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Business, Performance, and Gap
Analysis

The performance consulting process generally includes identifying business needs,
performance needs, and work environment and capability needs. All strategic performance
improvement projects start with an assessment to systematically identify a specific individual,
team, or organizational need. WLP professionals perform this assessment by completing a
series of analyses that identify the discrepancy between the actual and the desired
performance, clarify the desired outcomes, set the boundaries of the issue to be addressed,
and analyze all the factors that support and inhibit performance. The WLP professional
needs expertise in asking the right questions about what is happening in the organization and
pinpointing the issue that needs to be addressed. Clarifying the desited outcome and
understanding what is happening in the system and what is inhibiting the realization of this
outcome are crucial activities at this stage.

Learning Objectives:

M Describe how to use performance analysis to identify an organizational issue or
need.

List several factors that affect an organization that should be considered during
an external analysis.

Describe how goals analysis relates to the project scope.

List four measurement criteria that reflect objectives were met.

Describe constraints analysis and list five limiting factors.

Describe the role cultural analysis plays in HPI.

List five components in a gap analysis.

Describe the concept of workflow analysis and the elements involved in this
analysis.

List five tools to establish a performance gap and describe how to apply them.
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List several factors related to forecasting human resource needs.

Business Analysis

Business analysis is important to the HPI process for two reasons. First, the business goals
are the drivers for the organization. A business analysis makes clear what matters to the
organization and what does not. Unless the WLP professional knows that, he or she cannot
judge if the HPI effort will make a meaningful contribution to the organization. Second, the
business analysis determines what performance issues are paramount and how to allocate
resources wisely. Plenty of performance issues exist in organizations—even high-performing
ones. Rather than look for apparent knowledge or skill gaps, the WLP professional needs to
focus on human performance issues that affect important business outcomes. Failing to do
SO can waste precious resources on initiatives that make little or no difference to the
organization.

The business analysis consists of three main tasks:

e identifying important goals for the approptiate business unit, which can be easy if the
organization has a clear focus and obvious priorities

e clarifying that these are indeed appropriate goals, which sometimes becomes an issue
because leaders or organizations need to change targets, may claim allegiance to goals
that aren’t realistic or appropriate, or may not be able to agree on organizational
goals (or actively pursue contradictory policies)

e determining how specific and measurable the goals are, which may require refining
objectives so that evaluation and measurement is possible.

It is not enough for the performance consultant to identify what he or she believes to be
appropriate goals. He or she also needs buy-in and agreement from the client(s). The
business analysis process sometimes involves negotiation and exploration with clients.
Sometimes goals stated on paper of in annual reports do not actually exist, or leaders may
have different perceptions of what the goals mean. Sometimes the targets are out-of-date or
unrealistic, and sometimes leaders are blind to new opportunities. In such cases, the HPI
practitioner may have to inform the organization of what its goals should be.

In carrying out the business analysis, the practitioner gathers industry and business-related
information on a series of issues, such as

e the external and internal factors that shape business goals
e the organizational rationale for these goals
e significant trends and forces in the industry
e relevant strategies to attain business goals.
The business process analysis proceeds in the following three phases:

Entry: In this phase, either the HPI practitioner approaches the client or the client
approaches the practitioner to discuss perceived problems and ways HPI could help. During
this discussion, clients often tend to seck commitments on delivering specific solutions with




the result of short circuiting the HPI process. The WLP professional must find ways to bring
the conversation back to the strategic priorities of the organization.

Data collection: The next phase is to identify relevant business goals through an
information-gathering process. Typically, HPI practitioners use a combination of executive
interviews, document review (annual reports; strategic plans; individual, team, and
department plans), and surveys or focus groups. Sometimes external or competitor analysis
can identify relevant forces and issues outside the organization’s walls.

Agreement: The third phase involves returning to the client with findings and seeking
common ground and clarification. Sometimes this phase may be quick because the HPI
practitioner has just verified information that the client alteady knew, but sometimes the
practitioner has to persuade the client that his or her goals are artificial or misguided. In
cither case, the outcome of this phase should be a clear business goal and any background
information on the business strategy and environment that is relevant to understanding
issues around business goals. More important, the information lays the groundwork for
evaluating the results of the HPI effort and establishes a common sense of priorities and
direction for the WLP professional and the client.

