs of measures to prquatiems differ from one supplier to
the next because problems are more likely to oatilr some suppliers than others. The
attractiveness of a supplier depends on the trénsawosts the household needs to incur to
prevent problems. The more transaction cost investsnare needed to enable exchange with
a particular supplier, the less attractive the 8apys to the household. The investments
required to enable exchange depend on (a) thegimopbtential associated with suppliers and

(b) the social embeddedness of the relation betweehousehold and the supplier.



21  Problem potential

Households invest more in transaction costs ogreater risks if they hire a supplier
associated with a greater ‘problem potential’ (Bbteg, Raub & Snijders 2003). This is why
the problem potential can be expected to influgheeattractiveness of outsourcing suppliers.
In the explanation of supplier choice, indicataas te identified of the problem potential that
vary from one supplier to the next. The likelihazfch supplier causing a problem depends on
his opportunities to take advantage of the houskfdiese opportunities differ from one
supplier to the next.

There are differences among suppliers as regaedsg#iihood of problems with
respect tonformation asymmetripetween the household and the supplier, also kraswvn
uncertainty (Williamson 1981, 1985). Informatioryasnetry means the outsourcing supplier
has more or better information than the househbitis possible for the household to
directly observe the supplier’'s work, the informeatasymmetry is relatively small.
Possibilities for direct observation are foundrtorease the likelihood of outsourcing (De
Ruijter & Van der Lippe 2004). Direct monitoringa#ies households to evaluate the
performance of outsourcing suppliers and see famgte how slowly the handyman works.
Although information asymmetry often depends ont#isk, the extent to which it is possible
to observe the supplier also depends on the sugplctthe household. If suppliers are able to
work at times when one of the household member$eaat home, this lowers the problem
potential. Opportunities to directly monitor theplier’'s efforts thus increase the supplier’s
attractiveness to households.

Communication problems also increase the likelihobgroblems. For example, if the
outsourcing supplier does not fluently speak tinguege spoken by the household, the
supplier and household have problems transferrfagmation to each other. The household

cannot properly explain how they want the work dand the supplier cannot provide and



request information. The household runs the risthefsupplier taking advantage of the
language problems or performing poorly becausetipplier has not properly understood
how the household wants the work done. Althoughroamication problems can occur to
some extent between suppliers and households vdak $pe same native language, these
problems are more likely to occur between excharagters who do not.

Households may also perceive a higher likelihoogroblems if there are fewer
similarities between them and a supplier. Socigtpslogical studies show that people
attribute good features such as trustworthinessesty, intelligence, and beauty to people
who are similar to them (Hinde 1997). People areentigely to trust people who are socially
similar to them; this is known as ‘character-batsaat’ (Zucker 1986). Households may think
problems are more likely to occur in dealing witipgliers from another racial or cultural
background due to the social distance. For exarnttipgeDutch have the least trust in Chinese
and Turkish people and the most trust in the Datath people from Luxembourg, Denmark
and Belgium (Snijders 1998). In dealing with pedpten dissimilar countries, the perceived
likelihood of problems is higher because theseidoersare considered less trustworthy.
Inter-national trust facilitates economic exchangaionalities that trust each other write
shorter contracts and experience fewer probleregchange relations (Snijders 1998). In
household outsourcing, international levels ofttaas also be expected to influence supplier
choice. Race or cultural background can be perddiyehouseholds as indicating a greater
probability of problems. People can be expectqaréder a supplier from their own country or
another Western country because they trust simdtonalities more.

A difference in nationality may also be associatgtth a higher problem potential due
to differences in values. People from differenturds may have different views on how tasks
should be performed. As the qualitative study byttagneu-Sotelo (2001) reveals, many

Latina domestic workers feel their own cleaningmes and cleaning standards differ from



those of American households. Latina nannies agid &émployers often have different ideas
about child-rearing. Households may prefer an autsng supplier similar to themselves
with respect to race, language, and culture singlel@ms due to differing values are less

likely to arise.

