
May 2017 

Performance Management  

Danish Public Sector Experience 



2 

The Danish Public Sector 
 

Ministries at 
state level 

18 

General government 
spending of GDP 

54,8% 

State, Regions, 
Municipalities 

3 tiers 

Public sector 
expenditure 

€ 148bn 
Population 

5,7m 

824,000 
Employment in 

the public sector 

A few facts 
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Performance Management Trends in the Danish Public Sector 

From the 80’ies to today 

Decentralised Budget 
Responsibility 
Decentralised Budgeting 
Combined with Centralised 
Control of Total Expenditure 

Performance as 
Activities 
Listing of activities in the 
Financial Bill  
 

Results-based 
Salary 
Linking Performance to 
Payment 

Performance as 
Effect 
Increased focus of Effect 
and Impact 

Performance of 
Policy and 
Operations  

Focus on core tasks and 
distinguish between 
policy and operations to 
set relevant KPI 

Control of Total 
Spending 
Budget and cost ceilings 

2% 
Yearly budget reductions 
 

Annual 
Cost ceilings 
 

Quarterly  
Explanations of Budget 
Deviations 

Framework 
Management 

“Let the 
managers 
manage” 

Performance 
Contracts 

“Make the 
managers 
manage” 

Performance 
Plans 

“.. but focus 
the efforts” 

 

Top Management 
Accountability 
Top Management defines 
strategic direction and 
systematically follow-up on 
results 

Simplify 
Reduce the number of 
targets and KPIs – select 
only the most important 
related to strategic focus 
and core tasks 



4 

Governance of Performance Management in the Danish Public Sector 

Ministry of Finance Driving Policy and Compliance  

 
The efforts are governed trough regulation, policy development and inspiration 

Best Practice descriptions 
of KPIs, Case Studies, 
Inspirational Materials, 

Benchmark Database etc  

Requirements for Strategy 
Formulation, Performance 

Plans and Performance 
Reporting 
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What will I cover today? 

Best Practice and Examples from the Danish Public Sector 

Why KPIs 
How to 

execute a 
KPI-project? 

Defining  and 
Selecting the 
Right KPIs 

Presenting 
KPIs 

Using KPIs 

• KPI’s as the link 
between strategy 
and execution 

• Steps to introduce 
KPIs 

• What type of KPIs 
can be used 
effectively? 

• Examples and cases 

• Best in class 
management reporting 

 

• Driving performance 
through performance 
management 
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Why KPIs? 

Linking Strategy to Execution 

1 

2 

3 

Creating a common understanding of 
value 
At the core of performance management lies 
optimisation of value, the ultimate goal of activities in 
an organization. The definition of value describes what 
success means for the organization.  

Linking strategy to execution 
Produce a mechanism for managing strategic goals 
and align management decisions with long-term 
organizational goals. Making sure that strategy 
execution is monitored.  

Aligning with external expectations  
Create a mechanism for aligning external expectations 
with the organizational goals. Assuring transparency 
and accountability towards political leadership.  
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Build KPIs 

How to execute a KPI project? 

Steps to introduce KPIs (used in numerous projects in the Danish public sector) 

Choose system and implement 

Choose and design 

Execute and implement 

Clarify strategy 

Select KPIs 

Define reporting 

Define governance 

Build reports 

Build processes 

Specification 

System Implementation 

1a 

1b 

1c 

1d 

2a 

2b 

2c 

3a 

3b 

• Define strategic priorities 
• Test stakeholders – 

external and internal 

• ID, challenge and 
prioritise KPIs 

• Analyse data availability 

• Design principles for 
reporting 

• Define contents of reports 
• Set up mock-up of reports 

• Define governance 
structure for up-dating 
KPIs 

• ID data sources 
• Build data connections 
• Prep KPIs for reporting 

• Build reports in/around 
existing systems 

• Build processes, roles 
and responsibilities, incl. 
documentation in Visio 

• ID stakeholder demands 
for systems solution 

• ID criteria for evaluation 

• Final implementation of 
reporting 

Change management 
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Examples 

Defining and Selecting the Right KPIs 

DK Ministry of Finance recommends distinguishing between different types of KPIs 

Core Tasks (Organisational KPIs) Managerial KPIs 

Characteristics 

How to formulate 
goals/targets 

Policy 

 

 

Preparation of policy initiatives, 
law-making proces, analysis etc.  

 

Typically change over time 

Often difficult to measure 
 
 
 
Go for objective, quantifiable effect 
indicators 

Accept measures of more 
qualitative type 

Operational 

 

 

Operations, production, case 
management etc.  

