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Overview 

The Best Search Engine model was developed to evaluate market leading search engine companies, and decide which company will have the most value to a long term investor.  The top market shareholders (alternatives) are  (1) Google, (2) Microsoft Network, (3) Yahoo, (4) AOL, and (5) Ask.com.  Based on our personal experience with each of the company’s services and research about the companies, we created specific criteria that would most effectively reflect the weighted value as represented in an ANP model for Benefits, Opportunities, Costs, and Risks (BOCR).

The model that we created concludes that Google is the best alternative for a long-term investor that is looking buy stock in the search engine industry.  It is difficult to compare our findings to the actual values because we would have to know how well the stock performs in the future.  We found that comparing the analysis to the current market share of the industry would approximately validate our results.  Listed in the chart below is how the model compares to the actual market share.  The model ranks the companies in the same order as the present market share and is the result of our consideration of future opportunities and growth potential.  
	Company
	Analysis
	Market Share

	Google
	0.55601
	48.30%

	Yahoo
	0.12115
	27.50%

	MSN
	0.09111
	10.50%

	AOL
	-0.0312
	5.00%

	Ask.com
	-0.19557
	5.20%


Control Criteria, Clusters, and Elements

	
	Control Criterion
	Cluster
	Elements

	Benefits
	Technological
	Services Offered
	Adaptability, Innovation, Value

	
	 
	Scope
	Customer Base

	
	Customer-Related
	Value
	Network Economy, Prestige, Value to Customer

	
	 
	Demographics
	Access to Technology, Age Group, Gender

	
	Economic
	Joint Ventures
	Partner Skills, Partner Strengths

	
	 
	R&D
	Research Strength, Speed to Market, Technology Complexity

	Opportunities
	Economic
	New Market
	Brand Loyalty, Market Size, Potential Market Share

	
	 
	Profitability
	Differentiation, Economy of Scale, Intellectual Property

	
	Technological
	Joint Ventures
	Advertisers, Partnerships, Product Incorporation

	
	 
	New Products
	Network Economy, Target Market Size, Value

	
	Customer-Related
	Customers
	Brand Loyalty, Prestige, Word of Mouth

	
	 
	Investors
	Analyst Ratings, Growth Potential, P/E Ratio

	Costs
	Economic
	Technology
	Complexity, Differentiation, Standards Certifications

	
	 
	Resources
	Economies of Scale, Intellectual Property Retention, Joint Ventures, Patent Fees

	
	Political
	Litigation
	Antitrust, Bankruptcy Laws, Digital Content Protection

	
	Security
	Equipment
	Catastrophe, Network Security, Physical Security, SLA Agreements

	
	 
	Privacy
	Data Safeguarding, Legal Penalties, Phishing

	
	Technological
	Concept
	Complexity, Economies of Scale, Patent Protection, Standardization Wars

	
	 
	Platform
	Distribution, Portability

	Risks
	Customer-Related
	Attitude
	Brand Equity, Network Economy, Prestige

	
	 
	Demographics
	Access to Technology, Age Group, Gender

	
	Economic
	Joint Ventures
	Partner Skills, Partner Strengths

	
	
	R&D
	Funds Availability, Project Cost, Research Strength

	
	 
	Technology
	Cost, Newness, Standardization

	
	Security
	Personal Data
	Data Collection, Encryption

	
	 
	Privacy
	New Privacy Laws, Phishing

	
	Technological
	Range of Products
	Innovation, R&D Budget, SG&A Costs

	
	 
	Scope of Products
	Complexity, Customer Base


We selected control criteria for the BOCR clusters that we felt best represented both tangible and intangible aspects of the decision.  The summary selection criterion appears below, with more detailed cluster descriptions immediately following.


Benefits

· Technological

· Services Offered – increases with more services offered, as a direct application of benefits

· Scope – increases with the reach of the technology 

· Customer-Related

· Value – increases the more value is delivered to a customer

· Demographics – is the target audience appropriate?

· Economic

· Joint Ventures – joint ventures increase capability by expanding skills and strength

· R&D – allows a price premium for its services

Opportunities

· Economic

· New Market – can they obtain more customers?

· Profitability – can they make more money from existing customers?

· Technological

· Joint Ventures – can expand through acquisitions or partnerships

· New Products – can create new offerings to customers

· Customer-Related

· Customers – will existing customers stay?  Will new customers arrive?

· Investors – public opinion influences growth

Costs

· Economic

· Technology – differentiating a product may be costly

· Resources – does the company have a competitive cost advantage?

· Political

· Litigation – increasing legislation can affect these companies' business

· Security

· Equipment – is the hardware behind the operation safe?

· Privacy – is the customer's data safe?

· Technological

· Concept – is the technology conducive to mass production / customization?

· Platform – how widespread is this company's product, and who can use it?

Risks

· Customer-Related

· Attitude – disappointing customers may have a negative effect

· Demographics – what is the structure of the customer base?

· Economic

· Joint Ventures – what if the company's partner overpowers the company?

· R&D – projects can be risky and expensive

· Technology – is the technology proven? Standardized? What are the associated risks?

· Security

· Personal Data – how can the company protect the data?

· Privacy – what are the penalties for failing to do so?  Can the company handle its exposure level?

