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Introduction:

In the grand scheme of things, at the end of the day it is just a game.  Whether of not “your team” wins the World Series has no real bearing on feeding your kids or paying your mortgage.  However, make no mistake; Major League Baseball is big business.  Like any other business it faces competition (albeit internal as MLB is a monopoly), economic pressure, and demanding customers.  In addition, like any other business under those pressures, many team owners and their management are often in the position of making critical personnel decisions nearly every season.  Given these various influences and the fact that a decision has to be made, this is an ideal opportunity for the application of the ANP model.
Major League Baseball is currently experiencing somewhat of a management revolution, as the decision making power is increasingly moving from those using traditional evaluation methods (traditional scouting and the advice of retired players) to a new regime of young executives fresh from graduate school. These new executives are willing to test the time-honored traditions and rules and seek a new way to make decisions. They have been able to utilize their advanced degrees in economics, finance, or statistics to keep the small market teams competitive.


The ANP model is applied in an effort to determine the best course of action for a small market Major League Baseball franchise facing a management dilemma.  The example that spurred the application of the model is that of Johan Santana, a pitching phenomenon currently with the Minnesota Twins.  He is entering the last year of his current contract with the Twins and will then be eligible for free agency at the end of 2008.  As contract renewal time approaches, the Twins, a small market team with a total payroll of $63 million, have to decide what to do with a single but spectacular player whose market value could be as high as $126 million over 5 years.

The Santana case is one current example, but this scenario is one that is played out frequently in the 10 small market teams, and how the scenario is resolved has a direct impact on the overall economics of Major League Baseball, a $6.2 billion industry that 76 million people paid admission to see last year. Our model is intended to be useful for any small market team facing a dilemma whether to sign or trade its star player. 
The pair wise comparisons in our model were made with the Santana case in mind, and each unique situation may have slightly different results as teams place varying weights in different areas. For instance, Minnesota has won approval for a publicly funded stadium that will open in 2010 and are currently in a very tough division, so they will likely favor long-term performance over short term. Alternatively, Cincinnati has just opened their new stadium and plays in a weak division that is ripe for the taking. In addition, they have a star player nearing retirement, so they may value short-term performance more than Minnesota would. 
Methodology:


To achieve the goal of arriving at a sound decision, four strategic criteria were established. 

1.) Short term team performance- the on field success (measured in wins and championships) of the team within the next one to three years. 

2.) Long term team performance- the on field success within the framework of a “re-building” plan with a time horizon of 3 years out or more.


3.) Credibility- a concern somewhat unique to small market teams, this is the degree of credibility the team receives from the media, the fans, the community, other players, television executives, and other stakeholders. Credibility is a constraining factor that dissuades teams from worrying exclusively about their short term bottom lines. Since almost all stadiums are now publicly funded, it becomes all the more important to retain the team’s public trust like status.

4.) Economic Profitability- does the decision make sound financial sense for the overall financial health of the organization?


Within the subnet framework of the BCOR model, three separate clusters were developed for paired comparison.  These clusters consist of:


1.) Control Criteria:

* Economic- concerns related to maximizing net revenues

* Political- the concerns of the community

* Team Performance- concerns related to maximizing on field success

2.) Actors


*Current and potential players- the morale of current player and the team’s attractiveness to potential players are important considerations

*Fans and community- the teams fan base and other stakeholders dependent on the team’s success 

*Front Office- the team’s professional management

*Media- the local and national media outlets covering the team

*Ownership- the actual financial owners of the team

3.) Alternatives


*Let the current contract expire- retain the player for his final year but then lose him to free agency with no compensation


*Sign to a long term contract- retain the player for the long term but undertake a major expenditure and the possibility of the player having fading performance or injury


*Trade immediately-get maximum value in a trade by trading now (more time remaining on the initial makes the player more valuable to other teams).  A trade for the purpose of this model is defined as the small market team exchanging the player in question to another team for several highly regarded prospects who are cheaper and may develop into star players.

*Trade later- retain the player for another partial season and then trade him for probable diminished return
Model Construction:


In the BOCR model, different clusters define interactions with respect to predetermined control criteria hierarchy.  The benefits and opportunities networks indicate the alternatives that will yield the most positive results.  The costs and risks networks however will indicate the alternatives that have the greatest negative impact, posing the most risk or the highest cost.


Once the networks and sub-networks are built for the model, paired comparisons and judgments are made within each sub-network and evaluated to determine the best alternative in each case for the particular decision.  The importance of the BOCR cannot be determined until each of the elements is rated with respect to the strategic criteria established by the team.  As the separate elements of the BOCR are not equally weighted in every decision, it is the aim of the model to establish their priorities by rating the most important component of the model against the strategic criteria.  That component for comparison is determined by the greater absolute value of the highest-ranking B/O versus the lowest ranking C/R.
Decision Rating Model:


For the purpose of a rating model, we determined four strategic criteria for a baseball team to consider in its decision: Short Term Team Performance, Long Term Team Performance, Credibility, and Economic Profitability.


