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Schaeffer Corporation
A Corporation is a large entity that acts on its own without the influence of its owners. It can enter into contracts and make monetary transactions (Ackoff, 2015). Schaeffer Corporation, a brainchild of Fredrick Schaeffer, is a diversified manufacturer of various products. Manufacturing corporations engage in the production of products through transformation of raw materials to finished goods (Guo et. al., 2015). The corporation initially manufactured farm machines such as corn shellers and cream separators before transforming to different product lines. Schaeffer’s transformation led to creation of three divisions namely Reitzel, Colbert and Kinzer. Businesses change their core competencies to continuously fulfill customer needs (Ulrich, 2014). Initially, the three divisions had their own Information Technology (IT) resources such as data centers, help desks and network operations. They later integrated all their operations into one unit. Using the ‘’shared services’’ approach, the IT resources were consolidated into a shared service unit for the whole Corporation.
 As a result of that consolidation, the system development team was brought together while a corporate help desk was established for the entire unit. Business integration leads to better productivity and improved communication connectivity (Rolustech, 2016). However, the corporate firm retained the Vice Presidents of each division. The Vice Presidents’ obligation was shifted from reporting to their division heads to reporting to their division heads together with the Vice President of the entire firm’s information technology. The three divisions worked independently before they were integrated into one. Consequently, Schaeffer installed an Enterprise resource planning (ERP) after the consolidation of the three divisions to replace the production systems. ERP enhances efficiency in business processes (Ravasan & Rouhani, 2014). The system was installed to enable each division to deal with its customers since each division’s customers were different. However, its installation can be costly (Ravasan & Rouhani, 2014). Reitzel division was the largest of the three due to its complex infrastructural and network capacity. Kinzer and Colbert divisions could not be compared to Reitzel in terms of size and capacity since their portfolios were smaller.
What benefits does Schaeffer hope to achieve from outsourcing its IT infrastructure?
Outsourcing is the process by which a company entrusts its processes and resources to another company (Oshri et. al., 2015). It is mainly done by companies that want to concentrate on their core competencies. Outsourcing is also done by companies that require expertise in the outsourced product (Duhamel et. al., 2017). Among the three divisions, Reitzel came top each year in terms of profitability and sales. The new board members of the Reitzel division saw it as the Corporate’s driving engine and worth investing in. Unsurprisingly Reitzel’s board members set goals that the division should generate 10% growth rate after five years. Goal- setting in business provides direction and enhances focus in businesses (Berson et. al., 2015). 
The Vice President of Reitzel division proposed in 2002 that Schaeffer should consider outsourcing IT operations. Outsourcing reduces the costs incurred by a business entity when expanding its operations (Vining & Globerman, 2017). Further, the Human Resources Vice President believed that by outsourcing information technology, Schaefffer would easily achieve its set goal plans more efficiently and effectively by bringing experts on board. Outsourcing resources helps businesses to expand their scope of operations (Vining & Globerman, 2017). Therefore, Moreno felt that it was time for the Corporate’s best revenue earner to seek assistance from an outsider organization. Delegating resources promotes efficiency among employees (Ogasavara et. al., 2016). Furthermore, an outsider organization with a large supply of well-trained people would assist Schaeffer with redundant resources to ease their operations. Outsourcing a resource translates to product efficiency due to expertise employed by the Outsourcer (Oshri et. al., 2015). 
Steps Schaeffer took to develop an RFP proposal and the role Gartner Consulting Group played in advising Schaeffer Corporation  
 Request for Proposal (RFP) is issued when a company wants to take bids at competitive prices for its project. An RFP is done publicly in presence of willing bidders at competitive rates (TechTarget, 2018).  Reitzel was a fast-growing division and had to find a way to realize its set goals by developing a Request for Proposal. Writing an RFP helps in choosing the right vendor for a project (Jim, 2017). The corporate firm engaged Gartner Consulting Group as its consultant which initially told the corporate’s management team that there was no need for the corporation to outsource. Further, Gartner advised that Schaeffer should focus international markets since the firm had fully grown in the United States market. Business expansion to an international scale helps in diversifying company markets (Peng, 2016). Additionally, Gartner Consulting Group revealed that the home market was already saturated. 
