The Center for Hospitality Research

B Hospitality Leadership Through Learning

The Options
Matrix Tool:
A Strateqic
Decision-making
Tool

by Cathy A. Enz, Ph.D. and
Gary M. Thompson, Ph.D.

Cornell Hospitality Tool
Vol. 4, No. 1 June 2013

All CHR reports are available for free download, but
may not be reposted, reproduced, or distributed
without the express permission of the publisher.

7| Cornell University
2 Schoelof Hotel Administration




Advisory Board

Niklas Andréen, Group Vice President Global Hospitality & Partner
Marketing, Travelport GDS

Scott Berman ‘84, Principal, Real Estate Business Advisory Services,
Industry Leader, Hospitality & Leisure, PricewaterhouseCoopers

Raymond Bickson, Managing Director and Chief Executive Officer, Taj
Group of Hotels, Resorts, and Palaces

Michael Cascone, President and Chief Operating Officer, Forbes Travel
Guide

Eric Danziger, President & CEO, Wyndham Hotel Group

Benjamin J. “Patrick” Denihan, Chief Executive Officer,
Denihan Hospitality Group

Chuck Floyd, Chief Operating Officer—North America, Hyatt
RJ Friedlander, CEO, ReviewPro

Gregg Gilman, Partner, Co-Chair, Employment Practices, Davis &
Gilbert LLP

Susan Helstab, EVP Corporate Marketing,
Four Seasons Hotels and Resorts

Paul Hineman, Executive Vice President, National Restaurant Association
Steve Hood, Senior Vice President of Research, STR

Jeffrey A. Horwitz, Chair, Lodging & Gaming Group and Head, Private
Equity Real Estate, Proskauer

Kevin J. Jacobs ‘94, Executive Vice President & Chief of Staff, Head of
Real Estate, Hilton Worldwide

Kenneth Kahn, President/Owner, LRP Publications

Kirk Kinsell MPS ‘80, President, The Americas, InterContinental Hotels
Group

Mark Koehler, Senior Vice President, Hotels, priceline.com

Radhika Kulkarni, VP of Advanced Analytics R&D,
SAS Institute

Gerald Lawless, Executive Chairman, Jumeirah Group

Cornell Hospitality Tools

Vol. 4, No. 1 (June 2013)

© 2013 Cornell University. This report may
not be reproduced or distributed without the
express permission of the publisher.

Cornell Hospitality Report is produced for
the benefit of the hospitality industry by The
Center for Hospitality Research at Cornell
University.

Robert J. Kwortnik, Academic Director
Jennifer Macera, Associate Director
Glenn Withiam, Director of Publications

Center for Hospitality Research
Cornell University

School of Hotel Administration
537 Statler Hall

Ithaca, NY 14853

Phone: 607-255-9780
Fax: 607-254-2922

www.chr.cornell.edu

Christine Lee, Senior Director, U.S. Strategy, McDonald's Corporation
Mark V. Lomanno

David Meltzer MMH '96, Chief Commercial Officer, Sabre Hospitality
Solutions

William F. Minnock Ill ‘79, Senior Vice President, Global Operations
Deployment and Program Management, Marriott International, Inc.

Mike Montanari, VP Strategic Accounts, Sales - Sales Management,
Schneider Electric North America

Hari Nair, Vice President of Market Management North America,
Expedia, Inc.

Brian Payea, Head of Industry Relations, TripAdvisor

Chris Proulx ‘91, CEO, eCornell & Executive Education

Umar Riaz, Managing Director, Accenture

Carolyn D. Richmond, Partner, Hospitality Practice, Fox Rothschild LLP

Susan Robertson, CAE, EVP of ASAE (501(c)6) & President of the ASAE
Foundation (501(c)3), ASAE Foundation

Michele Sarkisian, Senior Vice President, Maritz

K. Vijayaraghavan, Chief Executive, Sathguru Management Consultants
(P) Ltd.

Adam Weissenberg ‘85, Vice Chairman, US Travel, Hospitality, and Leisure
Leader, Deloitte & Touche USA LLP

Michelle Wohl, Vice President of Marketing, Revinate



The Center for Hospitality Research

Thank you to our generous Corporate Members
Senior Partners

Accenture

ASAE Foundation

Carlson Rezidor Hotel Group
Hilton Worldwide

National Restaurant Association
SAS

STR

Taj Hotels Resorts and Palaces

Partners

Davis & Gilbert LLP

Deloitte & Touche USA LLP
Denihan Hospitality Group
eCornell & Executive Education
Expedia, Inc.