2.2  Social embeddedness

The new economic sociology addresses the effeitteoémbeddedness of the relationship
between the buyer and supplier in transactionsn@etter 1985; Smelser & Swedberg
1994). This embeddedness argument emphasizeolthefrconcrete personal relations and
structures (or “networks”) of such relations in geating trust and discouraging malfeasance’
(Granovetter 1985: 490). Since economic exchantggr®the privacy of the household,
household outsourcing always involves substantist fproblems. Household labor and care
occur within a context of family loyalty, altruisrand love whereas household outsourcing
means an outsider is hired to perform the fundaatéasks. Households always have to incur
substantial transaction costs for household outsogr The social embeddedness of the
household-supplier relation induces trust and reduice required transaction costs. An
embedded supplier can consequently be expecteslnwbe attractive to households when
hired to do work within the family context.

The social embeddedness of transactions has acdyadia network aspect
(Granovetter 1985; Raub & Weesie 1990). Ggadicembeddedness a transaction refers to
the ongoing character of a dyadic relationshipefample the home maintenance supplier
may have previously worked for the household oadsuainted with it. Having a past with a
supplier gives the household information aboutsiiygplier’s trustworthiness and perhaps
even the supplier’s skills and values. If futul@Bactions are expected, the household can

sanction opportunistic behavior by ending the refethip. The embeddedness of a



transaction in an ongoing social or economic retapirovides information (learning) as well
as possibilities for sanctioning (control) (Busk&@2; Buskens & Raub 2002). In this study,
we cannot disentangle learning and control and diousot elaborate on these different
embeddedness effects (Buskens & Raub 2002).

Networkembeddedness the extent to which actors are linked to thgedties in a
social network (Raub & Weesie 1990), for examphkbaé supplier has previously worked for
the household’s neighbors or is a member of theessoacer club as a member of the
household. Network members who know the suppligr pravide information about the
supplier’'s behavior or qualities. Positive informatincreases trust and negative information
obviously does not. The household may also tek@tiabout its positive or negative
experiences with the supplier. The embeddedneadrahsaction in a structure of social or
economic relations gives the household sanctioopgprtunities by damaging the reputation
of a supplier (Raub & Weesie 1990).

The social embeddedness of the outsourcing relatigates trust since the household
has more positive information about the suppliet @n sanction undesirable behavior.
Households can be expected to prefer an embedg@ptiesuto an unknown, anonymous one.
Dyadic and network embeddedness are both expexiadrease the attractiveness of a
supplier. Dyadic embeddedness can be expecteddbdreater value to households since
information from one’s own experiences with a suggbk usually superior and preferred to
information from others (Granovetter 1985). In aidah, the sanctioning opportunities of
dyadic embeddedness are more direct: householdsnchiine outsourcing relation
themselves. The threat of negative information abiweisupplier being ‘talked around’ may
be less threatening to the supplier than a diredtte the dyadic relationship.

The embeddedness of the outsourcing relation risayiavolve disadvantages (e.g.

Blumberg 1997, 2001; Lorenz 1988; Uzzi 1997). blgems arise during the outsourcing
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transaction, the social relation between a houskediadl a supplier may be damaged. The
embeddedness in a structure of social relationsatsayhave a downside. If a network
member recommends a supplier who subsequentlyrpesfpoorly, the relation between the
household and the network member can be damageddition, the supplier may spread
negative information about the household if unfeegscontingencies cause a problem with
negative consequences for the supplier.

Differences between householdibe preference for an embedded supplier canb&so
expected to vary from one household to the nexgxample because the likelihood and
consequences of problems vary. Since social embedds generates trust and decreases the
required transaction costs for the exchange, haldslfacing a higher problem potential may
have a greater preference for an embedded sugpiethouseholds facing less of a problem
potential. The greater the problem potential famgtiouseholds, the more they need to invest
in transaction costs, and the greater the utiigytattribute to the social embeddedness of
suppliers.