External Analysis

An external analysis is an inventory of the economic, social, political and legislative,
workforce, technological, and competitive forces that influence the way an organization
functions and provides a rationale for goals and priorities. It accounts for trends that affect
the environment. In addition, it assesses customer needs and stakeholder expectations.
Stakeholders can include allied agencies, employees, and suppliers—because each has a
vested interest in the organization’s future. All of these factors affect the organization’s goals
or identify what those goals should be if the organization is to remain successful and
competitive.

These are external factors that may affect an organization:

e Economic factors that may affect an organization are interest rates, gross domestic
product, consumer price index, disposable income, and inflation. These influence the
ways that customers make purchasing decisions.

e Social factors include worker skills, corporate responsibilities and ethics, population
shifts, immigration, migration, age, gender, generational differences, minority groups,
or nontraditional labor forces. These affect both customers and employees.

e Political and legislative factors may affect an organization with new legislation or a
partisan climate.

o Workforce factors, such as general employment functions of recruitment,
development, union and labor relations, turnover analysis, and job market analysis,
relate to the ways that organizations recruit and retain staff. In addition, workforce
factors relate to forecasting immediate and long-term human resource needs.

e Technological factors include advances, skills, and process changes and can have an
effect on the ways that organizations carry out work as well as how they compete in
the market.

e Competitive factors relate to market position, trends and forces in the industry,
developments in competitor organizations, and so forth.

Performance Analysis

According to Rossett (1992), the goal of performance analysis is to measure the gap between
the desired and actual performance. An organization uses a cateful assessment of customer
needs (including internal customer needs) to develop such workforce requirements as
competencies, abilities, resources, and processes to achieve organizational goals. These
requirements determine the desired performance. Note, however, the importance of
identifying desired performance that is realistic. Setting performance goals that are outside
the realm of the possible is an invitation to failure.

To measure the actual performance, the organization conducts a comprehensive assessment
of its employees’ capabilities, the efficiency of its organizational structure, and its
competitive position. The result of the analysis is to identify the gap between the desired and
actual performance levels. The HPI practitionet’s job is to determine what interventions or
combination of interventions will close that gap, bringing the actual in line with the desired
petformance level.

For example, a company planning to develop a new product may have completed customer
requirement surveys and used the data to form its business strategy and to pin down tasks,
competencies, and productivity levels for specific jobs in product design, manufacturing,
marketing, sales, and setvice. But close examination may reveal a gap between employees’
actual capabilities and the company’s workforce needs for creating and delivering the
product.

Rossett (1987) notes the variety of tools and techniques that can be used to conduct a
performance analysis—reviews of organizational information; interviews; focus groups; and
observations from subject matter experts, customers, suppliers, and performers. Rossett also
advised gauging the feelings of such key stakeholders as senior management and supervisors
in regard to performance problems and related solutions. Peoples’ attitudes can influence
their perception of the importance of a problem, the value of solving it, and the likelihood of
succeeding with any particular solution.

Project Scope

As part of performance analysis, defining the project scope is a key success factor. The scope
should clearly identify the desired outcomes or results that are critical. Organizational goals
or desired outcomes also set the limits for the project scope and enable the performance
practitioner to focus efforts and resources on the possible solutions that will have the
greatest effect in terms of organizational results.




Focus Groups

Another approach to collecting data for analysis is to conduct focus groups. Somewhat like
an interview, with a focus group the researcher identifies key people who can provide
information about the need. However, instead of individual interviews, focus groups are
interviews that take place with groups. The group interview provides rich data regarding the
performers’ job environment, current level of skill and performance, and perceptions of
desired skill and performance level. HPI practitioners can use focus groups to collect
information about current performance, potential sources of performance issues, and
suggestions for solutions. Some advantages and disadvantages of focus groups are presented
in table 2-3.

Table 2-3. Advantages and Disadvantages of Focus Groups

Advantages ‘ Disadvantages

e Focus groups enable HPI e Focus groups are very time and
professionals to develop resource intensive.
hypotheses that can be tested « Sometimes a focus group can fall
with a larger population under the influence of particularly
through surveys or verbal members and give the
observations. impression of unanimity when it
« The focus group facilitator can is not necessarily the case.
make note of nonverbal e A focus group is difficult to
behaviors that accompany facilitate with just one facilitator
statements. who must run the group and take
e Skilled facilitation results in all notes.
focus group members—not
just the more verbal
participants—being heard.

Surveys and Questionnaires

Surveys are paper-and-pencil or electronic questionnaires that ask respondents a series of
focused questions. Practitioners use surveys most often for performance analysis.