However, Gartner Consulting Group advised its client to use only two companies based in the United States if the corporation would not do without outsourcing. Schaefffer reviewed their options focused on ABC and DEF Corporations. Schaeffer revealed to the proposers what they had learnt of their information technology operations and want they wanted done by an external entity. For example, Schaeffer wanted to expand to more countries. The corporation also wanted to start acquiring new companies in order to boost its revenues through majority shareholding of its subsidiaries. ABC and DEF Corporations were to analyze the RFP for two months and give a feedback on their contractual positions with Schaeffer. ABC Corporation presented the lowest bid and won the bid. However, ABC projected 220 million dollars for seven years, which was slightly higher than 200 million dollars proposed by Schaeffer. Schaeffer’s management team was disappointed when the bids came in since they expected to spend less in outsourcing. The consultant had initially warned Schaeffer that since it was efficient, it would likely not earn profits from outsourcing its products. 
The consultant argued that by consolidating the three divisions and retrenching some of its employees, Schaeffer had done everything an outsourcer would come to do. Retrenchment of inefficient employees enhances efficiency (Caballero & Simsek, 2016). Gartner Consulting Group advised Schaeffer not to outsource since its operations were efficient. Moreno revealed to the colleagues that the proposal was expensive than expected since the corporation wanted to improve what it was doing at the time. ABC understood Schaeffer’s plight and agreed to reduce the cost to what Schaeffer could afford. The consultant helped Schaeffer understand that outsourcing does not always cut down costs for the firm especially if the firm is efficient in its operations (Caballero & Simsek, 2016). Additionally, they required someone ‘big’ to partner with since they were growing fast not only in United States but also in European countries. Outsourcing with big companies help in leveling the playing field for small businesses (AugmentHR, 2017).
Disadvantages of outsourcing according to managers of the three divisions 
The task force tasked with overseeing the outsourcing process recommended to Schaeffer’s Top Executive that information technology operations should be outsourced but the systems should be developed internally. Outsourcing can lead to loss of sensitive data (Mosca & Bordelon, 2017). Vivian D. Johnson, the Kinzer IT Vice President, argued that even though Information Technology was not part of the Corporation’s core competency, it was a critical resource that should not be delegated to an outsider. Outsourcing leads to loss of control of critical business functions (Mosca & Bordelon, 2017).  Further, Vivian D. Johnson felt that ABC Corporation would likely lose interest in the partnership after probably three years of partnering. According to Vivian Johnson, ABC would bring their top experts on board in the first years of partnership and later use them in other ventures in case opportunities arise in future. Vivian Johnson also claimed that the ABC and Schaeffer would have to renegotiate their contracts in the event a new situation arose in future. Schaefffer would also have to incur additional costs to reinstate their IT operations in case its outsourcing partner performs below Schaeffer’s expectations. Businesses can also incur hidden costs through outsourcing (Mosca & Bordelon, 2017). The Kinzer Vice President further stated that there was unrecognized risk in partnering with ABC Corporation.
Carol J. Hanna, the Vice President of Finance in Colbert division, claimed that the proposal to outsource was expensive and risky, agreeing with Johnson’s sentiments. Outsourcing can be expensive and risky to the business (Schniederjans et. al., 2015). Further, Colbert’s Vice President claimed that there was a likelihood that important operations might be left out in the contractual agreement with ABC Corporation. In such a scenario, Schaeffer would have to incur additional costs to fund those operations. Additionally, Carol J. Hanna claimed that extra costs would also be incurred in managing unanticipated costs and Schaeffer’s relationship with ABC. Business entities can incur costs to counter unexpected costs (Schniederjans et. al., 2015). Carol Hanna also claimed that the proposal would over-burden Kinzer and Colbert divisions. Carol J. Hanna was certain that the benefits from outsourcing would go to Reitzel division while the other two divisions would have to bear additional costs without additional benefits. Outsourcing influences other business operations negatively by influencing their performance (Schniederjans et. al., 2015).