The problem potential faced by households is higheirs harder for them to judge
the quality of the outsourcing service providedliyy supplier (De Ruijter, Van der Lippe &
Raub 2003; De Ruijter & Van der Lippe 2004). Houddh are less capable of judging a
supplier’s output if their level of expertise isMer regarding a particular task. If suppliers are
aware of this, the uncertainty creates opportunitoe them to take advantage of households.
Households with a low level of expertise thus bttt greater value to the embeddedness of
suppliers than households with a high expertiselleénother indicator of the household
problem potential refers to the immaterial asséth@household and relation-specific
investments (De Ruijter, Van der Lippe & Raub 20D8;Ruijter & Van der Lippe 2004).

The greater the value households attribute to awgs are done (process values) and the

higher their quality standards, the more time dfaltethey will have to invest in explaining
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to the supplier how they want things done. Thigstiment is relation-specific and loses its
value outside the exchange relation. The moreeddlinvestments a household has to make,
the more dependent it is on the supplier. The $aipghlus has more incentive to take
advantage of the household. Higher quality starglarndi process values also indicate
immaterial assets, and increase the severity aésirable supplier behavior. For example,
people who do not care how clean their house iegreupset if a housekeeper has not
cleaned properly than people who treasure cleadirt@éouseholds that maintain higher
quality standards and process values are thus &xpercattribute greater value to the

embeddedness of suppliers since they encountgharproblem potential.

23  Price

Household outsourcing is related to economic exgbadinmoney is used as a substitute for
the promises of one party in the exchange (Coleb8®0). Formal outsourcing is
accompanied by financial costs. Although a higherepmay also be an indication of higher
quality, households are generally expected to peetipplier who charges a lower hourly
amount. In addition, by charging less the suppbeiuces the temptation to behave

opportunistically and claim to have worked morersahan he actually has.

3 Data and methods

To test the hypotheses, data have been collecteg asurvey vignette experiment, also
known as a ‘factorial survey approach’ (Rossi & Kd®82). In a survey, supplier choice can
be reconstructed by asking about the alternatipelsrs the household is able to choose
from. However, it may be problematic for respondedntrecollect the suppliers available at
the time of choice, especially since part of tHec®n is not actually perceived as supplier

choice. For example, if a supplier is considerefit for the job, the household may not even
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consider the supplier as a choice alternativedthiteon, unmeasured factors may influence
supplier choice in real-life situations and makeifticult to estimate the effects of our
explanatory variables. A vignette experiment presgidnore control over the independent
variables, enabling us to unravel the effects oildes that are highly correlated in real-life
situations (Buskens 2002).

Data collection The vignette experiment is part of a large-seal@ey among a multi-
stage sample of employees from thirty Dutch firthe, Time Competition Survey (Van der
Lippe & Glebbeek 2004). Home interviews have beamdacted with 1,114 employees and,
if applicable, their partners, at a response rd9@er cent, which seems reasonable
compared to response rates for home interviewsiiclbDnational probability samples
(Kalmijn, Bernasco & Weesie 1999). After the iniew, a separate questionnaire containing
comparisons of two suppliers for three tasks (hamaetenance, housecleaning, childcare) is
left by the interviewer. Respondents are askeeétiarm the completed questionnaire and 765
guestionnaires are completed, indicating a readpimdh partial response rate of 69 per

cent.

3.1 Vignettes

All the households are asked to choose a supplietsourcing three tasks: home
maintenance, housecleaning, and childcare. It ghasized that they have to choose
suppliers for all three even if they do not havidecan, rent a house, or do all the home
maintenance themselves. As an introduction, theyasked to imagine wanting to outsource
and being able to choose from the two suppliersrde=d in the vignettes. After the job
description (home maintenance, cleaning, or chilelcdhe respondent can choose from two

available suppliers. The suppliers are similahmt they both work ‘off the books’. It is noted
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that the respondents can choose a formal suppter dn in the questionnaire to avoid

anxiety about hiring a supplier off the books.

