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It gives us great pleasure to share the 
11th edition of PwC’s Non-executive 
directors: Practices and fees trends 
report with all our clients, and 
particularly all boardroom members.

As we continue with our review of the fees paid 
to non-executive directors, it is noticeable that 
there have been above inflation rate increases 
across almost all sectors during the current 
reporting period. We remain steadfast in our view 
that fees are not commensurate with the roles 
and responsibilities that non-executive directors 
undertake. Fee levels are driven more by company 
affordability. In future editions we intend to 
review the disbursements and expenses incurred 
in maintaining the board and its non-executive 
directors. This information is not currently shared 
in the public domain.

We continue to examine seven African stock 
exchanges and look at the level of non-executive 
fees paid, as well as providing an analysis of non-
executive fees paid to the FTSE 100.

Our non-executive directors should be measured 
against their will to make a better world from 
where they stand and their readiness to make 
brave decisions.

We trust that you will find this publication 
of interest and that you will gain a better 
understanding of the issues, challenges and 
trends that we have raised and identified. We 
look to all our directors to keep playing their role 
in ensuring South African corporates continue to 
take the initiative and move to becoming global 
purpose-driven corporate citizens. 

Anelisa Keke 
Editor

Gerald Seegers 
PwC Africa People and Organisation Leader
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The future of the board will need to change to 
reflect increased business risks and we predicted 
in our previous edition that non-executives will 
become specialised professionals. Boards are 
under pressure to continually transform and 
have empathy for how society has changed. They 
will need the right expertise, experience and 
diversity to be effective in this rapidly-changing 
business environment. But what may be missing 
is that ‘digital/technology non-executive director’. 
Someone needs to create and drive a board that 
will be able to lead in the digital age.

Corporate failures will continue to happen and we 
caution our non-executive directors to be vigilant 
and exercise the required due care in discharging 
their responsibilities. The King IV™ Code is only 
a framework that provides for good corporate 
governance. There are new threats coming 
from within organisations. What is required to 
prevent these failures is often a cultural change in 
behaviour within the organisation. 

1
Gerald Seegers 

PwC Africa People and Organisation Leader
Anelisa Keke 

Editor

Boardroom conversations and agendas continue 
to change given the different kind of workforce 
and workplace we are faced with today. The 
world of business is different, as it is now enabled 
by previously unimaginable technologies, where 
for example large quantities of data are no longer 
analysed on a sample basis but in full. Meanwhile, 
cybersecurity, human rights and environmental 
issues are still recognised as the biggest future 
business risks. Changes in society driven by social 
media and mobile technologies have changed 
the world as we know it—we now operate in the 
digital age and boards need to adapt accordingly.
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This publication focuses primarily 
on the Johannesburg Stock Exchange 
(JSE). Data set out here is drawn 
from information publicly available 
on 30 November 2017 (the cut-off 
date) and is valid for the period from 
1 December 2016 to 30 November 2017 
(the 2017 reporting period). 

These quartiles/percentiles are defined as:

 • Lower quartile (25th percentile)
75% of the sample earns more and 25% earn
less than this fee level;

 • Median (50th percentile)
50% of the sample earns more and 50% of the
sample earns less than this fee level; and

 • Upper quartile (75th percentile)
25% of the sample earns more and 75% earn
less than this fee level.

It is our belief that there is no definitive 
correlation between market capitalisation 
calculated by reference to the number of shares 
in issue and the prevailing share price, and the 
remuneration of directors.

However, we are of the view that market 
capitalisation is a good proxy for size and 
complexity, and that it is an appropriate 
metric to use for identifying peer groups and 
for benchmarking purposes. It is against this 
backdrop that data is analysed in terms of:

 • Large-cap
The top-40 JSE-listed companies, valued by
market capitalisation;

 • Medium-cap
41 to 100 of the JSE-listed companies, valued
by market capitalisation; and

 • Small-cap
101 to 343 of the JSE-listed companies, valued
by market capitalisation.
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Information has been extracted from PwC’s 
internal resource base and the 343 (2016: 355) 
active companies listed on the Main Board of 
the JSE. The total market capitalisation of these 
companies on the cut-off date was R16.49 trillion 
(2016: R13.12 trillion). This excludes preference 
shares, special purpose listings and suspended 
companies. 

This is our 11th edition of this publication and it is 
interesting to note that the market capitalisation 
of the JSE has increased by 190% from R5.69 
trillion back in 2007.

Fees rarely follow a normal distribution curve. For 
this reason, we have used a quartile/percentile 
range in preference to averages and standard 
deviations that assume normality. 

2
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We again analyse the fees paid by ‘super-cap’ 
companies, being the top 10 companies by 
market capitalisation on the JSE. As it is not 
possible to perform a quartile analysis, only 
average fees have been calculated.

Those companies that are listed on the JSE AltX 
have been aggregated into the above valuations. 
Where the AltX is evaluated as a stand-alone 
group, it refers to 42 (2016: 53) companies with 
a market capitalisation of R81.494 billion (2016: 
R37.531 billion). The main reason for the market 
capitalisation increase relates directly to newly-
listed property and investment companies with 
unusually high capitalisation compared to other 
AltX companies.  

In addition to analysing the fees paid to 
chairpersons and non-executive directors across 
the JSE as a whole, we have also analysed fees 
paid with reference to the four main sectors (in 
addition to the AltX), namely financial services, 
basic resources, services and industrials.
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Executive remuneration has 
increasingly become the subject of 
scrutiny and the general perception is 
that certain aspects relating to executive 
remuneration do not achieve their 
objectives. 

An organisation must, in its 
remuneration policy, set out 
“arrangements towards ensuring 
that the remuneration of executive 
management is fair and responsible 
in the context of overall employee 
remuneration in the organisation.”
The King IV™ Report on Corporate Governance 
for South Africa

This chapter provides an overview of the main 
considerations of the ongoing global debate 
on executive remuneration and potential 
opportunities for non-executive directors to steer 
the conversation in the South African context.

A just society and responsible 
corporate citizenship
The Position Paper on fair and responsible 
remuneration published by the Institute of 
Directors in Southern Africa (IoDSA) states that:

“An organisation’s survival and its success 
over the short, medium and long term 
requires consideration of ‘the triple context’ 
of the economy, society and the natural 
environment within which it operates. 
Unfair or irresponsible remuneration can 
be regarded as some form of social injustice 
which in the longer term may undermine the 
organisation’s legitimacy.” 1

Organisations are increasingly being held 
accountable by stakeholders to strive towards 
an acceptable standard for fair and responsible 
remuneration. In order to avoid this concept 
remaining a theoretical construct, an organisation 
is expected to actively consider its position as 
a corporate citizen with a fundamental social 
responsibility towards all stakeholders alongside 
considerations of fairness and equality.

1  IoDSA. “Position Paper 6: Fair and responsible remuneration”. 
2017. http://www.iodsa.co.za/resource/collection/57F28684-
0FFA-4C46-9AD9-EBE3A3DFB101/IoDSA_Position_Paper_6-.
pdf (accessed 8 December 2017)
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On a global scale, debates among organisations, 
shareholders, institutional investors and 
governments are ongoing and a key discussion 
point concerns ethics of pay. 

In the context of organisations, the King IV™ 
Report on Corporate Governance (King IV™) states 
that ethics refers to ethical values applied to 
decision making, conduct, and the relationship 
between the organisation, its stakeholders and 
broader society.

In South Africa, the introduction of King IV™ has 
solidified the concept of responsible corporate 
citizenship. It creates the foundation that 
encourages the influencers within organisations 
(management, executive, non-executive directors 
and shareholders) to follow a principles-based 
approach to ensuring that the remuneration of 
executive management is fair and responsible in 
the context of overall employee remuneration in 
the organisation. 

3
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Most organisations are incorporated with the 
main aim of generating wealth and making 
profit for the organisation and its shareholders. 
This approach is no longer sustainable in 
isolation and in a society that demands more 
awareness from organisations beyond their self-
interest. 

In addition to stakeholder engagement, King 
IV™ echoes the necessity for organisations to 
address socio-economic and environmental 
challenges, which are plentiful in the South 
African context.

Organisations that disregard their social 
responsibility as corporate citizens and concern 
themselves only with financial profit, act to their 
detriment.

Following from this, in order to fulfil their 
mandate in terms of King IVTM , remuneration 
committee members need to shift their focus 
from drafting remuneration policies that 
only address executive remuneration, to 
organisation-wide policies that take into account 
pay conditions across the organisation.

We look to our business and political leaders to 
initiate the conversation regarding fairness and 
equality, and to uphold a reasonable standard 
of social justice. Accordingly, the most just 
remuneration outcomes are only feasible when 
we combine all relevant factors, i.e. statutory 
requirements, corporate governance standards 
and strong ethical leadership at the top of 
organisations.

“Not only must 
justice be done, 
it must also 
be seen to be 
done.”
R v Sussex Justices, ex 
parte McCarthy

[1924] 1 KB 256, 
[1923] All ER Rep 233

Similar and not the same
It is essential for organisations to define and 
give real meaning to the concepts of fairness 
and the just distribution of income in order 
to be effective in ensuring their presence and 
implementation in the corporate arena. ‘Fair’ is a 
morally and politically loaded term, which must 
be handled with care in the corporate context. 
It does not mean pushing organisations towards 
some socialist utopia.2 

The concept of ‘fairness’, on the one hand, 
cannot be measured without considering 
the concept of ‘equality’, on the other hand. 
Although both are innately ethical concepts, 
they do not amount to the same thing.

Milton Friedman’s stance is that “the primary 
social responsibility of companies is to make 
profit”. This remains a commercial reality, 
however, prudent organisations will agree that 
generating wealth is not the sole responsibility 
of an organisation. Furthermore, organisations 
operating as social entities implementing 
fairness initiatives for redistribution may, in 
truth, prove to be rewarding their bottom line. 

The psychological effect of perceived fairness 
may result in improved retention, engagement 
and performance of employees as opposed 
to unfairness which may have a damaging 
outcome on an organisation in the long term. 
For this reason, it is essential to an organisation’s 
sustainability to ensure that remuneration is 
rooted in principles of fairness.3 

2 PwC UK and London School of Economics. “The ethics of 
pay in a fair society”. October 2017. https://www.pwc.com/
ethicsofpay (accessed 8 December 2017)

3 Chris Ceplenski “Employee Rewards: the Importance of 
Perceived Fairness”. HR Daily Advisor. 29 June 2013. 
http://hrdailyadvisor.blr.com/2013/06/29/employee-
rewards-the-importance-of-perceived-fairness/ (accessed 
6 December 2017).

“In most 
people’s minds, 
more fair does 
not necessarily 
mean more 
equal.”
PwC SA HR Quarterly 
4th Edition 
December 2017

According to the IoDSA Position Paper, 
differentiation in remuneration is perceived as 
fair when the process for measuring and 
rewarding performance and identifying and 
matching pay to market benchmarks is clear and 
trusted. Furthermore, it identifies two basic 
types of fairness, as follows:

Source: IoDSA

Vertical fairness
• Differences in total 

remuneration 
between job levels 
are explainable and 
justified;

• Remuneration levels 
are proportional to 
both the size or 
responsibility of 
each individual role 
and the performance 
in the role;

• Executive 
remuneration is set 
by reference to the 
remuneration of the 
overall workforce.

Horizontal fairness
• Employees performing 

the same or similar job 
requirements at the 
same or similar level 
receive the same or 
similar levels of total 
remuneration. Any 
differences in 
remuneration should not 
be unfair.
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Principles of distributive 
justice
Dr Alexander Pepper, Professor of Management 
Practice at the London School of Economics 
and Political Science, and Dr Susanne Buri, 
Assistant Professor in the Department of 
Philosophy, Logic, and Scientific Method, 
in conjunction with PwC UK conducted a 
series of thought experiments with more 
than 1 000 senior executives within large, 
multinational organisations on distributive 
justice: the principles by which institutions and 
governments distribute income among their 
constituents.4 

The study focused on senior executives and 
business leaders as the target audience as they 
play a critical role in determining the culture 
of their businesses and their sense of purpose. 
Understanding their views on fairness is 
therefore important to understanding what can 
realistically be achieved by organisations in this 
area.