Based on the comparison done within the model, the highest priority component is Benefits at .31 followed by opportunities at .26.  This means that as the model flow forward, the priorities of the alternatives as measured in the benefits node are weighed more heavily.
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As a result, clearly benefits will drive the decision more that either cost (22.4) or risk (19.5).
Rating control criteria and subnets of the BOCR:

Each of the components of the BOCR has control criteria whose priorities are as before, established through pair wise comparison.  Each of the control criteria as well have associated sub networks that contain the possible alternatives available for the eventual decision, and a cluster representing the various constituencies or “actors” involved in the decision.  These alternatives and actors have been defined as part of the methodology.  Through pair wise comparisons, priorities for the alternatives are established for each of the subnets.  These priorities are weighted by their control criterion, multiplied by the BOCR weights from the original ratings model, and then combined to give the result.
As Benefits was the highest prioritized element in the model, we will focus on the rating and prioritizing within that one element as the elements of the subnets are the same in all four nodes.
Clusters in Benefits Subnet:

Alternatives-


Actors-



Current and Potential Players-



Fans and Community-



Front Office-



Media-



Ownership-

Control Criteria-



Economic-



Political-



Team Performance-
Listed are the various alternative rankings for each of the remaining elements of the BOCR model.

Synthesized Benefits Subnet
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Synthesized Opportunity Subnet
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Synthesized Cost Subnet
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Synthesized Risk Subnet
[image: image5.png][ New synthesis for: Subnet under Risks

Here are the overall synthesized priorities for the
alternatives. You synthesized from the network Subnet
under Risks

Name Graphic Normals|| Raw
Lot ComactExpie | (0735380 0295840 |003E615

Sign to Long Tem
Contract

I
_—

Trede Inmedistcl | I (0451085 0181474 0060451
I

(0299201 0120371

Trads Later

1.000000 [ 0.402307 |0.134102

Okay | Copy Values|





The synthesis of the overall model, encompassing all of the elements of the BOCR model follows.
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The conclusion based on the model as constructed is to trade the high performing though most likely very high cost player immediately for maximum trade value.

Sensitivity Analysis


Benefits




Opportunities
[image: image7.png][ Super Decisions Main Window: Small Market Dilemma using Iran Model[2].mod: formulai
File Design Assess/Compare Computations  Networks  Help.
BRBL Avacbassy  +fD

sJcoal =|olx

B sensitivity analysis for Super Decisions Main Win.
Fie Edt Hep
0

08

1Short Term Teamn Performance I 08
04
2Long Term Teamn Performance

Ove

Benefits

Subnet ==

Expeiinents

LetContract Expite. 4 0081
Sign to Long Tem Contract 2 033
Trade Inmediaely 1 0472

oy Benefis [EEEEES

= Bo ok, stands



    [image: image8.png]E Super Decisions Main Window: Booth Comte Small Market Dilemma Fin: od: formulaic: ratings
File Design Assess/Compare Computations  Networks  Help.
BRBL Avacbassy  +fD

sJcoal =|olx

Goall

B sensitivity analysis for Super Decisions Main Win...

Fie Edt Hep [=/E%

0

08
2Long Term Team|

08

Benefits|
Subnet

Expeiinents

LetContract Expite. 4 0073
Sign to Long Tem Contract 2 0234
Trade Inmediaely 1

s start

CA

andalo... ~




Costs






Risks


[image: image9.png]E Super Decisions Main Window: Booth Comte Small Market Dilemma Fin: od: formulaic: ratings
File Design Assess/Compare Computations  Networks  Help.
BRBL Avacbassy  +fD

sJcoal =|olx

Goall

B sensitivity analysis for Super Decisions Main Win...

Fie Edt Hep [=/E%

0

08
2Long Term Team|

08

Benefits|
Subnet

Expeiinents

LetContract Expite. 4 0542
Sign to Long Tem Contract 2 0108
Trade Inmediaely 1

s start

757 PM0

CA

andalo... ~



           [image: image10.png]8 0 -C {

My Documents | HijckThis.exe [+ Kodak Selus
Easyshers - scorch. i

- lais T R

My Computer {HP Photosmart | HP Solution  HP Photosmart

SLSpctnzzt| sl Conter £ Express
? A ~ ™ =
&% Bl sensitivity analysis for Super Decisions Main Win... [Z]]

My Network -~ Nettteet
Places

ATET Gobil £ Dasktoy
Network Clent . Manage

Tntérnet
Explorer

»

0

S 4

B

A concastwebmai-... | G WajorLeaquesasebi, | [B]2 Tekt, a standelo. ~






The sensitivity analysis illustrates clearly that trading Santana immediately remains the best alternative irrespective of any change in priority, with one exception.  If the priority of Risk goes up beyond .55 or .6, then the best alternative changes to signing to a long-term contract.