 

Typically stable over time 

Often measurable 

 

Output and effect indicators 

Quantitative measures 

KPIs and clear criterias of succes 

Internal Administration 

 

 

Measures of organisational 
effectiveness 

 

Typically stable over time 

Often measurable 
 
 

Go for multiannual quantifiable 
KPIs  

Benchmarks relevant for setting 
level of ambition 
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Defining and Selecting the Right KPIs 

Examples of Organisational KPIs – Core Policy Tasks at the Danish Road Directorate 

Core Policy Tasks  

• KPI under goal 1. Creating the basis for sound 
traffic/road policy decisions: Environmental Impact 
Assessments for 3 critically important infrastructure 
projects ready at particular dates 

• KPI under goal 10. Serving the Ministry of 
Transportation: Responses to requests from the 
Ministry is delivered in agreed time and quality in 
95% of cases 
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Defining and Selecting the Right KPIs 

Examples of Organisational KPIs – Core Policy Tasks at the Defence Command Denmark 

Core Operational Tasks 

• KPI for goal A. Allocation of equipment: Forces 80% 
ready every quarter 

• KPI for goal D. Training exercises to keep up morale 
and combat readiness: 3 out of 4 staffs have 
completed exercises in at least 2 of the 3 conflict 
scenarios (humanitarian, asymmetric or symmetric 
warfare) 
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Defining and Selecting the Right KPIs 

Examples of Organisational KPIs – Core Operational Tasks at State Revenue Services  
(Organisational KPIs) 

Core Operational Tasks 

Source: http://www.skat.dk/getFile.aspx?Id=133016 

• Goals on the Finance Bill: 1) Maintain tax gap, 2) 
Reduce outstanding tax debt, 3) Increase customer 
satisfaction, 4) Reduce cost 

 
 

• KPIs cascaded from goal 3 and 4 on the Finance 
Bill:  

• 1: 95% of cases correct 
• 2: 75% of cases completed within deadlines 

 
 

• You also see KPIs for internal administration 
cascaded from goal 4 on the Finance Bill:  

• 6: Prognosis precision budget versus cost, 
max. 5% deviation quarterly 

 
 

 

http://www.skat.dk/getFile.aspx?Id=133016
http://www.skat.dk/getFile.aspx?Id=133016
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Defining and Selecting the Right KPIs 

Examples of Managerial KPIs – Internal Administration from State Benchmark Database 

Sound Financial Management 

• Precision of prognosis, cost ceiling for 
operational expenses 

• Precision of prognosis, cost ceiling for 
income transfers 

• Precision of prognosis for grants (state 
enterprise, reservations etc.) 

• Precision of prognosis, statutory grants 
under the cost ceiling 
 

Efficient Administration 

• Ratio manager FTEs 
• Overhead per FTE (total) 

• Rental cost per FTE 
• Expenses for support staff per 

FTE 
• Expenses for goods and services 

per FTE 
• Compliance in relation to State 

Framework Agreements for Public 
Procurement (total) 

• KPI defined per sub Framework 
Agreement 
 

 

Good Employer Behaviour 

• Average salary, managers 
• Average salary, employees 
• Wage growth 
• Overtime payment 
• Sick days 
• Sick leave payment 
• Net working hours 
• Effective hourly salary 

All KPIs included in State Benchmark Database 
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Presenting KPIs 

Best in class Management Reporting 

 
 
 
Reporting part of Continual 
Management Dialogue 
• Annual evaluation of performance is not 

enough 
• Reporting on performance and evaluation 

of performance is ongoing and part of 
the regular management structure 
 

Dash Board Reporting 
• Reporting supported by visualizations  
• Ensures easy availability of data relevant 

to the decision-making and prioritization 
process 

• Targeted presentation for different levels 
of management 
 

On-time data 
• Requires on-time data 

Important DK Trends Tableau Dash Board from Road Directorate developed by Deloitte 
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Presenting KPIs 

Case from State Revenue Services 

Dash Board for State Revenue Directorate (Customer Services) 
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How to use KIPs? 

KPIs are part of a larger structure that needs to be in place to allow for best practice 
performance management 

CULTURE DIALOGUES 

MEASURES 

VALUE 

ACCOUNTA- 
BILITIES 

Strategic 
Objectives 

Decision 
Rights 

Value 
Drivers 

Allocations 

External 
Alignment 

Performance 
Indicators 

Calendar &  
Meeting  
Cascade 

Meeting 
Dynamics 

Beliefs & 
Behaviors 

Incentives 

Culture 

How does the organizational 
culture support or hinder 

effective performance 
management ? 

Accountabilities 

Where are the areas of 
ambiguity in accountability 
and decision-making and 
what are the impacts on 

performance? 

Dialogues 

Do performance discussions 
lead to the right actions? 

Measures 

How does what you 
measure provide the insight 

to drive decisions? 
 

VALUE 
What does value mean for your 

organization 
and is it commonly understood? 
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Best practice for using KPIs at State-level 

Observation Points from a Danish Perspective 

Simplify and Focus on Core Tasks 
Making sure that employees understand the 
link between their contributions and value 
creation.  

02 
01 

03 

Assure Management Support 
Management supports the performance 
management efforts at all levels of the 
organisation.  

Integrate 
Performance management is integrated into 
the general management of the organization – 
it is not just an add on.  

Action-oriented reporting 
Targeted management reporting that focus on 
the future and can be used for acting and 
making decisions, e.g. dash board style.  04 

05 

06 

Follow-up 
KPIs are followed up on a regular basis and are 
acted upon regularly by the chief executives.  

Real consequences 
Lacking performance has significant 
consequences – preferably in the short term.  