Survey respondents (including business owners, 
CEOs and their deputies, directors, C-suite 
executives, senior management and their 
international equivalents) were taken through 
a series of thought experiments to evaluate 
their attitudes to, and prioritisation of, these 
principles of distributive justice in relation to 
their organisation and society; as it is, and as 
they would wish it to be.

4 PwC UK and London School of Economics

The research explores the attitudes to fairness and distributive justice in organisations and society. 
Shown below are six key principles of distributive justice which describe current attitudes to 
fairness.

Six principles of distributive justice

Source: PwC UK and London School of Economics

Just desert
People who achieve more deserve more
The basis of desert theory is that there ought to 
be a like-for-like relationship between one’s 
work contribution and the reward one gets in 
return: what you put in is equal to what you get 
out. Moreover, those who are more productive 
but work less hard deserve more than those 
who work hard but are less productive.

Equal opportunity 
Outcomes are fair provided the starting 
point is
This theory sees market competition as fair 
game, so long as there is a level playing field. 
Certain advantages which arise out of luck, 
such as what postcode someone was born in, or 
the school they went to, should have as little to 
do with their future economic opportunities as 
possible.

Sufficiency 
Guarantee a minimum standard of 
living for all
Sufficiency has as its ethos the idea that any 
state or system whose constituents are not able 
to lead a dignified life is fundamentally 
immoral. Once this minimum quality of life is 
guaranteed for all, however, society has 
fulfilled is obligations towards distributive 
justice.

Maximin 
Distribute income to make the worst off 
in society as well-off as possible
The brainchild of political Philosopher John 
Rawls, maximin states that inequality should 
only exist to the extent it makes the worse-off 
in society better off: a strong test. This is 
achieved by harnessing the productive capacity 
of the better off, through the preservation of 
some level of monetary incentive.

Entitlement
All voluntary transactions are just 
With the late Robert Nozick as its most famous 
exponent, this theory turns the approach to 
distributive justice on its head: rather than 
asking, how can we justify a transfer of money 
from A to B, it instead asks, how can we justify 
interfering with this transfer in the first place? 
Any transfer between willing agents is just.

Efficiency
The income distribution should lead to 
an efficient allocation of labour
This theory ostensibly has no distributive 
principle, but its real one is this: that efficiency 
is to be put before any other distributive 
consideration. What the market decides is what 
is right, as this will create the greatest wealth 
for the greatest number.

R
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Summary of findings
Respondents supported multiple, and often 
conflicting, principles simultaneously, which 
indicates that attitudes toward and views 
about distributive justice are multidimensional 
and complex. The results of the survey do not 
demonstrate a single catch-all principle as all six 
principles received support to some extent, with 
some being more favoured than others.

The most preferred principles are efficiency, 
just desert, equal opportunity, and sufficiency, 
whereas the least favoured were entitlement and 
maximin. Doing nothing to help the least well-
off is as unfavoured an idea as doing everything 
to help the least well-off.

In the world of business, where technology and 
automation are rapidly becoming dominant 
features, organisations and the way in which 
they operate can expect to face continuous 
challenges, including the debate around fair and 
ethical remuneration. 

Respondents view organisations as an integral 
part of society as a whole and support the 
notion that organisations have a broadly equal 
responsibility (in conjunction with the state) to 
provide a fair pay structure to their employees. 
Moreover, a quarter to a third of people surveyed 
feel that organisations are not delivering on 
the principles of fairness that they deem to be 
important.

Striking a balance
Fair remuneration based on an ethical 
foundation plays an important part in building 
trust in business. An organisation can only 
address issues of fairness, equality and 
remuneration disparities once its leadership 
identifies its attitude to fairness and distributive 
justice, and is able to anticipate the probable 
outcomes thereof on the design of the 
organisation’s remuneration policies and 
implementation.

Organisations, especially in South Africa, 
are faced with many and diverse challenges. 
South Africa has a unique history of injustice, 
and is currently experiencing volatile political 
and economic circumstances with increasing 
unemployment and loss of qualified local skills. 

South African organisations are required to 
compete for top talent in the global arena 
offering remuneration packages in line with the 
market (perpetuating the cycle of exponential 
growth in executive remuneration), while 
remaining within the range of affordability 
for the organisation (ensuring value creation 
for shareholders) and within a remuneration 
framework based on an organisation-wide 
approach (ensuring that executive remuneration 
levels are considered in the context of all 
employees).

Organisations have employment and 
remuneration agreements in place for employees 
(including top talent) and it is simply not 
practical for organisations to cut executive 
remuneration packages in order to supplement 
the remuneration of other employees.

In the United States and the United Kingdom, 
proposals have been made in favour of 
organisations disclosing the pay ratio between 
the remuneration at the top of house against the 
remuneration of the average employee (these 
have already been implemented in the United 
States). 

Although this may provide a valuable bird’s 
eye view, the danger is that this would only 
reflect averages and provide an inaccurate 
reflection of actual remuneration, causing 
unnecessary controversy rather than being 
useful for its intended purpose. In other 
words, an overemphasis on equality may steer 
the conversation away from the concept of 
substantive fairness. 

Instead, organisations and their leadership 
should cultivate a culture of improvement which 
may involve engagement with stakeholders, 
including employees; analysis of all relevant 
factors to take into account when considering 
remuneration; financial and non-financial 
initiatives to aid in uplifting more junior 
employees; and constantly evolving a working 
model for fairness.
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The role of remuneration committees in this 
regard is critical. In order to cultivate this culture, 
committee members need to have more than 
a working knowledge of how remunerations 
works throughout the organisation. They need 
to grapple with the concept of fairness (what it 
means in their context as one company’s measures 
may not necessarily be appropriate for another) 
and how best to make a tangible contribution.

Journeying towards fairness
Fortunately, remuneration is not a static element 
and, given the foregoing, taking another look at 
and tweaking the design and forecasted outcome 
of remuneration for all employees seems to 
be a first step in the right direction. The core 
consideration for setting remuneration must be 
to provide justifiable remuneration levels that are 
sustainable and follow the principles of equality 
and fairness.

Transformation will not be instantaneous. 
Nevertheless, organisations must reinforce their 
leadership and promote awareness and skills 
development in matters of fair and responsible 
remuneration.

NEDs should consistently monitor local and 
international trends in this regard and educate 
themselves on what ‘fairness’ is and how they 
can work with management to ensure that it is 
practically implemented within the organisation 
and properly defendable.

Fair and responsible
remuneration

Fair and responsible
remuneration
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Globally, environmental, social and 
governance investing (ESG) is gaining 
momentum and making a significant 
impact on institutional investors, in 
particular pension funds.5 Investors 
are under increased pressure to take 
ESG factors into account when deciding 
to invest and to increase scrutiny of 
corporate governance practices in the 
organisations in which they invest. The rise 
of ESG investing also provides us with an 
opportunity to consider whether employees 
should be incentivised to pursue projects 
that promote the public good.

5 “ESG and/or else, consultants warn pension clients.” 
Institutional Investor. 25 September 2017. https://www.
institutionalinvestor.com/article/b15130tngdbr77/esg-or-else-
consultants-warn-pension-clients, (accessed  
18 December 2017).

Non-executive directors will not only need to assess whether the decisions made by executive directors 
are in the best interests of the shareholders, but also whether they are in the best interests of the 
environmental and social context and best practice corporate governance. 

The question that non-executives should consider is whether it is prudent to incentivise executives 
to reach the company’s ESG targets, by either incorporating them into their balanced scorecards or 
adding them to performance conditions for variable pay.

ESG and investment governance
The Organisation for Economic Cooperation and Development (OECD) released a paper for pension 
funds, insurers and asset managers to integrate ESG factors into their investment governance.6 It 
defines ESG integration as:

 • The recognition in the institutional investor’s investment policy or principles that
ESG factors may impact portfolio performance and so affect the investor’s ability to
meet its obligations; and

 • Using analysis of those impacts to inform asset allocation decisions and securities
valuation models (or employing third parties to do so).

6 OECD	(2017),	“Investment	governance	and	the	integration	of	environmental,	social	and	governance	factors.”	https://www.oecd.org/cgfi/
Investment-Governance-Integration-ESG-Factors.pdf (accessed 18 December 2017).

The key 
findings of 
the report 
include:

• Regulatory frameworks allow scope for institutional
investors to integrate ESG factors into their investment
governance. However, difficulties remain for investors in
reconciling their obligations towards their beneficiaries with
ESG integration. Lack of regulatory clarity, practical
complexity and behavioural issues may discourage ESG
integration.

• ESG factors influence investment returns through their
impact on corporate financial performance and through the
risks they pose to broader economic growth and financial
market stability.

• There are technical and operational difficulties in measuring
and understanding ESG-related portfolio risks; however a
growing number of tools are becoming available to enable
institutional investors to integrate ESG factors to a greater or
lesser extent.”
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The report also notes that regulatory 
frameworks in some countries included in the 
analysis (such as South Africa) provide scope 
for ESG integration. However, regulatory 
frameworks do not necessarily encourage it. 

It recommends that policymakers encourage 
institutional investors to integrate ESG factors 
into their investment governance, and similarly 
include ESG reporting into governance 
requirements.

Link between performance 
conditions and the broader 
societal impact of a company
The UK government recently published 
“Growing a Culture of Social Impact Investing 
in the UK”, a report by an independent advisory 
group on how to grow a culture of social impact 
investment and savings in the UK.7

Although the definition of social impact 
investing is subject to interpretation (which 
is one of the challenges facing it), the report 
defines it as “investment in the shares or loan 
capital of companies and enterprises that not 
only measure and report their wider impact on 
society—but also hold themselves accountable 
for delivering and increasing positive impact”.

7 UK Department for Digital, Culture, Media & Sport and HM 
Treasury, “Growing a Culture of Social Impact Investing in 
the UK.” November 2017. https://www.gov.uk/government/
uploads/system/uploads/attachment_data/file/664321/
Full_Report_Growing_a_Culture_of_Social_Impact_Investing_
in_the_UK.pdf	(accessed	19 December	2017).

ESG and the impact on 
performance metrics 
ESG is becoming more important to investors 
when they decide on which companies to 
invest in. Consequently, it is vital for companies 
seeking new investors to place more emphasis on 
their ESG achievements as well as their financial 
successes. The question remains whether ESG 
has made the same impact on remuneration 
policies and philosophies.

Publically available voting records from 
major South African institutional investors 
(where available) do not reveal details about 
the reasons underlying their decisions—in 
general, they do not reflect the depth of the 
discussions that South African institutional 
investors have with listed companies. They 
also do not reflect whether, and the extent to 
which, ESG imperatives feature in discussions 
with remuneration committees regarding 
performance metrics for variable pay. It 
is also unclear to what extent ESG factors 
will be included in short-term or long-term 
performance metrics; and if there is enough 
relevant local market practice to guide 
remuneration committees on how they can 
meaningfully integrate these factors into 
performance frameworks.

But there are encouraging signs. Sanlam 
Investments’ “Responsible Investment Policies 
and Procedures Document”8 suggests that “ESG 
specific hurdles are likely to be introduced 
should responsible investing continue to gain 
momentum. They may be expressed in the form 

8 Sanlam Investments. September 2016. https://www.
sanlaminvestments.com/SISharedDocuments/SIM%20
Responsible%20Investment%20Policies%20and%20
Procedures%20Document.pdf (accessed on 05 June 2017).

In following such a strategy, investors make 
decisions that reflect the needs of UK consumers 
to contribute to traditionally philanthropic 
causes by targeting companies and organisations 
that intentionally create a positive social benefit, 
either as a primary or secondary purpose.

The paper suggests that while social impact 
investing still has challenges, with enough 
cooperation from the UK government, financial 
services industry, regulators, companies invested 
in and the social sector, investing with impact 
can enter the mainstream.