Operationalization of explanatory variables
Each vignette describes five features of the sappiihich are varied in the experiment (see
Table I). Figure | shows an example vignette. Teatdires in the vignette pertain to the
problem potentiabf the supplier: (a) monitoring (3 levels for homeaintenance and
housecleaning, 2 levels for childcare), and (b)XiBlr (3 levels). For value 3 on Turkish, no
information about the supplier’s background or laexge mastery is given in the vignette. It is
assumed that households picture the supplier ag Imitch, with an associated level of
language mastery. Specifying that the supplierub can evoke a tendency towards social
desirability and lead respondents to choose thkiJlusupplier because they do not want to
be perceived as racists. Two features pertagottal embeddednegg) dyadic
embeddedness (3 levels), and (d) network embeddsdBdevels). Another feature describes
(e) price, indicated by hourly wages (3 levels, differentittp wages for the three tasks). All
the vignette features except price are includdderanalyses as a set of dummy variables.
Price is included as a continuous variable sineeetis no reason to assume non-linearity;
formal tests also do not reject linearity.

< Table I about here >

< Figure | about here >

Vignette selection
For practical reasons, the number of comparisohsited to three; each household chooses
between two suppliers for home maintenance, hoeaeitlg, and babysitting. For each of the

three tasks, the pairs of vignettes are randoniycterl from a full factorial design with some
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restrictions. Pairs of vignettes that are monotameediscarded to prevent trivial choices and
obtain a more severe test for the hypotheses (Bgsk@02). The pairs with five differences

are discarded as well since comparisons of sutimclizignettes may be too complex. The

sample is stratified by the number of differencesueen the two vignettes. There are twice
as many pairs of vignettes with one or two diffeenas with three or four. The pairs of

vignettes are randomly assigned to respondentpamtiently for the three tasks.

3.2  Operationalization of dependent variables

The attractiveness of the vignette describing glseipis the main latent dependent variable.
In much the same way as in the vignette study skBuos (2002), the method of paired
comparison is used and respondents are asked fmacerand rank two selected vignettes. In
addition, respondents were askedjt@antifytheir preference. After they choose one of the
suppliers, they are asked to imagine him or heolmétg more expensive, and to indicate at
what hourly wage they would switch to the other.dneother words, the respondents indicate
the highest hourly wage they would be willing to plae chosen supplier before switching to

the other one.

3.3  Differences between households

Since the vignette experiment is embedded in aesythe data contain information about
household features that indicate its problem pa@kr8everal measures are available. Firstly,
we assess the highest level of expertise in thedtmld for the three tasks. The respondents
are asked to indicate on a scale from 1 to 10 helthey and their partner (if applicable) are
able to judge whether a job has been properly padd. Secondly, process values are
measured by asking the respondents to what exteytagree that domestic and caring tasks

should be performed ‘their way’ on a 5-point sqakeongly disagree — strongly agree).
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Thirdly, the reported minimum acceptable qualityelis of cleaning, cooking, and childcare,
ranging from 1 (low output standard) to 10 (taskesformed perfectly) indicate the quality
standards. Unfortunately, we do not have this mftion about home maintenance, where

the mean score on standards for cleaning and sisliseused.

34 Method

To analyse the paired comparison data, we usatidom utility model (McFadden 1973)
also known as conditional logistic regression. $&vether studies analyse paired
comparisons with this model as well (Buskens 2@i&kens & Weesie 2000; Buskens,
Batenburg & Weesie 2003). A respondent assignstaiceuitility u(z) to a vignette with
featurex that influence the attractiveness of a vignettehis case the outsourcing supplier.
Utility is assumed to depend arin a linear manner and is subject to an additarglom

term. The coefficients or utility weights indicates effects of the explanatory variables on
the attractiveness of the supplier. The coeffigaran be compared, but their absolute sizes
are relative to the scale of the random part dty{Buskens 2002). Since there is no reason
to assume people have an intrinsic preferencénéofitst or second supplier, the model does
not include a constant.