[bookmark: _GoBack] Moreover, Colbert’s Vice President cites inadequate personnel from ABC Corporation. Unlike the other two colleagues Charles T. Gibbs, the Vice President Reitzel division, supported the recommendations by the task force. However, he claimed that the greatest challenge would be to manage a long-term relationship with ABC and establishment of closer ties among the three Schaeffer divisions.
Some managers believed there was another alternative such as outsourcing the infrastructure of the affected division only. Which is the best alternative and why? 
Schaeffer should not outsource its IT operations to ABC Corporation. Schaeffer is efficient and performing well in the market. Moreover, Gartner Consulting Group and ABC Corporation claim that Schaeffer is efficient in its operations. Therefore, there would be no need for Schaeffer to outsource. In the event Schaeffer outsources its resources, ABC will bring little impact in terms of increasing its revenues and profits for the seven years in partnership. Schaeffer has already consolidated its three divisions into one and can easily identify weaknesses. Therefore, its corporate management should instead use the outsourcing funds to boost the weaker departments in the three divisions.
Additionally, outsourcing Reitzel division to ABC will be unhelpful to the entity in terms of growth and development for the fact that Schaeffer is efficient, and its IT experts are also efficient in their jobs. Instead of outsourcing the division, Schaeffer can engage high-skilled personnel contractors supposing they require specialized personnel. Furthermore, Schaeffer would be paying for services from ABC which is similar to hiring specialized people to solve problems in the corporation. It is also not a guarantee that experts from ABC will be readily available to sort out issues Schaeffer’s issues in operations. It is therefore better for Schaeffer to use its employees who unlike ABC personnel would be readily available. Furthermore, ABC, an international Corporation, casts doubts on the availability of its top employees to work with Schaeffer. For instance, if a better opportunity presents itself for such a huge corporation, it will use its best workers to enter into contractual agreements with potential partners. Consequently, employees with no specialized skills may be delegated to Schaeffer, which might affect the corporation’s productivity.
Why the managers raised so many disadvantages after the Task Force had developed recommendation. How could the disagreement have been avoided?
 The Vice Presidents of Colbert and Kinzer divisions felt that outsourcing the corporation would not make much of a difference in terms of growth and progress of Schaeffer. They believed that the Corporation could easily handle the issues involving Reitzel’s progress thus Schaeffer did not need to outsource its resources. Additionally, issues such as managing help desks in European countries could also be solved internally. They also had the perception that Reitzel was so ambitious in setting its goals for the fact that it was the corporation’s ‘’growth engine’’. Vivian Johnson argued that Schaeffer should continue with their typical ways of hiring specialists rather than outsource. Vivian Johnson felt that the corporation was deviating from its cultural practices of dealing with certain situations.
 	Additionally, Carol and Vivian feel that outsourcing the entire corporation would be unfair to their divisions. They would have to incur additional costs without a return for their efforts in supporting Reitzel. Carol, Colbert’s Vice President, claims that the benefits from outsourcing would all go to Gibbs’ Reitzel division. Therefore, the Vice Presidents of Colbert and Kinzer feel that outsourcing would not bring benefits to their divisions. If anything, outsourcing would be a liability to their divisions.
The controversy would have been avoided if the Top Executive would have approached Colbert and Kinzer divisions before RFP was developed and explained to them the corporate’s alleged proposal of outsourcing. Colbert and Kinzer divisions feel that they have been left out of the proposal. Further, the management team should have highlighted the benefits the two would get as supportive divisions of Reitzel division rather than highlighting the benefits of Schaeffer Corporation as a whole. On their part, the Top Executive should also have sent a representative such as Chief Operating Officer (COO) to show that the top management team had not yet made its decision on the matter. The two divisions might have the perception that Schaeffer’s management team has already given a go ahead to outsource its resources. 
Even though the Corporate’s Vice President of information Technology was present during the meeting, Colbert and Kinzer divisions needed assurance from someone more senior. Nevertheless, outsourcing solely lies with Schaeffer’s management team to arrive at a satisfactory decision. No matter which decision they make, it should safeguard the interests, values and core competencies of Schaeffer Corporation.
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