It is unclear to what extent social impact 
investing has gathered traction in South Africa 
(which could benefit from this initiative, given 
the socio-economic challenges facing this 
country). 

At this stage, although the inclusion of ESG or 
sustainability factors into performance metrics 
is on the rise, non-executive directors sitting 
on remuneration committees must still decide 
which ESG-related factors are appropriate to 
use as performance measures for management. 
Perhaps, in time, the integration of ESG factors 
into performance conditions will mean that 
senior employees will also be compensated for 
the broader societal benefit of their long-term 
decisions—by looking at the number and quality 
of jobs that they have created, their contribution 
to the creation of sustainable infrastructure, 
or (for larger companies) the impact that they 
have had on the country’s overall gross domestic 
product.
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of overriding conditions or ‘gatekeepers’, or 
of balanced scorecards.” In certain instances, 
voting records from the Public Investment 
Corporation show that certain companies should 
have sustainability metrics in place.

King IV™ calls for companies to draw a 
link between the positive outcomes of the 
performance conditions and the triple context 
in their remuneration policies (economic, social 
and environmental), or alternatively the six 
integrated reporting capitals that the companies 
use or affect. This shows that performance 
conditions should not just yield returns to 
shareholders—they should also create value 
across the company.

This has presented some companies with 
practical difficulties. It has compelled 
remuneration specialists, remuneration 
committees and heads of human resources 
to consult the International Integrated 
Reporting Framework for the meaning of the 
six integrated reporting capitals, and doing 
so was not previously a standard feature 
of remuneration governance.9 The criteria 
themselves are subject to interpretation, with 
many companies querying how to adopt this 
reporting requirement when their variable pay 
structures are not always subject to prospective 
performance conditions.

9 International Integrated Reporting Council, “The 
International Integrated Reporting Framework 2013.” https://
integratedreporting.org/wp-content/uploads/2013/12/13-
12-08-THE-INTERNATIONAL-IR-FRAMEWORK-2-1.pdf 
(accessed 8 June 2015).

Of the few companies that have taken the step of 
integrating this King IV™ recommendation into 
their remuneration reports, some have opted 
for a high-level link between the performance 
conditions for their variable pay plans, on one 
hand, and one or more of the six integrated 
reporting capitals that the company uses or 
affects. 

The journey has not been as easy for smaller 
listed companies whose integrated reports have 
traditionally included fairly cursory sections 
regarding one or more of the six integrated 
reporting capitals that they use or affect. 

However, as many companies move towards 
full adoption of King IV™, and learn from the 
few (encouraging) examples on the market, 
we anticipate that remuneration committees 
will probably make a more concerted effort 
to understand this disclosure. The reasoning 
behind it—to further ESG integration and, 
perhaps, social impact investing—should also 
help them understand the importance of this 
disclosure and how best to do it.
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Exploring the future of a board’s composition and priorities

The increasingly complex environment demands 
dynamic boards that show ethical leadership, 
and whose members are technically astute. The 
increasing number of millennials in the workforce 
must also be explored in order to determine 
how they can best add value. These demands on 
boards may necessitate a re-examination of how 
they are constituted to ensure that a wider variety 
of viewpoints and layers of expertise are present.

Re-evaluating board 
composition
Skill sets of board members

Principle 7 of King IV™ Report on 
Corporate Governance emphasises 
the importance of the composition of a 
board and states that the “governing 
board should comprise the 
appropriate balance of knowledge, 
skills, experience, diversity and 
independence for it to discharge its 
governance role and responsibilities 
objectively and effectively”.

The composition of a board is a significant 
contributing factor to an organisation’s 
performance. Board members need to possess the 
necessary skills and knowledge in order to align 
themselves to the organisation’s ethical standards 
and values, and to enable them to discharge 
their responsibilities effectively. In addition to 
this, shareholders and stakeholders are placing 
increasing emphasis on the board members’ 
education and competency in various areas. 
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The environment organisations 
operate in has evolved substantially 
in recent years. In the September 2017 
edition of its “Board discussions” 
series10 , PwC UK identifies numerous 
megatrends that are causing significant 
disruption to organisations. These 
include accelerating urbanisation, 
demographic, political and social 
change, resource scarcity and climate 
change and the shift in global 
economic power, accompanied by rapid 
technological breakthroughs. 

10 PwC UK. “Board discussions: What NEDs have been debating”. 
September 2017. https://www.pwc.co.uk/communities/
documents/ned-programme/ned-board-discussions-
september-2017.pdf (accessed 4 December 2017).

Various stakeholders are also increasing their 
impact on the way that organisations operate. 

Boards must endeavour to manage these 
disruptions in order to remain competitive and 
successful in this changing environment, which 
necessitates innovation, resilience and agility. 
The increase in cybersecurity breaches is also 
forcing boards to pay closer attention to their 
organisational structures and remain aware of 
potential internal security risks.

The purpose of an organisation is evolving 
beyond a pure profit-orientation towards a 
model that is more focused on the organisation’s 
role in creating value in society. The impact of 
stakeholders has also increased the focus on ESG 
(environmental, social and governance) issues 
and the socio-economic impact of pay. 
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While the focus historically was on recruiting 
board members with analytical skills, there 
is now an increasing need to recruit board 
members with more diverse skills and 
strengths, particularly those who cope well with 
uncertainty. 

Although executives and the organisation carry 
out the strategy, the board has ultimate control 
over the strategy and therefore a collaborative 
working relationship between executives and 
the board is crucial. Board members must 
have the necessary business acumen, technical 
and leadership skills to provide valuable input 
and where required, opposing views from the 
executive team. 

Boards need to keep up with emerging trends 
such as the rise of cryptocurrencies and other 
technological developments, while remaining 
cautious enough to hedge the attendant risks 
where appropriate. Board education in the form 
of masterclasses could be considered in order to 
better equip board members with the skills to 
deal with changing circumstances and increase 
their skills to better suit the organisation.

The role of millennials and their increasing 
participation at board level can provide 
considerable value to an organisation. Although 
their affinity with technology in itself is an 
asset to an organisation, their skill sets go 
beyond that. Millennials can be characterised 
by their discomfort with rigid structures and 
their demand for flexibility and collaboration 
within the workplace. They also place a greater 
emphasis on the corporate responsibility of their 
employer and their desire for continual learning 
is beneficial for organisations in a rapidly 
changing environment. 

The presence of millennials on boards can 
also provide a fresh perspective on traditional 
approaches and assist in creating a revised 
framework within which the organisation 
operates. Although the majority of Generation Z 
(the demographic age group after millennials) 
have not yet joined the workforce, organisations 
should be aware of the changes they could bring 
in future years and be prepared to adapt the 
corporate environment to accommodate them.

Calibration of strategy in a 
transparent environment
The board plays a key role in the strategic 
direction of a company, and given that the 
average NED has a slightly longer tenure in an 
organisation than the average executive director, 
their role in the long-term sustainability of an 
organisation should not be underestimated. 

A “typical annual offsite strategy day” may 
no longer be sufficient for long-term strategic 
planning.11  Boards will need to look beyond 
the traditional factors and consider additional 
environmental factors that impact strategy, 
contribute to current and future disruptions to 
its operations and technological advancements. 
This is particularly relevant where long-term 
strategy is being developed. 

11 PwC UK.

According to the 2016 UK Corporate Governance 
Code12 , NEDs play key roles, which include:

 • Strategic input: as part of their role as 
members of a unitary board, non-executive 
directors should constructively challenge and 
help develop proposals on strategy; and

 • Evaluation of strategic execution: non-
executive directors should scrutinise the 
performance of management in meeting 
agreed goals and objectives and monitor the 
reporting of performance.

Changes to the manner in which a board 
develops an organisation’s strategy may also be 
pertinent. The strategy development process 
should be ongoing and involve extensive 
discussions about the impact of disruptions and 
other organisational issues in order to obtain a 
greater understanding of the organisation. 

An outcome-based approach may need to be 
substituted with a focus on deliberation and 
the avoidance of decision-making in a vacuum. 
Organisations will have to explore long-term 
measures concerning the sustainability of the 
company within the boundaries of the ethical 
framework, rather than a narrow focus on hard 
financial and accounting measures.

Ethical leadership is an important consideration 
in the development of strategy, and the board 
must consider how it can create and maintain 
an ethical framework in a manner that enhances 
its business goals. Within the South African 

12 Financial Reporting Council. “The UK Corporate Governance 
Code”. April 2016. https://www.frc.org.uk/getattachment/
ca7e94c4-b9a9-49e2-a824-ad76a322873c/UK-Corporate-
Governance-Code-April-2016.pdf (accessed 6 December 
2017).
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context, and the confines of King IV™, the 
ethical context of remuneration decisions takes 
on an elevated importance, and remuneration 
committees are required to apply their minds to 
the recommendations contained in King IV™.

PwC’s “20th Global CEO Survey”13  sets out the 
importance of transparency for organisations 
and how it has become a key consideration 
in the engagement between an organisation’s 
leaders and its stakeholders. The environment in 
which organisations operate is more transparent 
than it was in the past and organisations need 
to develop the moral muscle to make the right 
decisions and stand behind them.

Cyber risk and social media
Major cyber risks include the integration 
of social media into daily life and the 
corresponding data privacy considerations, 
which need to be carefully managed. The 
benefits of social media are extensive and a 
social media strategy should be incorporated 
into an organisation’s strategy and policies. 
Boards should ensure they have the technical 
skills and if necessary, training on all elements 
of social media, including compliance with local 
laws and regulations, in order to recognise the 
opportunities in using social media as well as the 
potential risks that may arise from doing so.

Artificial intelligence is another significant 
emerging trend, and organisations need to 
consider the extent to which they are prepared 
for rapid and exponential growth in this area. 
This may require that board members adopt 

13 PwC. “20th Global CEO Survey”. 2017. https://www.pwc.com/
gx/en/ceo-survey/2017/pwc-ceo-20th-survey-report-2017.pdf 
(accessed 6 December 2017).

new approaches in order to manage the benefits 
and threats presented by technology. Some 
listed companies have adapted their board 
structures accordingly by establishing IT board 
subcommittees. King IV™ also recognises this 
need and has recommended certain practices for 
boards to adopt, which will help them manage 
these risks. 

Boards may also need to invest in ongoing 
education for staff and significant stakeholders 
regarding emerging IT trends and risks. Boards 
can also use IT to improve the lives of their 
employees, for example by using their superior 
buying power to provide access to data with 
major services providers at a cheaper rate for 
their employees.

Relationship between 
organisation and 
stakeholders
Principle 17 of King IV™  supports the initiatives 
listed above in promoting a corresponding duty 
on the boards of institutional investors to 

“ensure that responsible investment 
is practiced by the organisation to 
promote the good governance and the 
creation of value by the company in 
which it invests”.

This extension to institutional investors 
recognises the role that shareholders play 
in an organisation and emphasises that 
ethical leadership should be collaborative. 
As shareholders recognise the value in 
organisations, which includes various measures 
of success, both financial and non-financial, 

an alignment between stakeholders (including 
employees and the public) and shareholders is 
emphasised. 

Institutional investors such as the PIC have 
taken the recommendations made in King IV™ 
on board to incorporate ESG issues into their 
investment processes. The Code for Responsible 
Investing in South Africa (CRISA) also provides 
guidelines for corporate governance and 
principles as to what responsible investing 
entails. 

Conclusion 

Disruptions such as those 
created in the political, social 
and demographic sphere, rapid 
urbanisation, and a scarcity of resources, 
are among the factors that affecting the 
environment organisations operate in. At 
the same time, the relationship between an 
organisation and its stakeholders has also 
been magnified, demanding an increase in 
transparency and accountability and a shift 
away from a simply profit-driven focus. 

