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Transaction Risk and Success of Information
Technology Outsourcing:

Construct Measurement and Substantive Relationship
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Department of Information Management
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Abstract

The importance of the role information technology (IT) ‘plays in organizations has

* AT 20 R BB & A BT B MR B (NSCB6-2416-H-008-001) » LA R RIS RE A B A IR 78 -




2 ' BEREE2R £008 W

increased dramatically in recent years. Then, how to provide effective information support
to the situation at the appropriate time is becoming more critical for business organizations
to survive in the marketplace, and thereby deserves much managerial attention. For IT
acquisition and management, outsourcing not only is a viable option but also has become a
ubiquitous  phenomenon. While potentially providing many benefits, outsourcing also can
generate a variety of risks that organizations must effectively cope with in order to obtain
greater net benefit from this endeavor. However, the sources of risk associated with
outsourcing are numerous, and the lack of well-articulated risk construct and corresponding
measurement has impeded the empirical investigation in this area. Through literature
review and empirical evaluation based on confirmatory factor analysis, this study focuses on
developing a multidimensional construct of transaction risk concerning IT outsourcing. The
results have demonstrated and established the substantive meaning of transaction risk,
which can serve a useful basis and provide clearer directions for further inquiries into this
important issue.

‘Keywords: Information Technology Outsourcing; Transaction Risk; Success; Validity;
Confirmatory Factor Analysis
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