The other dependent variable indicates the higimstly wage respondents would be
willing to pay for the chosen supplier. Respondéinis quantify their preference for a
supplier with certain features. Regression modasatimated, explaining the amount of
money respondents are willing to pay for a supdeesed on differences in the supplier
features. The coefficients indicate how many epexsple are willing to pay extra an hour for
one unit of some supplier feature. Again, the maldels not include a constant.

Likelihood ratio tests are performed to test wkethe preference for certain supplier

features differs between households with varyingleof problem potential. Additional
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analyses are conducted to test whether outsouecipgrience affects the value households

attribute to certain features, but no such diffeemnbetween households have been found.

4 Results
Since the results are fairly consistent, the amalys 1 home maintenance, housecleaning, and
childcare are reported simultaneously in Tabldle table presents the results of the
conditional logit analyses explaining the attraetigss of outsourcing suppliers. In the
conditional logit models, a positive coefficientlicates that the attractiveness of a supplier
increases with the specified feature. The sizéeficoefficients in the OLS regression models
explaining the willingness to pay indicate how mauyos people are willing to pay an hour
for the specified supplier features.

< Table Il about here >
With a few exceptions, the results support the bygges. As predicted, the possibility of
monitoring increases the attractiveness of homat@aance suppliers and babysitters. Not
surprisingly, the possibility of monitoring by h@lsld members themselves increases the
attractiveness of a home maintenance supplier tharethe possibility of monitoring by a
neighbor. Households are willing to pay up to €2&a an hour for a supplier who can
work while household members are at home. If dineahitoring by household members is
not possible, households prefer home maintenarg@ists who can work at times when the
neighbors can monitor the supplier to suppliers wdwanot be monitored at all, even though
they are not willing to pay extra for it. The difémce between monitoring by household
members and by neighbors is significant for hometaaance as well as housecleaning
suppliers p < .01): people attribute greater value to direohitoring than monitoring by
neighbors. Direct monitoring is not possible fobysitting, otherwise outsourcing would not

be necessary, but monitoring by the babysitter'therincreases the attractiveness of the
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supplier. Households are willing to pay a €0.3&kighourly wage for this type of
monitoring. For the outsourcing of housecleaningnitoring does not increase the
attractiveness of suppliers. However, householdswvéling to pay a €0.50 higher hourly
wage for suppliers of domestic help who can worlleva household member is at home.
Earlier studies show that employers, especially eionfieel uncomfortable at home while a
housecleaner is at work (Hondagneu-Sotelo 2001%. iy explain why households do not
value monitoring for housecleaners as much astf@r@utsourcing suppliers.

The results indicate that households prefer outsogiisuppliers they have no
communication problems with. Households find a $ieppvho speaks Dutch fluently more
attractive than one who speaks Dutch poorly. Apmiyrethe nationality of the supplier does
not matter, only the language fluency makes amiffee. For all three tasks, no significantly
greater utility is attributed to a Dutch supplieationality not mentioned on vignette) than a
Turkish one who speaks Dutch fluently (resultsnepibrted). People are willing to pay a
€1.40 higher hourly wage for language mastery whesourcing childcare. This is a
substantial amount, given that the hourly wage$®&ysitters range from €3.00 to €5.00 in
the vignette. Households are willing to pay aro88dB0 an hour more for a home
maintenance supplier they are not like to have comeoation problems with. Interestingly,
households are willing to pay almost €0.70 extraafbousecleaner who is not Turkish,
regardless of his or her language mastery. Thidtreseds to be carefully interpreted since
the vignettes do not specify the nationality of tlea&-Turkish supplier. People are simply
expected to assume that the nationality is Dutclaiionality is not mentioned in the vignette.