These aspects require that boards perform 
an exercise of introspection in order to 
identify what changes they can make to 
their strategy, composition and ultimately 
corporate culture. In practice, implementing 
or changing organisatoinal structure 
is challenging and the responsibility of 
integrating a revised structure is complex. 
However, as the board has a significant 
impact on an organisation, should it 
be successful at adapting to changing 
circumstances, this can contribute to the 
organisation’s sustainability.
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Two of the key responsibilities of NEDs are around 
risk and the audit. The research briefly discussed 
below studied risk and found that NEDs should 
satisfy themselves on the integrity of the financial 
information provided, and that financial controls 
and risk management systems are robust and 
defensible. 

It is also the entire board’s responsibility to 
ensure that the company accounts presented to its 
stakeholders represent a true and fair reflection 
of its actions and financial performance. Failure 
to discharge these responsibilities would mean 
the professional failure of the NED and potential 
personal liability for any financial harm suffered 
by the company.

Roads to ruin
UK-based Airmic14 engaged Cass Business School 
to investigate a sample of major corporate failures 
and their associated risk events over the past 
decade.15 Each of the 18 individual case studies 
provide background information on the primary 
company involved, describe the risk event, 
outline management’s response and discussed 
the consequences for the company and other 
stakeholders. 

In most of these cases, the companies and/or 
executives personally suffered financial penalties 
or fines and in some cases received jail sentences.

14 The Association of Insurance and Risk Managers in Industry and 
Commerce.

15 Airmic. “Roads to ruin: A study of major risk events: their 
origins, impact and implications”. 2011. https://www.airmic.
com/technical/library/roads-ruin-study-major-risk-events-their-
origins-impact-and-implications (accessed 8 December 2017)
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NEDs have an important contribution 
to make to the proper running of 
companies. By being independent, 
they bring a degree of objectivity to 
the board’s deliberations, and play a 
valuable role in monitoring executive 
management.

There is no legal distinction between executive 
and non-executive directors. NEDs have the 
same legal duties, responsibilities and potential 
liabilities as their executive counterparts. These 
duties and responsibilities extend equally to 
trustees of retirement and medical aid funds (who 
may also carry responsibilities specific to their 
role and industry).

NEDs are expected to focus on board matters 
and should not stray into the day-to-day running 
of the company, thereby maintaining their 
independence. However, this provides a small 
conundrum, in that too little time spent with 
management would probably mean the NED will 
be unable to fully discharge their responsibility 
(as they may not fully understand the business) 
and too much time spent with management may 
impair their independence. Given the recent level 
of corporate failures, one could argue that it is 
almost preferable to suffer the latter rather than 
the former.
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The full report, published in July 2011, 
identified seven key failures that gave rise to 
each crisis:

 • Inadequate board skills and inability of NEDs 
to exercise control;

 • Blindness to inherent risks, such as risks to 
the business model or reputation;

 • Inadequate leadership on ethos and culture;

 • Defective internal communication and 
information flow;

 • Organisational complexity and change;

 • Inappropriate incentives, both implicit and 
explicit; and

 • ‘Glass ceiling’ effects that prevent risk 
managers from addressing risks emanating 
from the top echelons of their organisations.

The lessons learnt are still applicable and 
relevant today.

Boards, in particular the NEDs, need to be more 
effective in their approach to risk management, 
collect more information and ask more questions 
around the risks identified. However, they also 
need to recognise the importance of risks not 
identified and how these could be captured.

Is there a remedy?
In our 2013 publication we addressed these risks 
and the ability of NEDs to adequately insure 
against any claims they may face. With the 
current focus on corporate failures, it may be 
worth revisiting some of these issues again.

The South African Companies Act of 200816 
has changed the way in which South 
African companies should be managed and 
administered. The stated intention and purpose 
of the Act17 is to increase both the transparency 
and accountability of those tasked with leading 
and managing our companies.

The law is clear; directors and officers who 
breach the law, or who breach their fiduciary 
responsibilities to the companies they represent, 
are personally liable for the losses they cause. 
This personal liability can in fact be unlimited. 

A major theme throughout the Companies Act is 
actual and deemed knowledge of information. In 
discharging their duty of care and skill, directors 
will be judged not only on factual knowledge, 
but also on what they ought to have known.18 As 
such, NEDs need to ensure that the quantity and 
quality of information they rely on in making 
important company decisions will withstand 
scrutiny. Comprehensive board packs, detailed 
minutes and robust record-keeping provide vital 
evidence of a director’s behaviour.

16 Act 71 of 2008.
17 S7, Chapter 3 and S158 of Act 71 of 2008.
18 S76 of Act 71 of 2008.

The Act contains an important defence for 
directors commonly known as the business 
judgement rule19, which may allow directors to 
escape liability in certain instances, provided 
they can prove:

 • they acted with full knowledge of a particular 
matter;

 • they were not conflicted in the matter; and

 • they genuinely believed they were acting in 
the best interests of the company when they 
took the decision relating to the particular 
matter.

Failure to rely on this defence would mean NEDs 
could face uninsurable losses and damaged 
reputations with either punitive prosecution 
and/or jail time. Only time will tell if our NEDs 
are going to be held accountable for corporate 
failures in South Africa—in the meantime, NEDs 
should exercise caution and be fully aware of 
what they may be facing.

19 S76(4) of Act 71 of 2008.
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King IV™ introduced progressive concepts that 
promote better remuneration disclosure using 
a recommended structured framework, and 
an enhanced voting regime. Non-executive 
directors, particularly remuneration committee 
chairpersons may need to be prepared to explain 
and justify the pay structures across their 
organisations to the public, and we have already 
seen examples of this in large South African 
companies in 2017.

This chapter is not an in-depth study of King IV™, 
as a significant amount of literature has been 
written on this topic. Rather, it provides a 
high-level review of some of the challenges 
that remuneration committees face with the 
implementation of King IV™.

Paving the way for change
Some new concepts introduced by King IV™ 
have already begun to affect organisations, 
especially in their reporting and decision-making 
processes, and the way they conduct themselves 
as responsible corporate citizens. These include 
the concept of fair and responsible pay. 

King IV™ has encouraged organisations to 
reflect on the ethics of pay, look at executive 
remuneration in the context of overall employee 
remuneration within the organisation, and take 
responsibility for implementing and developing 
remuneration practices that are considered fair 
and just by society. Chapter 3 on the ethics of pay 
explores this in more detail.
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Introduction

King IV™ encourages an outcomes-
based approach to corporate 
governance, in which the principles are 
assumed to be met. The principles of 
King IV™ set out recommended practices 
which serve as suggested methods of 
achieving the principles. 

King IV™ requires an ‘apply and explain’ approach 
rather than the ‘apply or explain’ approach 
common in corporate governance codes across 
the world (and in the King III Report on Corporate 
Governance). It aims to reform the established 
‘tick-box’ approach to corporate governance 
by encouraging a holistic consideration of 
good governance principles, which encourages 
discussion and debate. In adhering to the spirit of 
King IV™, organisations will become increasingly 
accountable to their shareholders (and broader 
stakeholder community) on their remuneration 
practices. 
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King IV™ proposes measuring performance 
outcomes against one or more of the six 
integrated reporting capitals that a company 
uses or affects, and encourages companies to 
adopt a ‘pay-for-performance’ approach.

Integrated reporting
As the integrated reporting movement gains 
traction, and the external environment 
within which organisations do business 
continues to change at a rapid pace, investor 
expectations about the levels of disclosure and 
communication within remuneration reports 
continue to grow.

The remuneration report should fit comfortably 
within the context of the greater integrated 
report (even if it is not published in the body of 
the main integrated report itself). The report 
should clearly convey the message that the 
remuneration policies and practices of the 
organisation support the strategic purpose of the 
organisation as communicated throughout the 
report.

In addition to remuneration being fair and 
responsible in the context of overall employee 
remuneration, Principle 14 of King IV™ also 
refers to the ‘triple context’ (economic, social 
and environmental) in which the organisation 
operates.

The six capitals of integrated reporting
The International Integrated Reporting Framework summarises each of the six integrated reporting 
capitals as follows:

1
• Financial
 The pool of funds available for use in the 

production of goods or the provision of services 
obtained through financing or generated through 
operations or investments.

2 • Manufactured
 The physical objects available for use in production 

of goods or the provision of services such as 
equipment, buildings and infrastructure.

3
• Intellectual
 Knowledge-based intangibles, including intellectual 

property (patents, copyrights, software, etc.) and 
organisational capital such as systems and 
procedures.

4 • Human
 People’s competencies, capabilities and 

experience, including their values, development, 
loyalties and motivation in line with the company.

5
• Social and relationship 
 The institutions and relationships within and 

between communities and stakeholders aimed at 
enhancing the individual and collective well-being 
of all parties involved.

6 • Natural
 All renewable and non-renewable environmental 

resources and processes that provide goods or 
services supporting prosperity (including air, water, 
health of the eco-system, etc.).
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Variable remuneration should be contingent on 
and correlate with performance (financial and 
non-financial) and value creation resulting in 
higher or lower levels of remuneration. This is 
also discussed in chapter 4 on environmental 
and social investing.

A three-part framework
King IV™ recommends that the remuneration 
report be split into three main parts: a 
background statement; an overview of the main 
provisions of the remuneration policy; and an 
implementation report that contains details 
of all remuneration awarded to individual 
members of the governing body and executive 
management during the reporting period.

Some organisations already follow this best-
practice approach and now serve as examples 
of clear and simple reporting standards on the 
market.

Single total figure remuneration 
reporting and scenario graphs
The single total figure approach to remuneration 
reporting is arguably the most radical change 
introduced in Principle 14. It represents a new 
approach to disclosure, intended to consolidate 
all elements of remuneration from basic 
earnings through to variable pay into a single 
table.

The requirement to include a single total figure 
table is particularly useful as it attributes a clear 
value to long-term incentives, which are often 
regarded as overly complex due to factors such 
as the type of instrument, the application of 
performance or service conditions, and timing of 
the inclusion in the single total figure.

Say on pay
Effective communication with stakeholders 
is vital to maintaining the sustainability of 
organisations and should include a continuous 
and inclusive process that delivers value to its 
shareholders, as well as to society.

King IV™ and the JSE Listings Requirements 
contain detailed recommendations around 
shareholder engagement on remuneration 
policies and their implementation. See the 
section on shareholder engagement below for 
further discussion.

Trial and error: Constructive 
critique
The principles of King IV™ regarding good 
governance are recommended for all listed and 
unlisted companies in South Africa. Following 
the effective date of King IV™ and the JSE 
Listings Requirements, several organisations 
have encountered practical problems with their 
implementation, which include:

 • Practical difficulties with implementing the 
amendments to the JSE Listings Requirements 
regarding more formal shareholder 
engagement;

 • Identifying which employees are actually 
prescribed officers or members of executive 
management in order to properly determine 
whose remuneration should be disclosed;

 • The disclosure of restraint of trade payments 
(some of which can easily be construed as 
golden handshakes) and explaining the 
rationale behind them;

 • Reconciling the single total figure table with 
the annual financial statements; and

 • The length of the remuneration report (in 
instances where more conservative companies 
prefer a concise report).

Listed companies have also wrestled with the 
principle of fair and responsible remuneration, 
and whether this requirement should be 
interpreted as compelling them to disclose their 
internal pay ratio figure, or their internal Gini 
coefficient. 
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King IV™ does not require this level of disclosure 
in a company’s remuneration report. However, 
using recognised statistical measures to 
calculate and monitor the levels of internal 
inequality, and referring to this in remuneration 
committee discussions on fair pay, is becoming 
an increasingly popular practice.

Ultimately, an organisation must interpret and 
implement King IV™ in a manner that fits its 
business model, while remaining faithful to the 
spirit of King IV™.

Shareholder engagement: 
Honest, open and reciprocal
Shareholder activism should be seen as 
constructive criticism fundamental to 
improving an organisation’s remuneration 
framework, rather than being treated as an 
obstacle. Over the last few years, widespread 
shareholder activism has increased pressure 
on organisations in South Africa to re-examine 
their corporate governance practices. Non-
executive directors have been called upon 
to justify their organisations’ remuneration 
policies and the implementation thereof to 
the shareholders on investor roadshows, 
particularly in cases of poor financial 
performance by the company. It is necessary, 
therefore, for non-executive directors to prepare 
carefully on remuneration-related matters 
ahead of shareholder meetings.