Forbes Travel Guide

Four Seasons Hotels and Resorts
Fox Rothschild LLP

Hyatt

InterContinental Hotels Group
Jumeirah Group

LRP Publications

Maritz

Marriott International, Inc.
Marsh'’s Hospitality Practice
McDonald's USA

priceline.com
PricewaterhouseCoopers
Proskauer

ReviewPro

Revinate

Sabre Hospitality Solutions
Sathguru Management Consultants (P) Ltd.
Schneider Electric

Travelport

TripAdvisor

Wyndham Hotel Group

Friends

4Hoteliers.com  Berkshire Healthcare ¢ Center for Advanced Retail Technology ® Cleverdis ® Complete Seating
o Cruise Industry News e DK Shifflet & Associates ¢ ehotelier.com e EyeforTravel  The Federation of Hotel &
Restaurant Associations of India (FHRAI) e Gerencia de Hoteles & Restaurantes ¢ Global Hospitality Resources
 Hospitality Financial and Technological Professionals e hospitalitylnside.com e hospitalitynet.org ® Hospitality
Technology Magazine ¢ HotelExecutive.com e International CHRIE e International Society of Hospitality
Consultants e iPerceptions ® JDA Software Group, Inc. ® J.D. Power and Associates  The Leading Hotels of the
World, Ltd. ¢ Lodging Hospitality ® Lodging Magazine ® LRA Worldwide, Inc. ® Milestone Internet Marketing ®
MindFolio  Mindshare Technologies ® PhoCusWright Inc. ¢ PKF Hospitality Research ® Questex Hospitality Group
® The Resort Trades ® RestaurantEdge.com e Shibata Publishing Co. e Sustainable Travel International ® UniFocus
¢ WIWIH.COM

Cornell University

School of Hotel Administration




The Options Matrix
Tool (OMT):

A Strategic Decision-making Tool to
Evaluate Decision Alternatives

by Cathy A. Enz and Gary M. Thompson

’ EXECUTIVE SUMMARY

he options matrix tool (OMT) is a spreadsheet-based decision making tool designed to help
managers apply a set of decision criteria to a variety of alternatives or strategic options. It is
particularly useful for decisions that require substantial judgment and for which numbers may
not be available. By working through a series of decision-process steps, managers can establish
criteria for the assessment and comparison of different possible alternatives and then compare choices.
The tool allows managers to list and weight various decision criteria deemed important for a given
business situation or problem alternative. The most desirable option is then identified in a final
spreadsheet along with an evaluation of each option. While the OMT is self-explanatory and designed
to be easy to use, this report offers a brief description and examples of how to use the tool. Making
judgment-based decisions among a variety of viable options is made easier when a systematic process

is utilized such as the one offered in this tool.
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The Options Matrix Tool (OMT):

A Strategic Decision-making Tool to
Evaluate Decision Alternatives

by Cathy A. Enz and Gary M. Thompson

enerating and evaluating options is a key component of business decision making.

Managers frequently engage in the process of selecting from among two or more

viable options in the course of their planning and management responsibilities. A

variety of different approaches exist to help managers who wish to examine
competing alternatives often based on multiple criteria that involves various ratings and weights."'
While many decisions are data-driven and can take advantage of past information to help forecast or
predict viable outcomes, other decisions rely more on judgment and qualitative assessments,’”
particularly when little or no historic data can be found that directly speaks to a situation. To help
hospitality managers’ structure decisions when uncertainty is great and judgment-based decisions are
needed, we have devised a simple multiple criteria evaluation process called the Options Matrix Tool
(OMT). The OMT is a spreadsheet-based approach to evaluating decision options that is simple and
easy to use. The tool permits managers or management teams to list and attach weights to decision
criteria and then rate different options or alternatives with respect to the defined criteria. Weights are
the magnitude or value we give each criterion, while ratings are the assessments we give each option on
a specific set of criteria. The tool highlights the strongest choices on each criterion using a color code,
and provides a summary matrix showing the most desirable option. The worksheets allow managers to
establish up to six different decision criteria and five alternatives to compare. We believe that considering

more options does not improve the decision and may, in fact, diminish the decision-making process.

