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Performance gap analysis for service industry benchmarking —
theory and applications (I)
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In 2005, service industry has contributed 73.5% of GDP, and the percentage of Taiwan's
workforce employed in service industry has risen to 58%. How to enhance the competitive
strength of Taiwan’s service industry becomes a key for Taiwan’s economic growth. Ben-
chmarking process has been proved to be a practically useful tool in business practices. There
are several major steps in a benchmarking process, including: (1) problem (benchmarking)
scope and peer group definition, (2) data collection, (3) performance analysis and (4) actions
for improvements. Performance gap analyses are especially critical to successful benchmark-
ing activities. Correct performance gap diagnosis between evaluated unit and the best prac-
tice provides better understanding of causes to the gap and helps decision makers to take ef-
fective actions and set improvement targets properly. However, it is a great challenge for
service systems because service is intangible and hard to quantify and transform to monetary
values.

The proposed research aims to develop a quantitative performance gap analysis model
that can handle the challenges faced by service industry benchmarking. The model is able
to provide decision makers the information about the factors causing the gap and the influen-
tial magnitude of each factor. The methodology will mainly rely on the non-parametric



frontier analysis. If concluded successfully, intangible performance in service systems can
be analyzed quantitatively. An effective performance gap analysis, not based on expe-
riences and subjective judgments, can thus be integrated to increase the successful rate of
benchmarking activities.

Keywords : Benchmarking, Performance gap analysis, Service systems, Service industry,
Performance evaluation
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