Shareholder engagement mechanisms and 
methods are not prescribed in any regulations, 
and organisations can craft creative ways of 
reaching out to their shareholder base. The 
methods of engagement may also be influenced 
by whether a company has a large contingent 
of international investors, and the number of 
shareholders that it has. Typical engagement 
methods include communication with individual 
shareholders via email, telephone calls, 
videoconferences, conferences, one-on-one 
meetings, and investor roadshows. This list is 
not exhaustive.

Having said that, organisations may not yet 
be comfortable with slightly more formalised 
shareholder engagement and subsequent 
reporting. Organisations do not have to stick to 
a single method for shareholder engagement. 
Different methods may be used interchangeably 
depending on what is appropriate for the 
organisation or the shareholders.

Conclusion 

Remuneration committees should 
closely evaluate their relationships 
with their shareholders and 
ensure that concerns with the remuneration 
policy and/or implementation report are 
raised and dealt with well in advance of the 
advisory votes being cast.

As stated in King IV™: 

“… explanation also helps to 
encourage organisations to see 
corporate governance not as an act of 
mindless compliance, but something 
that will yield results only if it is 
approached mindfully, with due 
consideration of the organisation’s 
circumstances.”



Non-executive directors: Practices and fees trends report 11th edition: January 201821

X

Some countries have begun to grapple with 
potential solutions to persistent social inequality, 
and in many instances executive remuneration 
has become a symbol of the wealth and wage gap. 

Shareholders have become increasingly vocal 
on remuneration policies, and non-executive 
directors are expected to represent shareholder 
interests rigorously—as many major institutional 
investors manage pension funds worth billions of 
rands, this duty becomes one to the public as well 
as to the shareholders. 

Increased regulatory requirements for non-
executive director independence reflect that the 
need for them to remain impartial is in the public 
interest. Shareholders are also rising up against 
the re-election of independent non-executive 
directors whose independence is perceived to 
be compromised. The South African Revenue 
Service (“SARS”) released guidance regarding the 
tax implications of non-executive director fees, 
clarifying that they are independent contractors 
as contemplated in the Value Added Tax Act21 and 
are therefore required to register as VAT vendors 
where their fees exceed the annual threshold 
(and their fees should be taxed accordingly).22

The following section sets out a high-level 
summary of remuneration-related developments 
across the globe.

21 Value-Added Tax Act 89 of 1991 as amended.
22 SARS “VAT treatment of non-executive directors” Binding 

General Ruling (VAT) 41 of 04 May 2017 available at http://
www.sars.gov.za/AllDocs/LegalDoclib/Rulings/LAPD-IntR-R-
BGR-2017-04%20-%20BGR41%20VAT%20treatment%20
of%20non-executive%20directors.pdf (accessed 07 May 2017).
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The South African economy has 
experienced a turbulent year, 
with ongoing uncertainty around 
macroeconomic policy and the country’s 
political future impacting our sovereign 
credit rating with global ratings 
agencies. 

Large-scale corporate governance failures 
have drawn the need for greater corporate 
accountability and investor vigilance into sharp 
relief. 

However, there are signs of recovery. Our real 
gross domestic product grew by 2% in the third 
quarter of 201720 (an improvement from the first 
quarter), and many companies continue to invest 
in South Africa. On the global stage, the rise of 
right-wing populism in many Western countries 
has come with calls for deregulation in those 
major economies. 

20 Statistics South Africa. “Statistical release P0441: Growth 
domestic product – third quarter 2017” December 2017, 
available at http://www.statssa.gov.za/publications/P0441/
P04413rdQuarter2017.pdf (accessed 13 December 2017).
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A brief overview: developments in 2017 

The US
 government is

considering
reforming certain
elements of the

Dodd-Frank
Act.

The United
States Securities

and Exchange
Commission has released

 guidelines on the
calculation of the pay

ratio for listed
companies who must

disclose it.

The Australian
 Prime Minister has

 ordered a royal
commission to

investigate the banking
and financial sector,
including executive

remuneration
practices.

The UK
government has

proposed the
introduction of
mandatory pay
ratio disclosure.

The 2015
Kenyan Code of

Corporate Governance
Practices for Issuers of

Securities to the Public (with
effect from 4 March 2017) specifies

that non-executive director
remuneration should be competitive

 and in line with remuneration
for other non-executive
directors in the same

industry. 

At the moment, it is unclear what the duties of 
non-executive directors in financial services 
companies will be. However, if the draft 
insurance regulations are any indication, we 
anticipate that the duties of non-executive 
directors, and the requirements for independent 
non-executive directors to retain their status, 
will be set out in some detail in the regulations 
for financial services companies.

Insurance regulations

The draft Governance and Operational 
Standards for Insurers were released for 
comment several times in 2017 as part of the 
Twin Peaks financial services reforms. They do 
not contain explicit recommendations regarding 
appropriate fee structures (or how fees should 
be determined) for non-executive directors. 

However, they do state that the remuneration 
policy of an insurer should, at a minimum, 
address the remuneration of key persons and 
other persons whose actions may have a material 
impact on the risk exposure of the insurer.25 It is 
unclear whether non-executive directors would 
be included among key persons (as it does not 
limit it to employees performing a managerial or 
operational function); however in practice, one 
would expect an insurer’s remuneration policy 
to include a section addressing non-executive 
director fees.

25 “Prudential Standard GOI 3: Risk Management and Internal 
Controls for Insurers”, available at https://www.fsb.co.za/
Departments/insurance/Pages/assesManage1.aspx, accessed 
on 18 August 2017.

South Africa

Financial services reform: Twin Peaks

The Financial Sector Regulation Act23 was 
signed into law in August 2017. To date, the 
commencement date has not been set in 
the Government Gazette. According to the 
National Treasury, the Financial Sector Conduct 
Authority and Prudential Authority will likely 
be established in 2018.24 Other regulatory 

23 Act 9 of 2017.
24 National Treasury. “Implementation of the Financial Sector 

Regulation Act, 9 of 2017” http://www.treasury.gov.za/
twinpeaks/Implementation%20of%20the%20Financial%20
Sector%20Regulation%20Act.pdf (accessed 12 December 
2017).

reforms include the Treating Customers Fairly 
framework, changes to the regulation of 
credit life insurance and significant changes to 
insurance laws. To date, no final regulations 
have been released under the Act. It will be 
interesting to see if the regulations for the 
broader financial services industry address 
executive and non-executive remuneration, and 
the extent to which they do.
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The definition of an independent non-executive 
director sitting on a board of an insurer is 
quite detailed. One of the requirements is 
that an independent director may not receive 
remuneration, such as through a share-based 
incentive scheme, which is contingent on the 
performance of the insurer.

According to the draft Governance and 
Operational Standards, a board of directors 
must at all times constitute a sufficient number 
of non-executive directors and independent 
directors to promote objectivity in decision 
making. 

The draft requires a board to be made up of 
an appropriate number and mix of individuals 
to ensure that there is an adequate overall 
spread and level of knowledge, expert skills and 
experience at board level, commensurate with 
the nature, scale and complexity of the business 
and risks of the insurer.26 

The Prudential Authority, however, may 
recognise a board structure that deviates from 
these principles under certain circumstances 
and taking into account certain factors.

The chairperson of the board must be an 
independent director, unless approved 
otherwise by the Prudential Authority. If the 
chairperson is not independent, the board must 
appoint a lead independent director. Broad 
guidelines are set out regarding the duties of 
the chairperson and lead independent director 
respectively.

26 Financial Services Board “Prudential Standard GOI 2: 
Governance of Insurers” available at https://www.fsb.co.za/
Departments/insurance/Pages/assesManage1.aspx, accessed 
on 18 August 2017.
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United Kingdom
Corporate governance reform
The Department for Business, Energy and 
Industrial Strategy (BEIS) released the British 
government’s response to the Green Paper 
consultation on corporate governance reform.27 
One of the objectives of the consultation was 
to improve board-level engagement with 
employees and other stakeholders to ensure 
that they have a rounded view of how their 
company does business, through changes to 
the UK Corporate Governance Code. The Code 
applies to all companies with a premium listing 
of equity shares, for accounting periods on or 
after 1 January 2019. Other listed or unlisted 
companies may wish to adopt it in whole or in 
part.

In order to broaden the role of remuneration 
committees, the UK government committed to 
invite the FRC to consult on a revision to the UK 
Corporate Governance Code and its supporting 
guidance to give remuneration committees 
greater responsibility for demonstrating how 
pay and incentives align across the company, 
and to explain to the workforce each year how 
decisions on executive pay reflect wider pay 
policy.

27 “Corporate Governance Reform: the Government response 
to the green paper consultation” August 2017, available at 
https://www.gov.uk/government/uploads/system/uploads/
attachment_data/file/640631/corporate-governance-reform-
government-response.pdf, accessed on 13 December 2017.

Proposed amendments to the UK Corporate Governance Code
The UK FRC has released proposed revisions to the UK Corporate Governance Code.28 The FRC is 
also consulting with the relevant stakeholders regarding the corporate governance reforms outlined 
in the UK government’s paper on corporate governance reform (discussed above). The proposed 
changes to the corporate governance code include, in the explanatory notes,  
2016–2017 shareholder voting trends for FTSE 350 companies.

Significant minority voting at FTSE 350 AGMS

Resolution type Resolutions with 
20%+ votes against

Number defeated

2017 2016 2017 2016

Audit and reporting 4 2 - -

Director elections 25 13 1 -

Issue of shares and pre-emption rights 26 11 2 1

Remuneration – policy 28 9 1 2

Remuneration – report 30 26 2 3

Shareholder rights 5 5 1 1

Political activity 2 1 - -

Total 120 67 7 7

Source: Revised UK Corporate Governance Code

The UK Corporate Governance Code will now be amended to specify that when more than 20% of 
votes have been cast against a resolution (including those related to remuneration), the company 
should explain, when announcing voting results, what actions it intends to take to consult with 
shareholders in order to understand the reasons behind the result. No later than six months after the 
vote, an update should be published before the final summary is provided in the next annual report. 

These provisions are similar to the JSE Listings Requirements29 regarding shareholder engagement 
in the event that the remuneration policy and/or implementation report receive a dissenting vote of 
25% or more of the shareholders voting at the annual general meeting.

28 Financial Reporting Council “Proposed Revisions to the UK Corporate Governance Code” December 2017, available at https://www.
frc.org.uk/getattachment/f7366d6f-aa57-4134-a409-1362d220445b/;.aspx, accessed on 12 December 2017.

29 JSE Limited, “Amendments to the JSE Listings Requirements. Part 1 of 2016.1 November 2016”. https://www.jse.co.za/content/
JSEAnnouncementItems/20161101-Explanatory%20Memorandum%20Part%201%20of%202016.pdf (accessed on 31 May 2017).
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Regarding non-executive director fees, Appendix 
A of the Code states that levels of remuneration 
for the chairperson (of the board) and all 
non-executive directors should reflect the time 
commitment and responsibilities of each role. 
Remuneration for all non-executive directors 
should not include share options or other 
performance-related elements. 

From a broader corporate governance 
perspective, a greater emphasis has been placed 
on the presence of independent non-executive 
directors on the boards of companies. The time 
limit on independence will remain, with an 
individual who has served on a board for more 
than nine years no longer being regarded as 
being independent.

The remuneration committee chairperson must 
serve on any remuneration committee for at 
least 12 months before assuming their role; 
should not be chairperson of the board, and the 
chairperson of the board can only be a member 
of the committee if he or she is independent.30 

Insofar as board objectives are concerned, the 
board must have oversight over pay conditions 
and incentives, as well as other policies that have 
an impact on the experience of the workforce 
and drive behaviours.31 The board can delegate 
this authority to its subcommittees. 