Sutveys vary greatly in the amount of time and money they require and in complexity. WLP
professionals should choose the type of survey that will best provide the data needed—not
necessarily the one that is fastest, cheapest, and easiest to do. Another factor to consider is
the need to use more than one type of survey to obtain different kinds of data about the
same topic. Table 2-4 presents the advantages and disadvantages of using surveys and
questionnaires.

Table 2-4. Advantages and Disadvantages of Surveys and
Questionnaires

Advantages ‘ Disadvantages

e Surveys are inexpensive. e Constructing questions that get
o Survey results are easy to the desired data in a
tally. configuration that meets data

collection needs can be

e Participation is easy. challenging, (The WLP

* Surveys provide quick results. professional must be careful with
e Frequencies (how many wording.)
respondents answered a  Ensuring that the wording of a
question each way) are easy question means the same thing
to understand. to all respondents (reliability) and
e Surveys can be qualitative that the wording of the question
also: Soft data questions yield will garner the information that is
qualitative data, while the sought (face validity) is
answer tally is quantitative. necessary.

e Choosing an appropriate answer
scale is critical.

e Respondents can skew the
results by simply checking all of
one type of answer without really
reading the questions.

e Getting a large enough sample to

make the data reliable can be
difficult.

Some useful points to remember when using surveys include the following:
e Practitioners can use surveys to gather both qualitative and quantitative data.

e Surveys help to gather information from employees and managers who have a vested
interest in succeeding. Surveys help to gain support from these groups by providing
them with an input mechanism, and they help employees and management team
members understand that the organization wants them to succeed.

e Surveys have various questioning options and rating scales, such as multiple-choice,
Likert scale, and forced-choice questions. Combining two rating scales enables cross-
referencing of data.

Human Resource Needs Forecasting

While the HPT model lists many interventions, the human resource function is particularly
important in an effective, high-performance organization. Analyzing performance goes hand
in hand with forecasting the immediate and long-term human resource needs of an




organization. In comparing the cutrent and future goals of the organization with current v Ch apter 2 Knowledge Check

erformance, the WLP professional may discover that the abilities and human resources . . .
P > P Y 1. Which of the following statements best defines performance analysis?

necessary to achieve organizational objectives simply aren’t there. These are some factors

related to human resource needs forecasting: a. Itis the process of identifying constraints on the HPI initiative.

e development and utilization of human resources b. Itis the process of identifying business goals.
o job market c. Itis the process of identifying the organization’s performance requirements and
compating them with its objectives and capabilities.

e turnover analysis . - . .
Y d. It is the process of gaining an understanding of external influences on the

e stakeholder identification and awareness of what each group needs to succeed organization.
e sponsor (champion) identification and assistance with navigating the political arena 2. Gap analysis should define all of the following except
e development of a learning organization. a.  Driving forces

b. Desired state
c. Appropriate interventions
d. Methods for change

3. Which of the following analysis tools is used to refine a list of brainstormed ideas
into something that makes more sense and can be dealt with more easily?

a. Affinity diagrams
b. Flowchatts

c. Interviews

d. Questionnaires

4. Which of the following tools is used to help individuals and groups mentally walk
through discrete tasks in the sequence of an activity?

a.  Affinity diagrams
b. Flowchatts
c. Interviews

d. Questionnaires

w1

Which of the following analyses, also known as an environmental analysis, helps to
define the environment and perhaps explain where the organization wants to be in
the future?

a. Business analysis
b.  Performance analysis
c. Gap analysis

d. External analysis




A performance analysis evaluates the current performance and operational results
versus the expected results to identify if an issue exists

a. True
b. False

All of the following factors affecting an organization should be considered during an
external analysis except

a. Economic

b. Social

c. Competitive

d. Emotional

Goals analysis relates to the project scope in that
a. Project goals determine the performance goals.

b. Organizational goals and outcomes set the scope of the project and focus the
work.

c. Goals analysis identifies operational results for benchmarking.
d.  Goals analysis identifies key stakeholders on the project.

All of the following are measurement critetia reflecting if objectives have been met
or not except

a. Behavior change (application)
b. Increased knowledge
c. Business analysis

d. Performance metrics such as ROI

. The following are components of a gap analysis except

a. Driving forces
b. Restraining forces
c. Methods for change

d. Environmental assessment

. A cultural analysis identifies the degree to which culture helps or hinders employees

from completing their day-to-day jobs.
a. True

b. False