As expected, dyadic and network embeddedness lotdrpositively to a supplier’s
attractiveness. Households prefer an embeddedisufpl outsourcing and are willing to pay
for it. As expected, households especially valugdityembeddedness: they prefer a supplier

they know, especially if the supplier has workedtfem before. Although people also prefer
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a good acquaintance to a supplier they do not kimvall three tasks they attribute greater
value to previous experience than to being acgeadinith the supplierp(< .01 for home
maintenancep < .001 for housecleaning and babysitting). Houkihare willing to pay
€2.36 more for a home maintenance supplier thepegaainted with and even €3.00 more
for a supplier they have had good experience witihé past than for a supplier they do not
know at all. The amount people are willing to pagr& an hour is lower for babysitting and
housecleaning, which is not surprising since therllgavages for these tasks are generally
lower. Network embeddedness also makes a differémeeseholds prefer a supplier their
friends have had good experience with or an actaree of their friends to a supplier with
no network embeddedness. People attribute grealiee vo the past experiences of their
friends than to social relations for home mainteeaand babysittingp(< .05). They are also
willing to pay more for a supplier with network eetaledness.

The hourly wage of a supplier makes a differenceels As expected, households
prefer a supplier who charges a lower hourly wégguppliers do not differ with respect to
the other features, households can be expecteade bne euro for a one euro more
expensive supplier. In other words, the effecixjgeeted to be —1 in the model explaining the
willingness to pay. The results, however, sugdesito a certain extent, households perceive
a higher price as an indicator of higher qualityf€ A00 higher hourly wage is compensated
partly by a higher quality or service. Take theragée of the home maintenance supplier with
an effect of -.48. Households consider the eurcentiwait a supplier charges to be worth a
€0.52 higher quality or service. This does not meauseholds actually prefer the more
expensive supplier: households are not willingayg $1.00 more an hour for the higher
quality and still prefer the less expensive supplitowever, the difference is smaller than the

actual price difference. Another explanation cdugdthat respondents have trouble answering
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the question quantifying their preference. Theyhhitave trouble imagining having to pay
more for a supplier.

Differences between householdis test our hypothesis that households with adrig
problem potential attribute greater value to thealembeddedness of suppliers, models are
estimated that include interaction effects of sigpgeatures with indicators of household
problem potential (Table IlI). Our hypothesis abpassible variation in supplier choice
between households is not confirmed. In other wdirdse is no evidence that the value
households attach to supplier features varies théthousehold problem potential. Only one
model significantly improves if household differesan quality standards are taken into
account p < .05). However, in this model only one interastterm is almost significanp{
value = .09), i.e. the interaction between the dymariable indicating that the supplier is a
good acquaintance of friends and the quality statsdaf the household. We do not feel
comfortable interpreting this single interactiofeet, given that the other interpretations we
expected from the same argument have not beenveloser

< Table Ill about here >

5 Conclusion and discussion

Social embeddedness makes a difference in housekolldinges. Supplementing the
literature on the significance of social embeddedni organizational exchanges, this study
shows that the embeddedness argument is simitaggritant in explaining household
behavior. Households prefer suppliers who are endxbdh structures of social relations
when outsourcing the fundamental household cheregh involve substantial trust
problems. In particular, dyadic relations inspiest: households prefer suppliers they are
acquainted with or suppliers they know from earnfiesitive experiences. Network

embeddedness is also important: suppliers linkeédednousehold via third parties in a
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network with positive experiences are preferresguppliers without network embeddedness.
And vice versa, the household’s own and other eeplegative experiences can be expected
to make suppliers less attractive.