30 Financial Reporting Council “Appendix A: Revised UK 
Corporate Governance Code”. December 2017. https://
www.frc.org.uk/getattachment/bff48ee6-4fce-4593-9768-
77914dbf0b86/Proposed-Revisions-to-the-UK-Corporate-
Governance-Code-Appendix-A-Dec-2017.pdf (accessed 12 
December 2017).

31 Financial Reporting Council “Appendix B: Revised Guidance 
on Board Effectiveness” December 2017. https://www.frc.org.
uk/getattachment/fe7a3cc7-e076-4ee4-ad1e-5f6aa91b2159/
Proposed-Revisions-to-the-UK-Corporate-Governance-Code-
Appendix-B-Dec-2017.pdf (accessed 12 December 2017).

Conclusion 

The presence of independent 
non-executive directors on 
remuneration committees, 
and the boards of companies, is vital to 
maintaining a sound corporate governance 
framework. Their ability to rigorously 
challenge unsound decision-making in a 
company is often essential to its long-term 
success; as such, the duties associated with 
their roles are constantly increasing. In 
turn, that independence needs to be closely 
monitored; this is reflected in the lists of 
independence requirements that appear in 
best practice corporate governance codes, 
and in South Africa, this includes the draft 
Governance and Operational Standards for 
Insurers.
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At 30 November 2017, the total number 
of non-executive directors serving on the 
boards of active companies on the JSE 
was 2 257, which is 9 directors more 
compared to the prior reporting period.

Number of non-executive directors on the boards of JSE listed companies

(2016) 
Source: PwC analysis

Chair-
persons 299

(300)

Deputy
chairpersons

34
(54)

Lead
directors

138
(136)

Non-
executive
directors

1 786
(1 758)

Total
non-executive

directors
2 257
(2 248)

=



Non-executive directors: Practices and fees trends report 11th edition: January 201827

9.	 Profile	of	a	non-executive	director
X

Board tenure 
Board tenure for non-executive directors on 
JSE boards has shown an increase for both 
chairpersons and NEDs this year, as it did last 
year. Data analysis indicates a slowdown in 
board resignations and changes. King IV™ 
recommends staggered rotation of members 
of the governing body with the underlying 
intention to retain valuable skills and continuity 
of knowledge and experience. 

This was also the approach under King III and 
the importance of the independence of non-
executive directors, coupled with a mandatory 
resignation and re-election option, mean more 
stringent control than was previously the case. 
The one-third-time rule still applies.

Board continuity is however at risk since new 
technologies will demand unique skill sets that 
many current non-executive directors may not 
possess. Technocracy may by default shorten 
board tenure as NEDs with more appropriate 
skill sets are appointed to face the challenges of 
the fourth industrial revolution.

The same risk applies to the reduction of 
the gender gap, which would impact board 
tenure as this necessary development gains 
traction. Similarly, the demographic cohort of 
the millennials who reached adulthood at the 
turn of the century and have been constantly 
exposed to computer-based technology will by 
default be called upon to define and implement 
digital development that affects all business. 
Millennials’ methods of learning are different to 
Gen Xs’ and will be needed in the boardroom. 
This is a paradigm shift that firms will need to 
deal with.

Figure 1 Median board tenure

Source: PwC analysis
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Independence status
King IV™ advises the establishment of a unitary 
board which reflects a balance of power. To 
ensure that no one individual or group of 
individuals yield unfettered power on the 
board, King IV™ proposes that the board should 
comprise a majority of non-executive directors, 
most of whom should be independent. 

The trend send in 2016 continues, and based 
on the median figures, boards across all 
sectors had a majority of independent non-
executive directors in 2017. This pattern is very 
encouraging, and industries are now moving 
towards King IV™ non-executive independence 
requirements.

Figure 2 Independence status: Non-executive directors

Source: PwC analysis
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Chairpersons’ age 
The median age of chairpersons reflects a 
slight increase from 54 to 55. 

Figure 3 Median age: Chairpersons

Source: PwC analysis
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Figure 4 Chairpersons’ age

Source: PwC analysis
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Non-executive directors’ age 

The median age of non-executive 
directors stabilised compared to previous 
years. The future will not be the same as 
the past, and non-executive directors with 
different qualifications and experience 
will be required to get involved in 
decision-making. This challenge will be 
high on the agenda when appointing non-
executive directors. Generally speaking, 
younger people have more experience 
in the technological environment facing 
businesses today. We expect a mix of 
younger non-executives being represented 
on boards together with fewer but key 
experienced non-executive directors.

Figure 5 Median age: Non-executive directors

Source: PwC analysis
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Figure 6 Non-executive directors’ median age

Source: PwC analysis
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Directorships
Today the role of the NED is considered 
to be even more critical than it was 
previously. A non-executive director 
typically does not engage in the day-to-
day management of the organisation, but 
is involved in policymaking and planning 
exercises. In addition, non-executive 
directors’ responsibilities include the 
monitoring of executive directors and 
acting in the interests of stakeholders.

There also appears to be support for 
the professional non-executive director, 
which given the complexity of today’s 
business environment is an expected 
development. Active board duty is 
necessary since the regulatory patterns 
that are being developed to encourage 

responsible directing of company affairs 
will reduce the time available to be on 
multiple boards.

The demands regarding the time spent 
in preparing and attending board and 
committee meetings should naturally 
increase given the nature of the 
megatrends facing business today. It is 
therefore expected that the number of 
directorships held by individual NEDs will 
decrease. 

Compared to last year, fewer non-
executives are committed to multiple 
boards, which is a healthy trend.

Figure 7 Membership of multiple boards: NED

Source: PwC analysis
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Qualifications
Historically, specific educational qualifications were not a definite requirement in recruiting NEDs.

The need to understand today’s complexity in running a company and achieving competitive 
advantage, expertise is becoming a prerequisite, particularly given the issues around cyber security, 
technology and ESG.

The qualifications required to hold the post of a non-executive director is now an enabling factor 
and businesses have realised that expertise is a necessity for NEDs to offer constructive guidance to 
executives.

Figure 8  University degree or similar tertiary education: Non-executive directors

Source: PwC analysis
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The size of committees varies 
substantially between different 
companies due to the varying nature 
of their business activities and the 
challenges they face.

Board meetings are mandatory and the board 
of directors decides what committees are 
established. The following committees (or a 
combination thereof) are usually established 
to advise, review, and approve management’s 
strategic plans, decisions and actions in managing 
the company:

 • Audit committee;

 • Corporate governance committee;

 • Nominations committee;

 • Remuneration committee;

 • Risk committee;

 • Sustainability committee; and

 • Social and ethics committee.
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Average number of meetings held

Meetings Updated 
30/11/2017
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Food   4  4  5  5  3  5  4  2  4  3  3  3  5  4  3  4  4  4  6  5  6  5  4  4  36  29  34 

Financial Services  5  6  6  5  4  5  4  3  3  4  4  4  6  3  4  3  2  3  4  3  5  5  5  5  36  30  35 

Construction & Materials  6  6  5  4  3  4  4  2  4  4  2  4  7  3  3  3  4  4  6  5  5  6  2  2  40  27  31 

Telecommunication  5  4  5  5  6  5  4  2  2  3  1  3  6  5  3  3  2  2  4  4  4  6  4  4  35  28  28 

Retail  6  4  5  5  4  5  4  3  4  4  2  4  4  2  3  3  1  3  6  6  6  6  3  6  38  25  36 

Healthcare  6  5  6  5  4  5  2  3  2  4  4  4  6  3  4  3  3  4  4  5  5  5  2  3  35  29  33 

Banking  6  4  5  5  6  5  5  2  2  4  2  4  2  4  1  3  4  3  6  6  4  5  5  5  35  33  29 

Personal & Household Goods  5  6  4  5  5  5  5  2  4  3  4  3  6  2  4  3  3  3  4  5  5  5  5  2  34  32  30 

Mining  5  5  5  5  5  5  3  3  3  4  4  4  4  2  3  3  3  3  3  3  4  4  5  4  31  30  31 

Travel & Leisure  4  4  5  4  5  4  3  2  3  4  1  4  4  3  4  3  3  3  5  3  4  3  3  3  29  24  30 

Automobiles & Parts  4  3  4  3  5  4  3  3  3  4  3  2  5  3  4  3  3  3  5  6  6  4  2  4  31  28  30 

Base Metal Processing  5  5  4  3  5  3  2  4  2  4  1  4  5  5  3  3  4  3  6  4  4  5  5  4  33  33  27 

Investment Instruments  5  5  5  4  5  4  4  3  4  2  4  3  3  2  2  3  4  4  5  5  5  4  3  4  30  31  31 

Oil & Gas  4  4  4  4  3  4  3  3  3  3  2  3  4  4  3  3  2  2  6  6  6  4  5  4  31  29  29 

Insurance  6  6  6  4  3  4  3  2  3  3  2  3  5  3  3  2  2  2  6  5  6  5  3  5  34  26  32 

Media  4  3  4  3  5  2  4  3  4  2  3  2  3  5  5  4  1  2  4  4  4  5  5  5  29  29  28 

Metal Trading  4  3  4  5  4  5  4  2  2  2  2  2  4  2  2  3  3  3  4  6  6  3  5  3  29  27  27 

Industrial Goods & Services  4  3  3  4  6  4  3  2  3  3  3  3  5  1  5  2  1  2  6  4  5  7  3  4  34  23  29 

Technology  5  4  5  5  4  5  2  3  2  3  4  3  4  3  3  2  3  3  4  5  5  6  2  6  31  28  32 

Chemicals  3  4  4  5  4  4  3  4  3  3  2  3  4  4  4  3  1  2  4  3  4  6  5  5  31  27  29 

Alt-X  4  3  4  5  4  5  3  3  3  4  2  3  3  2  2  3  1  1  3  6  5  6  2  5  31  23  28 

Development Capital  2  2  2  3  3  3  4  4  3  2  1  2  5  5  5  2  4  4  6  3  3  6  2  4  29  24  26 

Average  5  5  5  4  4  4  3  3  3  3  3  3  4  3  3  3  3  3  5  5  5  5  4  5  32  29  31 

Median  5  4  5  4  4  4  3  3  3  3  2  3  4  3  3  3  3  3  5  5  5  5  4  4  31  28  30 

X
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Total non-executive directors’ fees

In this publication, we review these fees to reflect 
trends in the amounts paid in quartiles. Total 
fees paid are analysed statistically and charted in 
South African Rand. The focus is on the median 
value. 

Where NEDs receive payment in foreign currency, 
this has been converted into South African rand 
for standard reporting purposes. Payment in 
foreign currency may skew the statistics. Currency 
volatility was particularly evident during the 2017 
reporting period and this trend is ongoing. 

Foreign currency conversions are all at the spot 
rate on the cut-off date for this report.

We analyse total fees paid to NEDs as 
disclosed in their integrated reports 
published during the 2017 reporting 
period.

Foreign currency spot rates, 30 
November 2017 (ZAR : forex)

US dollar 13.6423

Pound sterling 18.3694

Euro 16.1716

Australian dollar 14.3266

Botswana pula 1.3193

Canadian dollar 10.5932

Swiss franc 12.8037

Source: SA Reserve Bank
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The effects of domicile and foreign exchange
The table below reflects the domicile mix of NEDs on the JSE. Not all foreign domiciled NEDs are 
paid in foreign currency. The list is given to show the population sample of NEDs holding foreign 
citizenship. The majority of NEDs serving on JSE-listed boards are South African citizens (86%).

Of the 353 NEDs paid in foreign currency, several are South African citizens. Conversely, some 
foreign nationals receive payment in South African rand. 