· Technological

· Range of Products – having a lot of products or a replicable one could be detrimental

· Scope of Products – is the product far reaching, with widely felt effects?

Once the networks, sub-networks, clusters, and nodes were created, the relationship between each was determined and connections were made.  We did careful cluster comparisons to assign weights for each breakdown.  
Exhibits 2 – 5 catalog the interactions between elements of the clusters.

Strategic Criteria Selection

We selected strategic criteria with respect to each company, including Competitive Advantage, Cost and Revenue Management, Customer Value, Investor Confidence, and overall Risk Management.  Competitive Advantage was further broken down into Company and Technology components.  Risk Management was similarly broken down into External and Internal risks.  

Exhibit 1 shows the relationship between our Strategic Criteria and the goal.

Ratings

We created a set of ratings for the overall significance of the Benefits, Opportunities, Costs, and Risks of the decision.  We then rated each criterion and prioritized the ratings as to how high each impacted the overall goal for each of the individual strategic criteria. The assessment criteria used to determine the priorities of the BOCR merits are shown below. 

[image: image26.png]Ratings for Super Decisions Main’

indow: BQOM 2521 - Irvine, Lew:

~=lolx|

Fle Edt Vew Calaiatons tep
Super Decisions Ratings
Company Technology |Costand Reveru Customer Value  [Investor CanidencfE el e (=l
o127t oozizs7 0224001 0065000 0255000 760843 00ge0s:
Beretis Figh Vedum Ve High Ve High Figh Low VeyLon
Opporurites Ve Hign Vedum e Ve High Ve High Ve Low e
Cots High Figh Ve High Low Low e Figh
ks Figh Figh High Ve Low Wedum Ve Hign Figh





The priorities for ratings are below:
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The priorities came out relatively even in our model, with opportunities having the highest rating.  The reason for this is that a number of elements that make up our sub network existed in separate BOCR areas.  For example, Research & Development exists as both an Economical Benefit and an Economical Risk.  Although these are two different areas, we chose different elements depending on the cluster.  As such, R & D can result in the form of economical value from which the company can benefit, in addition to the form of risks the company must face.
Results

Below are the results for each network and the top level.

Priorities for BOCR Alternatives

	Alternatives
	Overall
	Benefits
	Opportunities
	Costs
	Risks

	Google
	0.55601
	0.36869
	0.29331
	0.22712
	0.17057

	MSN
	0.09111
	0.22034
	0.31053
	0.32788
	0.25735

	Yahoo
	0.12115
	0.18055
	0.12354
	0.12297
	0.14190

	AOL
	-0.03120
	0.18123
	0.22335
	0.26032
	0.24790

	Ask.com
	-0.19557
	0.04818
	0.04927
	0.06172
	0.18228
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As reported in the table above, Google has a significant advantage in overall priority.  In more detail, Google has moderately high benefits and opportunities, and a manageable amount of costs and risks.  This combination makes them the best-valued search engine company.  The next overall company is Yahoo.  Yahoo has a moderate level of benefits and opportunities, with a consistently lower number of costs and risk when compared to the competitors.  MSN and AOL seem to follow the same trends and this is because they also offer a number of software products along with a search engine.  Both companies have moderate to moderately high opportunities, but they both have lower benefits and high costs and risks.  Ask.com is the smallest company out of the group with few benefits, opportunities, and costs.  Because of their size and other attributes, they were rated as a moderate risk, which significantly affected their overall value.

This model was created using both quantitative stock market analysis, and qualitative personal criteria of our experience and knowledge of the companies.  The key interpretation of this model is that if a long-term investor is looking to enter the search engine market, Google offers the most promising return and growth of all current market shareholders.  Other companies are somewhat profitable and may even perform better than Google in short-term, but because of Google's high benefits and opportunities combined with manageable costs, they are the clear favorite.

Sensitivity Analyses

We conducted Sensitivity Analyses for Benefits, Opportunities, Costs, and Risks.  It revealed certain levels of importance that, if reached, would alter the outcome of the selection.  These are described below.

Exhibit 6 provides the details for each Sensitivity Analysis discussed.

Benefits

Regardless of importance level, Google maintains the number one spot in Benefits.  At approximately 29.2%, however, Microsoft overtakes Yahoo as the number two competitors.

Opportunities

Google again maintains the number one spot for Opportunities, but at approximately 83.4% importance, Microsoft overtakes it.  At approximately 23.5% importance, Microsoft overtakes Yahoo as the number two competitor.

Costs

A low importance on costs put Google in the worst position as having the highest costs.  As cost importance increases, however, Ask.com is in the worst position (at approximately 46%).  We believe this is due to economies of scale, and a marked lack of resources in comparison with the other alternatives.

Risks

Google's high exposure puts it at high risk at up to 70% importance.  As was explained, however, its benefits and opportunities significantly outweigh the costs and risk.

Exhibits

Exhibit 1: Top Level Network
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Exhibit 2: Benefits Level and Subnetworks
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Exhibit 3: Opportunities Level and Subnetworks
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Exhibit 4: Costs Level and Subnetworks
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Exhibit 5: Risks Level and Subnetworks
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Exhibit 6: Sensitivity Analyses

Benefits
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Opportunities
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Costs
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Risks
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