Households prefer suppliers with a lower likelihadgproblems. The possibility of
direct monitoring and the absence of communicgtimblems increase the attractiveness of
outsourcing suppliers. Households seem to be eéifit about the supplier’s nationality.
Differences in values and inter-national trust dbinfluence the attractiveness of suppliers.
Social desirability may explain this to a limitextent, as we intentionally did not specify the
nationality of Dutch suppliers to limit the effesftsocial desirability. Households probably do
not associate suppliers from other countries witigaer likelihood of problems. If a Turkish
supplier speaks Dutch fluently, a household magrpret this as meaning the supplier is
successfully integrated in society and familiarwitutch values and habits. Another possible
explanation for this finding is related to the adhzayes of dissimilarities. People may actually
prefer a supplier from a different cultural backgnd as a learning experience for their
children. The advantage of dissimilarities is akslated to a lower risk of exposure. Some
American households actually ‘prefer Latinas, beeaas “others” in language, race-ethnicity,
and social class, they are outside white, Englsaking, middle-class social circles and are
thus seen as unlikely to reveal family secretsiatichacies’ (Hondagneu-Sotelo 2001: 55-6).
In addition, households may feel people from othetural backgrounds are more
‘submissive’ than people from their own backgrogwéigley 1995). Although households
may perceive people from other countries as les$viorthy and different, the lower risk of
exposure and greater submissiveness may offseetiegive associations with hiring a person
from another background. Obviously, interpretatiohthis kind require careful additional

research.
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The above-mentioned disadvantage of similaritieg awatradict the social
embeddedness argument. Although social embeddenhspa®s trust, it may also involve a
risk of exposure. Several studies cite the negainke of network embeddedness (Blumberg
1997, 2001; Lorenz 1988; Uzzi 1997), for exampkeriek of damaging one’s own reputation
if the supplier spreads negative information atibathousehold. The present study provides
strong support for the positive side of social eddgeiness. In this study, ‘a good
acquaintance’ indicates the embeddedness of tlseunging transaction in a social relation.
Apparently being acquainted does not involve thgatiee aspects of embeddedness. Perhaps
the downside of embeddedness starts where goodi$rire concerned. Having a good friend
clean your house and do your laundry involves ¥posure of private information you would
rather keep to yourself. In addition, if somethgaes wrong it may be more difficult to
confront a good friend than a distant acquaintaBspecially if privacy issues are involved,
as in household outsourcing, exchanges with gaedds may also entail negative
consequences. Tiseureffects of embeddedness in household outsourbtiogld be
considered in future research.

No evidence has been found of supplier choice rdiffees between households with
varying problem potential levels. Apparently, tmelteeddedness of suppliers is important to
all households regardless of variations in thedbfgm potential. It could also be that the
variation in problem potential between househadsmall. Since the vignette experiment is
embedded in a survey, we have performed additemalyses to retrieve household
differences in supplier choice, but in vain. Foaeple, it would seem sensible for poor
households to attribute greater value to a lowepiti@n rich households. However, these
types of household differences have not been obdeihe variation in the utility households
attribute to certain supplier features is minimahjch means households do not vary

systematically when it comes to choosing an outsogrsupplier.
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This paper provides additional strong evidenceiomnfig the importance of social
embeddedness in exchange relations. The applicatithe social embeddedness argument in
family research seems promising. The embeddedpgseach may provide further insights
into external exchange relations. For exampleatralability of embedded suppliers can
influence whether households outsource their tdskgseholds may refrain from outsourcing
if only unknown suppliers are available. Anothetesmsion of this research would be to study

the conditions under which households do hire &mawn outsourcing supplier.
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Table | Description of the Variables in the Vignette Expegit

Variable Value Text

Problem potential

Monitoring® 0 He or she can only work at a time when you aable to stay
home.
1 The neighbors can keep a look-out while he erwbrks in
your house.
2 He or she can work at times when you are abétsip home.

