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Motivation for Writing the Paper
Risk Effect on Offshore Systems
Development Project Cost

Gerald DeHondt II and George Nezlek
Grand Valley State University, Allendale, Michigan, USA

(How did we get from there to here?)

This paper discusses the motivation behind the original
version of the paper Risk Effect on Offshore Systems
Development Cost, and why the paper was revised for
publication in this Special Issue. This revised paper
more effectively supports our belief that considering all
the risk-driven project costs in offshoring may result in
total project costs exceeding domestic solutions.

Keywords: offshore outsourcing, risk, systems develop-
ment

We have consistently maintained that compa-
nies undertaking offshore systems development
are exposed to additional risks that are not
present in domestic environments, such asweak-
er security protections and regulations, poten-
tially limited protections provided by foreign
governments, and other, more general risks. It
is tautology that any risk is accompanied by an
associated cost, and we maintain that such costs
are frequently overlooked when organizations
consider the true costs of offshoring a devel-
opment project. While our context has been
U.S.-based organizations as the “domestic” en-
vironment, it is more than reasonable to assume
that our conclusions could apply with little vari-
ation to other scenarios involving E.U. nations,
etc.

This paper incorporates extensions of our ini-
tial work, which was presented at the 2009
Americas Conference on Information Systems
(AMCIS). This updated version places further
emphasis on the issue of risk as it affects the
total cost of ownership for systems develop-
ment efforts. In addition, we have incorporated
recent examples of specific incidents in this

work. Specific examples of security breaches
and their attendant costs help to highlight the
financial risk exposure of client organizations
whenworkingwith companies in amulti-nation-
al context. The examples that have been added
demonstrate the significantly increased risk ex-
posure that may confront companies when off-
shoring. We also expanded our discussion on
the issue of how shifting political winds may
cause previous agreements to become null and
void. We have incorporated additional refer-
ences to support our position.

Discussions at AMCIS resulted in a re-visitation
of the motivations behind the lone figure in the
paper. Discussants at the presentation pointed
out that risk categories are prone to a greater
degree of overlap, and we chose to update the
narrative and to provide the new model included
in this paper. The revised figure and discussion
provide a clearer picture of how we portray the
potential effects of risk on the overall cost of the
systems development effort.

Practical experience in this area, and previous
research, have shaped our belief that the atten-
dant risks experienced by organizations seeking
software development in less developed regions
of theworld fall into the categories as outlined in
this research. The additional risks of offshoring
translate to potential costs which companies are
either unaware of, or choose to ignore. This re-
vised paper more effectively supports our belief
that considering all the risk-driven project costs
in offshoring may result in total project costs
exceeding domestic solutions.



110 Motivation for Writing the Paper Risk Effect on Offshore Systems Development Project Cost

Received: March, 2010
Accepted: April, 2010

Contact addresses:

Gerald DeHondt II
Grand Valley State University

Allendale, MI 49401, USA
e-mail: dehondtg@gvsu.edu

George Nezlek
Grand Valley State University

Allendale, MI 49401, USA
e-mail: nezlekg@gvsu.edu

GERALD DEHONDT is an Assistant Professor in the School of Comput-
ing and Information Systems at Grand Valley State University. Prior
to his current role, he worked for Compuware Corporation providing
consulting services to Fortune 500 companies. While at Compuware,
he held increasingly responsible positions as a Programmer/Analyst,
Quality Assurance Manager, Network Architect, Enterprise Architect,
and most recently as a Project Manager guiding delivery of high-value
projects.

Dr. DeHondt has taught courses at the Graduate andUndergraduate level
in Information Systems Policy and Strategy, Project Management, In-
formation Security, Management Information Systems, Systems Anal-
ysis and Design, Network Architecture, and Web Development. His
research interests include offshore outsourcing of systems development
and agile software development methodologies. He has a number of
journal publications and his research has appeared at various national
conferences, including the Decision Sciences Institute (DSI), the Amer-
icas Conference on Information Systems (AMCIS), the Conference on
Information Systems Applied Research (CONISAR), and the Hawaii
International Conference on System Sciences (HICSS).

GEORGE NEZLEK is Associate Professor and Information Systems Pro-
gram Chairman in the School of Computing and Information Systems
at Grand Valley State University. Prior to that, he held faculty ap-
pointments at Loyola University and DePaul University in Chicago,
Illinois. While completing his PhD studies at University of Wisconsin-
Milwaukee, he directed a private software and facilities management
consulting practice.

Dr. Nezlek’s research interests are in the areas of systems development
methodologies, multi-platform computing, intelligent grid applications,
and the applications of economic theory to problems in Information
Systems. His research has appeared in leading journals and confer-
ence proceedings, including CACM and HICSS. His teaching experi-
ence covers a broad range of subjects, but his specializations are in
databases and systems analysis. He currently serves as a vice-chairman
of the Information Technology Interfaces conference and the EDSIG
(ISECON/CONISAR) Board.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (ColorMatch RGB)
  /CalCMYKProfile (Photoshop 5 Default CMYK)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [623.622 870.236]
>> setpagedevice