1 B. Vahdani and M. Zandieh, “Selecting Suppliers Using a New Fuzzy Multiple Criteria Decision Model: The Fuzzy Balancing and Ranking Method,”
International Journal of Production Research, Vol. 48, No. 18 (2010), pp. 5307-5326.

2 A. Borison and G. Hamm, “Prediction Markets: A New Tool for Strategic Decision Making,” California Management Review, Vol. 52, No. 4 (Summer
(2010), pp. 125-141.
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Example of two alternatives

Same store sales growth within established
markets with an expanded network of
smaller single unit franchisees with an
expanded product line.

# Options: 5 [Select 2-5]
# Criteria: 5 [Select 2-5]
Criteria
Description:
Weight (out of 100 pts):
Minimum Desired Score (/10):
1
Enter emerging markets in China and India
with a master franchisee and joint ventures
selling new branded products
2

Steps in the Options Matrix Tool

This report describes the steps in developing an options
matrix using the OMT and offers examples to illustrate how it
might be used. The development of an options matrix involves
several steps, as follows:

(1) Identify options (alternatives) you are considering;

(2) Select criteria that are the most important for evaluating
your options;

(3) Assign weights (worth or magnitude) to each of the
criteria;

(4) Select minimum acceptable scores for each criterion; and

(5) Rate or evaluate each option on the criteria using a scale
from 1 to 10 (unfavorable to favorable).

Step One: Select Options

The first step in making strategic decisions is to decide how
many options or alternatives you wish to compare (we suggest
selecting from two to five) and then provide a written descrip-
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tion of each. Be sure to give yourself several solid alterna-
tives, meaning those that are seriously viable and specific.?
Avoid creating alternatives that you have no intention

of selecting or that are easy to dismiss. If you have too

few options you may restrict your choices, but too many
alternatives may lead to overlap and redundancy, as well
as slowing your decision process. A comprehensive look at
possible choices for both the short term and the long term
can help ensure that your alternatives are detailed, with
elaboration and specifics included. All of your alternatives
should be viable and contain rich detail. You may wish to
have one of your options be the status quo.

In Exhibit 1 we provide an example of a strategic deci-
sion on growth in which senior management must decide
whether to enter emerging markets using a master fran-
chisee and joint ventures or focus on same store sales and
multiple franchisees in established markets. Note that the
two decisions are not overlapping and offer some detail.

3 D. Barton and D. Court, “Making Advanced Analytics Work for You,”
Harvard Business Review, October 2012, pp. 79-83.



Decision criteria and weights

Step Two: Identify Criteria

The second step in the process is to establish the key issues
or factors (select between 2 and 6) that you will use to evalu-
ate and select the best choice. These criteria are the stan-
dards by which you will judge different decisions. The most
important or relevant evaluation criteria should be included,
but once again be careful not to create too few or too many
factors. If you have too many criteria you may be introduc-

ing unnecessary complexity or get caught up in minor issues.

Choosing too few criteria may signal a simplistic assessment
of the decision process or a failure to consider important
nuances. Typical criteria are those that address increases in
sales or profits and reduction in costs. Product and service
quality, partner collaboration, and implementation issues
such as staffing and training are also typical criteria of inter-
est in strategic decisions.* For example (see Exhibit 2), if you
were examining whether to outsource your laundry to two
different vendors or to handle it in-house you might con-
sider cost, quality, efficiency, service delivery, and employee
motivation and training issues. Begin your OMT analysis by
listing the evaluation criteria.

Step Three: Assign Weights to the Criteria

For each criterion you also need to assign a weight repre-
senting just how important each criterion is to the decision

4 A, Borade and S. Bansod, “Comparison of Neural Network-Based Fore-
casting Methods Using Multi-Criteria Decision-Making Tools,” Supply
Chain Forum, Vol. 12, No. 4 (2011), pp. 4-12.

Criteria
L : - . : Employee -
Description: Cost Quality Efficiency Service Delivery Y Training Total
Weight (out of 100 pts): 40 15 5 10 12 18 100
Minimum Desired Score (/10):
1 | Outsource Laundry to Prime
Contract Services Remove
2 | Outsource Laundry to Advanced
Cleaning Express Inc. Remove
3 | Status Quo—Keep laundry in
house Remove
Remove | Remove | Remove | Remove | Remove | Remove |
Some ratings (scores) are missing
Provide values in the cells of this color
Rate (score) the options in the cells of this color, on a scale of 0 (worst) to 10 (best)

at hand. Be sure that you give different weights to each of
your criteria, with the most important criterion being given
the greatest weight. Allocate weights so that they sum to 100
percent and only give equal weights to criteria if they are
truly equally important. The tool will let you know if you
have not correctly assigned weights.