Domicile 2015 % of total 2016 % of total 2017 % of Total

South Africa 1 846 86.38% 1 935 86.08% 1 941 86.00%

UK 70 3.28% 83 3.69% 88 3.90%

Australia 62 2.90% 41 1.82% 40 1.77%

USA 30 1.40% 38 1.69% 36 1.60%

China 30 1.40% 41 1.82% 49 2.17%

Germany 18 0.84% 18 0.80% 17 0.75%

Nigeria 12 0.56% 20 0.89% 18 0.80%

Italy 6 0.28% 5 0.22% 5 0.22%

Namibia 11 0.51% 11 0.49% 12 0.53%

Zimbabwe 5 0.23% 4 0.18% 3 0.13%

Brazil 5 0.23% 6 0.27% 5 0.22%

Canada 7 0.33% 9 0.40% 7 0.31%

France 3 0.14% 2 0.09% 2 0.09%

Botswana 11 0.51% 18 0.80% 17 0.75%

Switzerland 5 0.23% 3 0.13% 3 0.13%

Greece 2 0.09% 0 0.00% 1 0.04%

Russia 5 0.23% 6 0.27% 7 0.31%

Japan 3 0.14% 3 0.13% 3 0.13%

Netherlands 3 0.14% 4 0.18% 3 0.13%

New Zealand 2 0.09% 1 0.04% 0 0.00%

Spain 1 0.05% 0 0.00% 0 0.00%

Total 2 137 100.00% 2 248 100.00% 2 257 100.00%

Source: PwC analysis

Currency of payment

Position Paid in 
ZAR

Paid in 
foreign 
currency

Total 
non-
executive 
directors

Chairperson 235 51 286

Deputy 
chairperson

31 2 33

Lead 
independent

112 24 136

Non-executives 1 526 276 1 802

Total 1 904 353 2 257

Source: PwC analysis
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The differential between rand-based and foreign-based currency remuneration has 
been charted to show the effect on total fees received by NEDs.

Figure 9 Differentiating rand-based and foreign currency remuneration of 
non-executive directors (R’000s)

Source: PwC analysis
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Fees paid to NEDs in foreign currencies have been converted to US dollars as a common 
reporting currency, reflecting the following per annum total fees: 

Figure 10 Foreign currency-based remuneration: Non-executive directors (all 
sectors) (US$000s)

Source: PwC analysis
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Remuneration: All sectors

The three categories of non-executive board members examined are:

 • Chairperson of the board;

 • Lead independent director; and

 • NED.

The entire sample of total fees paid to NEDs for all sectors and company sizes are 
reflected in quartiles in the following charts for chairpersons, deputy chairpersons, 
lead directors and NEDs. Outliers are excluded.

Chairpersons

Figure 11 Remuneration of chairpersons: All sectors (R’000s)

Source: PwC analysis

201720162015

Lower quartile
Median
Upper quartile

  340   340  365
  472   520  566
  1 541   1 622  1 419

Median

+8.8%

Deputy chairpersons
Some listed companies appoint a deputy chairperson. The purpose of the appointment 
is to deputise for the chairperson in the event of the absence of the latter from 
scheduled board meetings or to represent the chairperson due to time or other 
constraints. 

Figure 12 Remuneration of deputy chairpersons: All sectors (R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

 491  493  321
 834  899  933
 1 139  1 002  1 461

2015 2016 2017

Median

+3.8%
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Lead independent director
Lead independent directors serve as 
independent directors. They may help 
deal with difficult or underperforming 
executives as well—a task that has 
traditionally fallen to the chairperson. 

Possibly the most significant contribution 
is the lead director’s dialogue with 
the CEO about substantive business 
matters or governance issues. Most lead 
independent directors say they speak 
with CEOs many times between board 
meetings. Relations between CEOs and 
boards can be rocky and lead directors 
help maintain open communication in the 
boardroom. 

With a large percentage of lead directors 
having served as former CEOs, it’s no 
surprise that they have the capability to 
build productive relationships between 
the board and CEOs. 

Seasoned leadership experience equips 
these directors to collaborate with CEOs 
and offer new perspectives in times 
of trouble. Seventy-three percent of 
lead directors have had active roles in 
managing crises. 

As companies gain more experience and 
feel higher levels of comfort with lead 
directors, their role is likely to continue 
to evolve. This role has proved to be 
successful for most, with 65% saying their 
positions have provided significant benefit 
for their companies.

Figure 13 Remuneration of lead independent directors: All sectors (R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

  592   599   297 
  924   987   1 007 
  1 304   1 302   1 422 

2015 2016 2017

Median

+2.0%

The US experience

In the aftermath of a number of corporate 
scandals, the New York Stock Exchange 
established a new position six years 
ago to foster greater transparency and 
accountability among senior leadership. 
The new role, lead director, offers an 
alternative to splitting the combined 
chairman-CEO role. The lead director 
serves as an independent chief among all 
board members and thereby helps ensure 
board relations run smoothly. 

Since the introduction of the new position 
to corporate America, there has been little 
consensus regarding the responsibilities 
a lead director should assume. A recent 
survey sheds light on lead directors, 
having found that they excel in improving 
board performance, in strengthening 
relationships with the CEO, and in 
providing leadership in crisis.

Lead directors drive high-performance 
boards. Many lead directors improve 
board performance by facilitating board 
discussions, by helping directors reach 
consensus, and by keeping board matters 
on track. In fact, all of the lead directors 
included in the survey said they had the 
authority to call executive sessions and to 
preside over them. 
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Non-executive directors
Remuneration of NEDs for all sectors regardless of the size of company is analysed in 
figure 14.

Figure 14 Remuneration of non-executive directors: All sectors (R’000s)

Source: PwC analysis

Although the increase awarded to incumbents is above CPI, when considering the 
shortage of talent to fill the positions and the responsibility shouldered under current 
regulations, we believe effective NEDs fulfilling these roles in JSE-listed companies are 
underpaid. 
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Median
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634 696 762
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+9.3%

Remuneration among ‘super caps’
This year’s analysis included 343 companies listed on the JSE, excluding preference 
shares and special purpose listings. It is of interest to note that only five (2016: 6) 
companies account for 50% of the total market capitalisation and 29 account for 80% 
(2016: 34). 

In examining other large stock exchanges, similar market-cap scenarios appear most 
notably on the LSE and NYSE. 

If we categorise the top 10 full-year trading companies by market cap as the ‘super caps’ 
and perform an analysis of the fees paid to NEDs on their boards, we find their fees are 
exponentially higher than our analysis of all 343 trading companies.

Figure 15 Remuneration of chairpersons: Super-cap (R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

 2 168 2 388 3 001
4 750 4 900 5 190

12 998 13 630 13 638

2015 2016 2017

Median

+5.9%
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Figure 16 Remuneration of non-executive directors: Super-cap (R’000s)

Source: PwC analysis

Because of the vast disparity in market capitalisation among JSE-listed companies, 
where the bulk of the value is held by few companies, we are of the opinion that the 
very large companies should not be compared in the current categories of large-, 
medium- and small-cap companies. It is our intention to examine this aspect in greater 
detail in future publications.

Lower quartile
Median
Upper quartile

 1 100 1 145 1 055
1 840 1 930 2 134
3 229 3 400 3 401

2015 2016 2017

Median

+10.6%
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Remuneration by sector
Financial services

Financial services companies listed on the JSE

Figure 17 Remuneration of chairpersons: Large-cap financial services (R’000s)

Source: PwC analysis

Banks 7 (2016: 6)

Insurance companies 8 (2016: 10)

Real estate and investment companies 35 (2016: 32)

General financial services 46 (2016: 46)

Total 96 (2016: 94)

Lower quartile
Median
Upper quartile

1 110 1 498 897
1 901 2 098 2 277
3 754 4 011 5 978

2015 2016 2017

Median

+8.5%

Total non-executive fees for each sector have been analysed by market cap and further 
broken down for chairpersons and NEDs per quartile.

JSE market-cap composition by sector 

Basic resources Financial services Industrial Services

2015 18% 2015 20% 2015 39% 2015 23%

2016 16% 2016 18% 2016 44% 2016 22%

2017 17% 2017 20% 2017 42% 2017 21%

Source: PwC analysis

For ease of reference, the overall fee percentages for all sectors are repeated in the 
following table.

Overall fee percentage increases (all sectors) 

Position Total fees: % median 
increases 2016

Total fees: % median 
increases 2017

Chairperson 10.2% 8.8%

Deputy chairperson 7.8% 3.8%

Lead independent director 6.8% 2.0%

Non-executive director 8.2% 9.3%

Source: PwC analysis
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Figure 18 Remuneration of chairpersons: Medium-cap financial services (R’000s)

Source: PwC analysis

Figure 19 Remuneration of chairpersons: Small-cap financial services (R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

420  470 577
509  555 625

1 804  1 912 2 133

2015 2016 2017

Median

+12.6%

Lower quartile
Median
Upper quartile

205 207 252
251 281 304
504 551 755

2015 2016 2017

Median

+8.2%

Figure 20 Remuneration of non-executive directors: Large-cap financial services 
(R’000s)

Source: PwC analysis

Figure 21 Remuneration of non-executive directors: Medium-cap financial 
services (R’000s)

Lower quartile
Median
Upper quartile

543 457 517
865 978 1 024

1 221 1 436 1 458

2015 2016 2017

Median

+4.7%

Lower quartile
Median
Upper quartile

 195  224  435
376  419  477
541  633  974

2015 2016 2017

Median

+13.8%

Source: PwC analysis
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Figure 22 Remuneration of non-executive directors: Small-cap financial services 
(R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

  127  150 185
236  255 280
394  406 435

2015 2016 2017

Median

+9.8%

Basic resources

Basic resources companies listed on the JSE

*Oil & gas has been moved from the industrial sector.

Figure 23 Remuneration of chairpersons: Large-cap basic resources 
(R’000s)

Source: PwC analysis

Mining 44 (2016: 38)

Industrial metals & mining 7 (2016: 5)

Forestry and paper 4 (2016: 3)

Total 59 (2016: 46)

Oil & gas: 4 (2016: 0) *

Lower quartile
Median
Upper quartile

  1 250 1 325 1 996
2 123 2 301 2 687
4 600 5 011 6 212

2015 2016 2017

Median

+16.8%
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Figure 24 Remuneration of chairpersons: Medium-cap basic resources (R’000s)

Source: PwC analysis

Figure 25 Remuneration of chairpersons: Small-cap basic resources (R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

   554 566 884
 1 099 1 195 1 344
 2 300 2 774 3 325

2015 2016 2017

Median

+12.5%

Lower quartile
Median
Upper quartile

    318  322 420
  599  645 720
  888  914 1 290

2015 2016 2017

Median

+11.6%

Figure 26 Remuneration of non-executive directors: Large-cap basic resources 
(R’000s)

Source: PwC analysis

Figure 27 Remuneration of non-executive directors: Medium-cap basic resources 
(R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

 451                    579                 870
 930 1 044  1 252
 1 240 1 302  2 170

2015 2016 2017

Median

+19.9%

Lower quartile
Median
Upper quartile

  339  344 614
  535  582 659
  969  975 1 397

2015 2016 2017

Median

+13.2%
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Figure 28 Remuneration of non-executive directors: Small-cap basic resources 
(R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

  256  259 276
  415  448 498
  695  702 619

2015 2016 2017

Median

+11.2%

Services sector

Services companies listed on the JSE

Healthcare 7 (2016: 5)

Media 9 (2016: 7)

Pharmaceuticals 5 (2016: 4)

Retail 23 (2016: 21)

Telecommunications 4 (2016: 4)

Travel and leisure 9 (2016: 9)

Services 57 (2016: 50)
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Figure 29 Remuneration of chairpersons: Large-cap services (R’000s)

Source: PwC analysis

Figure 30 Remuneration of chairpersons: Median-cap services (R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

                     817                    822 1 002
 1 614                 1 787 1 886
 2 142                 2 119 4 508

2015 2016 2017

Median

+5.5%

Lower quartile
Median
Upper quartile

 707                    768                784
 1 127                 1 251             1 327
 1 223                 1 402             1 621

2015 2016 2017

Median

+6.1%

Figure 31 Remuneration of chairpersons: Small-cap services (R’000s)

Source: PwC analysis

Figure 32 Remuneration of non-executive directors: Large-cap services (R’000s)

Source: PwC analysis

201720162015

Lower quartile
Median
Upper quartile

  266 269 281
  460 500 562
  850 878 1 002

Median

+12.4%

Lower quartile
Median
Upper quartile

 361                    369 625
 611                    705                809
 855                    944             1 338

2015 2016 2017

Median

+14.8%
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Figure 33 Remuneration of non-executive directors: Medium-cap services (R’000s)

Source: PwC analysis

Figure 34 Remuneration of non-executive directors: Small-cap services (R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

  259  336  366
  605  656  699
  662  742  835

2015 2016 2017

Median

+6.6%

Lower quartile
Median
Upper quartile

  172  179 178
  304  340 299
  498  504 474

2015 2016 2017

Median

- 12.1%

The median decrease in the reporting period awarded to NEDs in small-cap services 
companies can be attributed to companies growing to medium capitalisation, which 
reduced the median total fees paid by companies in this category.