Monitoring babysitter 0 EMPTY

1 The babysitter’'s mother is close by and can kelok-out.
Turkish 0 He or she is of Turkish descent and sp&kch poorly.

1 He or she is of Turkish descent and speaks Clutehtly.

2 EMPTY
Social embeddedness
Dyadic 0 EMPTY

1 You have good experiences with this supplierohshe has

helped you in the past.

2 He or she is a good acquaintance of yours.
Network 0 EMPTY
1 Friends of yours have good experiences withstigplier, he

or she has helped them in the past.
2 He or she is a good acquaintance of friendofs,
Hourly wages Value He or she charges €17.50/€10.00/€8@0hour.
Value He or she charges €15.00/€7.50/€4 80 hour.
Value He or she charges €12.50/€5.00/€3&0 hour.

%0nly for home maintenance and cleaning.
®Specified hourly wages in vignettes differ for #atasks: home maintenance, housecleaning

and babysitting.
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Table || Coefficients of Conditional Logit Models ExplainiAgiractiveness of Outsourcing Suppliers and OL&§&ssion Models Explaining
Hourly Wages People are Willing to Pay (no intertgep

Home maintenance supplier Housecleaner Babysitter
Independent variable Hypo-Attractiveness  Willing to pay AttractivenessWilling to pay  Attractiveness  Willing to pay
thesis
Monitoring problems
No monitoring possible ref. 0 0 0 0 0 0
By neighbors + 31* .39 -.29 -.28 - -
By household + 1.41%* 2.22%** 15 46* - -
Babysitter’'s mother + - - - - 56*** .38*
Turkish
Speaks Dutch poorly ref. 0 0 0 0 0 0
Speaks Dutch fluently + H53** .84** .38* 42 187 1.39%**
Not on vignette + .39* .78* .38* .66** 1.58*** B rxx
Dyadic embeddedness
No dyadic embeddedness ref. 0 0 0 0 0 0
Previous experience + 2.11%** 3.03*** 1.33%** 1.71%** 2.21%** 1.84%**
Good acquaintance + 1.58*** 2.36%** o G 1.21%** 1.62%** 1.43%+*
Network embeddedness
No network embeddedness ref. 0 0 0 0 0 0
Previous experience + 1.18*** 2.02%** T3 90*** Q2%** .85x**
Good acquaintance + 82*** 1.51%** A9** H59** F* 2R
Hourly wage - -.25%** - 48*** -.28%** -.55%** -.28** -.30**
Number of subjects 759 751 760 752 753 748
Test all coefficients O 228.29*** 153.34%** 269.80***
Adjusted R 20% 21% 21%

*p<.05.*p<.01. *** p<.001 (two-sided test).
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Tablel11 Likelihood Ratio Tests: Adding Interaction Term#dousehold Features with
Embeddedness to Model Explaining Attractivenes3ud$ourcing Supplier

df Home Housecleaning Childcare
maintenance
Expertise level task 4 6.41 - 2.96
Process values 4 2.78 6.24 5.05
Quality standards i 2.75 7.20 10.37*

*p<.05. *p<.01. *** p<.001 (two-sided test).
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Figurel Example of a Vignette

YOU ARE LOOKING FOR DOMESTIC HELP
You want to hire a housecleaner for one afternoaeek to do part of the housecleaning

You can choose from the following two housecleanshe both work off the books. Later
on, the option will be presented of choosing ardleg company.

Housecleaner 1
She is a good acquaintance of yours. She can wadiknas when you can be at horBée
is of Turkish descent and speaks Dutch poorly.cBaeges €10.00 an hour.

Housecleaner 2
She is a good acquaintance of yours. She can amly &t a time when you cannot be at
home She is of Turkish descent and speaks Dutch fluesitly charges €5.00 an hour.

Question 1

The two housecleaners both have time to work for. y8hich of them would you prefer?
(Y Housecleaner 1
(P Housecleaner 2

Question 2
The hourly wage of the housecleaner of your choiceeases. How high would it have
be before you switched to the other housecleaner?

euros an hour more for the housecaie@hmey choice