Step Four: Determine the Minimum Desired
Score for Alternatives

The OMT applies a rating scale ranging from 1 (very unfa-
vorable) to 10 (very favorable) so that each alternative can
be evaluated on the criteria. For example, a rating of 8 (very
favorable) on a criterion of staffing, motivating and train-
ing crew would mean that the option proposed would score
high on this criterion. You can include other managers in
the decision process or compare separately conducted OMT
analyses, if you wish. While these rating are clearly subjec-
tive and based on your own best judgment (or that of others),
keep in mind that this systematic process is useful to order
and organize your thinking. You will need to rate all of your
options on each decision criterion. If you have a minimum
level of performance that you consider acceptable you can
specify this value by completing the minimum desired score
row of the spreadsheet. This option allows you to identify
the minimum acceptable score for each criterion using the
rating scale (1-10).

The Center for Hospitality Research « Cornell University




Rating alternatives and minimum desired score

Criteria
S . o . . Employee .
Description: Cost Quality Efficiency Service Delivery Motivation Training Total
Weight (out of 100 pts): 40 15 5 10 12 18 100
Minimum Desired Score (/10): 4 6 3 3 4 5
1 Remove
Enter emerging markets in China
and Indla with a master 3 7 8 8 7 8
franchisee and joint ventures
selling new branded products
=]
.0
=
é 2 R
Same store sales growth within M
established markets with an
expanded network of smaller 7 8 5 7 4 3
single unit franchisees with an
expanded product line.
ExHiBiT 4
Results option matrix with color coding
Staffing,
Resource fit and No core motivating Overall
cost Strong brand and training Score Potential
Criteria > Growth Profit RO containment culture fit erosion crew (/100): | Ranking: Problems:
1 | Enter emerging
markets of China and
India with a master  Below the
franchisee and joint 12 10.5 4 8 8.4 14.4 minimum desired
ventures selling new score for: Growth
branded products
@ 2 | Same store sales
5] growth within
g. established markets
with an expanded  Below the
network of smaller minimum deSIred
single unit 12 25 7 48 5.4 score for: Staffing,
franchisees with an motivating and
expanded product fraining crew
line.

Step Five: Evaluate the Options

In Exhibit 3 we return to the strategic growth example, in
which six decision criteria (including profit, growth, cost,
HR and brand issues) and corresponding weights are pro-
vided for the two decision options. As the example shows,

each criterion is weighted, minimum desired scores are

Cornell Hospitality Tools  June 2013 « www.chr.cornell.edu

provided, and each option is evaluated and ranked on the six
criteria. The greatest weight is attached to the growth criteria
(40%), and the emerging markets with master franchisee
option is rated 3 out of 10 (closer to unfavorable), while the
same store sales in established markets is given a rating of 7
out of 10 (more favorable on the growth criteria).



Restaurant example rating alternatives and minimum desired score

# Options: 5 [Select 2-5] Clear All I .
ear nrormation
# Criteria: 5 [Select 2-5]
Criteria
Few staffing & | Deliver consistent | Enhance customer Little lifestyle
Description: | Increase revenue scheduling food & service, at | satisfaction and implications for
& profits challenges a fair price loyalty cheffowner Total
Weight (out of 100 pts): 30 30 20 10 10 100
Minimum Desired Score (/10): 4 6 7 3 5
1 | Open for lunch on weekdays 10 3 5 7 3
- - Remove
2 | Open earlier for dinner on weekdays 9 8 10 7 8
w | 3 [ Open for brunch on Sunday 6 5 6 6 5 w’
.2 :
= |4 Extelnd shoulder season usage of patio 8 10 9 8 10
o seating
5 | Increase prices 6 10 5 7 10

The Options Matrix and Report

The OMT converts your ratings into scores on each of

the decision criteria for the various options or alterna-
tives. The higher the score the better the alternative on a
specific criterion. The tool’s color coding helps to set apart
the high scores (shown in green in Exhibit 4) from lower
scores. The second tab of the OMT (labeled Results) shows
a completed options matrix. Returning once again to the
example as shown in Exhibit 4, the first option, which is to
enter emerging markets with a master franchisee and joint
ventures using new branded products, is stronger on four
of the six criteria and has an overall score of 57.3 compared
to the second option’s score of 59.7, which involves growing
in established markets by expanding same unit sales with
an expanded product line and single unit franchisees. The
higher the score (i.e., closer to 100), the better the alterna-
tive. In this case, however, both options have modest scores
that are not all that far apart. The results sheet shows the
scores for each criterion, the overall score, the ranking, and
a potential problems box that highlights any criteria that are
below the minimum desired score.

10

A Restaurant Operations Example
for Using the Tool

Here’s a more complete demonstration of how the OMT
works. Consider a restaurant that wishes to increase revenue.
The restaurant is open daily for dinner from 5:30-10:00 pP™.
From May through October, it opens a patio that extends
the seating capacity by approximately 50 percent. The
restaurant takes no reservations but commonly turns tables
three times per night, and is regarded as one of the best in
the area.

Step one: Identify possible decision options. After de-
liberation, the following five options have surfaced: opening
for lunch on weekdays; opening earlier for dinner; opening
for Sunday brunch; extending the shoulder season use of the
patio (with heat and awnings); and increasing menu prices.

Step two: Set criteria. In the second step management
has identified five criteria to use in evaluating the options:
increase revenue and profits; minimize staffing and schedul-
ing challenges; deliver consistently high quality food and
service at a fair price; enhance customer satisfaction and
loyalty; and do not substantially alter the quality of life (life-
style) of the chef-owner.

Steps three and four: Determine weights and set
cutoffs. Exhibit 5 shows the options and criteria, the weight
management assigned to each criterion, the minimum ac-
ceptable score for each criterion, and the score assigned to
each criterion for each option.

The Center for Hospitality Research « Cornell University



ExHiBiT 6

Results option matrix with color coding for restaurant example

Enhance Little lifestyle
Description: Increase Few staffing & | Deliver consistent customer implications
ption: revenue & scheduling food & service, at | satisfaction and for chef/
profits challenges a fair price loyalty owner Ranking: Potential Problems:
1 Below the minimum
desired score for: Few
staffing & scheduling
Open for lunch 9 10 7 3 challenges; Deliver
on weekdays consistent food & service,
at a fair price; Little
lifestyle implications for
cheflowner
2
“ Open earlier for
S dinner on 27 24 20 7 8 None
=3 weekdays
o
3 Below the minimum
desired score for: Few
Open for brunch 18 15 1 6 5 staffing & §chedu|lng
on Sunday challenges; Deliver
consistent food & service,
at a fair price
4
Extend shoulder
season usage of 24 18 8 10 None
patio seating
5
Below the minimum
. desired score for: Deliver
Increase prices 18 10 / 10 consistent food & service,
at a fair price

Step five: Evaluate the results. The Results sheet in
Exhibit 6 shows the evaluation of the options. Extending the
usage of the patio through a longer shoulder period (open-
ing earlier in the spring and closing later in the fall) emerges
as the top choice, followed quite closely by opening earlier
for dinner. Both of these options meet all minimum score
requirements, while the three other options fail to meet the
minimum acceptable scores on one or more criteria.

Concluding Remarks

This two worksheet tool is a simple way to examine decision
possibilities. While more complex decision models using
statistically derived weights are available, this approach con-
tinues to be useful for helping managers consider various
choices when faced with a decision where judgment-driven
problem solving is required. We grant that this rating and
weighting approach to multiple-criteria decision making
may result in “fuzzy numbers” because of the impreci-

sion and subjectivity of the process.” However, we see a

3 Ibid., p. 5307.
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clear benefit from this multi-step process, because it helps
managers clarify their choices when faced with limited data
or high levels of uncertainty. That is, fuzzy numbers may be
better than no numbers at all. Using a decision tool such as
the one we have provided can help managers avoid some of
the problems of selective attention, cognitive dissonance, and
information biases that come from intuitive decision mak-
ing.® As important, a systematic but simple option tool may
help decision makers think about a problem and its solution
from different perspectives, thereby enhancing the richness
of discussion and broadening of opinions. We encourage us-
ers of the OMT to engage with other managers in conducting
the analysis. By using the tool to facilitate discussion more
managers can be drawn into the decision-making process
and encouraged to think strategically about critical strategic
choices. ®

6 B. Fischhoff and B. Goitein, “The Informal Use of Formal Models Acad-
emy of Management Review, Vol. 9, No. 3 (1984), pp. 505-512.
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