Non-executive directors: Practices and fees trends report 11th edition: January 201850

11. JSE non-executive directors’ fees
X

Industrial sector

Industrial companies listed on the JSE

*Oil & gas has been moved to basic resources sector.

Auto & parts 2 (2016: 2)

Construction & materials 15 (2016: 19)

Oil & gas 0 (2016 : 5)* 

Beverages 4 (2016: 4)

Food producers 13 (2016: 14)

Personal goods: 7 (2016: 7)

Chemicals 7 (2016; 9)

Industrial goods & services 36 (2016: 36)

Technology 16 (2016: 16)

Total 100 (2016: 112)

Figure 35 Remuneration of chairpersons: Large-cap industrials (R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

 894                    904 1 003
 2 385                 2 554             2 622
 4 051                 4 001             4 900

2015 2016 2017

Median

+2.7%

Figure 36 Remuneration of chairpersons: Medium-cap industrials (R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

                    703                    699 717
 1 432                 1 582 1 667
 1 512                 1 681 1 822

2015 2016 2017

Median

+5.4%
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Figure 37 Remuneration of chairpersons: Small-cap industrials (R’000s)

Source: PwC analysis

Figure 38 Remuneration of non-executive directors: Large-cap industrials 
(R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

         304  331 387
  451  490 584
  845  860 1 058

2015 2016 2017

Median

+19.2%

Lower quartile
Median
Upper quartile

 292                    298 428
 1 022                 1 107 1 198
 1 429                 1 409 1 968

2015 2016 2017

Median

+8.2%

Figure 38 Remuneration of non-executive directors: Medium-cap industrials 
(R’000s)

Source: PwC analysis

Figure 40 Remuneration of non-executive directors: Small-cap industrials 
(R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

  281  321 341
  426  485 520
  613  622 626

2015 2016 2017

Median

+7.2%

Lower quartile
Median
Upper quartile

   193  248 250
  312  349 386
  460  519 564

2015 2016 2017

Median

+10.6%
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AltX

All major stock exchanges have a section for fledgling companies requiring working 
capital to run and expand their businesses. AltX is an alternative public equity exchange 
for small and medium-sized companies in South Africa. It is operated in parallel with 
the JSE main board and is wholly owned by the JSE. 

Figure 41 Remuneration of chairpersons: AltX (R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

   79  80 170
  204  219 230
  345  350 367

2015 2016 2017

Median

+5.0%

Figure 42 Remuneration of non-executive directors: AltX (R’000s)

Source: PwC analysis

Lower quartile
Median
Upper quartile

    53  57  93
  129  138  151
  252  262  248

2015 2016 2017

Median

+9.4%
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The following roles are covered:

Chairpersons
Deputy

chairpersons

Lead independent
directors

Non-executive
directors

FTSE 100

X

This section provides a trend analysis of 
the total fee levels paid to NEDs of FTSE 
100 companies in the United Kingdom.

Data set out in this publication was drawn from 
information publicly available on 30 November 
2017 (the cut-off date) and is valid for the period 
from 1 December 2016 to 30 November 2017 (the 
2017 reporting period).

Our trend analysis in this chapter, as in previous 
years, is expressed in US dollars. The pound-to-
dollar exchange rate has risen by over 8% year on 
year meaning total NED fees shown in dollars will 
be inflated by this currency adjustment. 

Exchange rates

£/$ $/£

30 November 2016 1.2497 0.8002

30 November 2017 1.3528 0.7392

Currency appreciation/
depreciation

8.25% -7.62%
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Non-executive directors’ total fees in all sectors
The fees reflected in this report are the total annual fees paid to NEDs serving on 
the boards of FTSE 100 companies. The companies included are all the FTSE 100 
constituents on 30 November 2017.

Figure 43 Chairpersons: All FTSE 100 total fees

Source: PwC analysis

Lower quartile $457 $407 $383
Median $584 $518 $538
Upper quartile $787 $696 $700

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+3.9%

Figure 44 Deputy chairpersons: All FTSE 100 total fees

Source: PwC analysis

Figure 45 Lead independent directors: All FTSE 100 total fees

Source: PwC analysis

Lower quartile $151 $141 $156
Median $196 $174 $194
Upper quartile $305 $211 $329

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+11.5%

Lower quartile $112 $109 $148
Median $121 $119 $129
Upper quartile $169 $158 $284

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+8.4%
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Figure 46 Non-executive directors: All FTSE 100 total fees

Source: PwC analysis

Lower quartile $103 $  90 $  91
Median $148 $132 $141
Upper quartile $255 $173 $154

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+6.8%

Remuneration by sector
In addition to analysing the total fees paid to chairpersons and NEDs across the FTSE 
100, we have also analysed fees paid by reference to the diverse sectors represented 
among FTSE 100 companies:

FTSE 100 companies by sector

Source: London Stock Exchange: Main Board FTSE 100 extract   

Financial services 23 (2016: 22)

Industrials 29 (2016: 20)

Basic resources 11 (2016: 12)

Services 37 (2016: 46)

Subsector breakdown

Financial 
Services

Industrial Basic resources Services

Insurance Industrial goods & services Oil & gas Healthcare

Banks Food & beverage Telecommunications

Real estate Personal & household goods Travel & leisure

Construction & materials Utilities

Automobiles & parts Media

Technology Retail

Chemicals Technology
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The FTSE 100

Companies on the FTSE 100 at 30 November 2017

Rank Company Rank Company Rank Company

1 Royal Dutch Shell Plc 21 Associated British Foods Plc 41 Smith & Nephew Plc

2 HSBC Holdings Plc 22 Compass Group Plc 42 Micro Focus International Plc

3 British American Tobacco Plc 23 BT Group Plc 43 Carnival Plc

4 BP Plc 24 Standard Chartered Plc 44 Ashtead Group Plc

5 Glaxosmithkline Plc 25 CRH Plc 45 Fresnillo Plc

6 Diageo Plc 26 Aviva Plc 46 Centrica Plc

7 Astrazeneca Plc 27 Anglo American Plc 47 Old Mutual Plc

8 Vodafone Group Plc 28 BAE Systems Plc 48 Antofagasta Plc

9 Unilever Plc 29 RELX PLC 49 3I Group Plc

10 Glencore Plc 30 Rolls-Royce Holdings Plc 50 Schroders Plc

11 Lloyds Banking Group Plc 31 WPP Plc 51 Coca-Cola Hbc Ag

12 Rio Tinto Plc 32 Sky Plc 52 Intertek Group Plc

13 Prudential Plc 33 Legal & General Group Plc 53 Persimmon Plc

14 Reckitt Benckiser Group Plc 34 Tesco Plc 54 Burberry Group Plc

15 Shire Plc 35 Experian Plc 55 Worldpay Group Plc

16 Royal Bank Of Scotland Group Plc 36 SSE Plc 56 Sage Group Plc

17 Barclays Plc 37 Ferguson Plc 57 Tui Ag

18 National Grid Plc 38 International Consolidated Airlines Group S.A. 58 Intercontinental Hotels Group Plc

19 Imperial Brands Plc 39 London Stock Exchange Group Plc 59 Bunzl Plc

20 BHP Billiton Plc 40 Standard Life Aberdeen Plc 60 Hargreaves Lansdown Plc
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Rank Company Rank Company

61 Next Plc 81 Informa Plc

62 Land Securities Group Plc 82 United Utilities Group Plc

63 Randgold Resources Ld 83 Marks And Spencer Group Plc

64 Kingfisher Plc 84 Croda International Plc

65 Whitbread Plc 85 Admiral Group Plc

66 Mondi Plc 86 Segro Plc

67 ITV Plc 87 GKN PLC

68 RSA Insurance Group Plc 88 Easyjet Plc

69 Barratt Developments Plc 89 Smurfit Kappa Group Plc

70 Johnson Matthey Plc 90 Sainsbury (J) Plc

71 Taylor Wimpey Plc 91 Morrison (Wm) Supermarkets Plc

72 Paddy Power Betfair Plc 92 Direct Line Insurance Group Plc

73 DCC Plc 93 Berkeley Group Holdings (The) Plc

74 St. James’s Place Plc 94 Severn Trent Plc

75 Smiths Group Plc 95 G4S Plc

76 Scottish Mortgage Investment Trust Plc 96 Mediclinic International Plc

77 Rentokil Initial Plc 97 Hammerson Plc

78 British Land Company Plc 98 Babcock International Group Plc

79 Nmc Health Plc 99 Merlin Entertainments Plc

80 Pearson Plc 100 Convatec Group Plc

The list of participants included in this edition is not 
the same as those contained in the previous version. 
Participation depends on company performance 
reviewed quarterly.

Some notable changes to the FTSE 100 constituents 
are evident. Market volatility caused by market 
uncertainty following the Brexit referendum in 
June 2016 has affected companies differently 
and may have contributed to the performance of 
participating companies. This trend will continue 
for some time.

Total fees paid to NEDs by sector are reviewed to 
note the prevailing trend.
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Financial services
Figure 47 Chairpersons: Financial services sector FTSE 100 total fees

Source: PwC analysis

Figure 48 Deputy chairpersons: Financial services FTSE 100 total fees 8

Source: PwC analysis

Lower quartile $487 $422 $323
Median $584 $529 $537
Upper quartile $922 $877 $603

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+1.5%

Lower quartile $195 $178 $196
Median $265 $254 $266
Upper quartile $377 $328 $488

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+4.7%

Figure 49 Lead independent directors: Financial services FTSE 100 total fees

Source: PwC analysis

Figure 50 Non-executive directors: Financial services FTSE 100 total fees 

Source: PwC analysis

Lower quartile $166 $154 $153
Median $185 $168 $179
Upper quartile $299 $287 $296

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+6.5%

Lower quartile $118 $104 $  96
Median $174 $154 $159
Upper quartile $298 $229 $191

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+3.2%
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Industrials
Figure 51 Chairpersons: Industrials FTSE 100 total fees

Source: PwC analysis

Figure 52 Deputy chairpersons: Industrials FTSE 100 total fees

Source: PwC analysis

Lower quartile $276 $258 $289
Median $326 $302 $324
Upper quartile $341 $581 $634

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+7.3%

Lower quartile $212 $198 $151
Median $219 $200 $212
Upper quartile $229 $219 $222

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+6.0%

Figure 53 Lead independent directors: Industrials FTSE 100 total fees

Source: PwC analysis

Figure 54 Non-executive directors: Industrials FTSE 100 total fees

Source: PwC analysis

Lower quartile $112 $117 $  95
Median $166 $152 $162
Upper quartile $220 $177 $172

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+6.6%

Lower quartile $  98 $  87 $  84
Median $127 $110 $115
Upper quartile $178 $138 $122

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+4.5%
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Basic resources 
Figure 55 Chairpersons: Basic resources FTSE 100 total fees

Source: PwC analysis

Figure 56 Deputy chairpersons: Basic resources FTSE 100 total fees

Source: PwC analysis

Lower quartile $   510 $   487 $   469
Median $   731 $   682 $   706
Upper quartile $1 059 $1 001 $1 261

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+3.5%

Lower quartile $115 $101 $111
Median $131 $110 $127
Upper quartile $138 $129 $300

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+15.5%

Figure 57 Lead independent directors: Basic resources FTSE 100 total fees

Source: PwC analysis

Figure 58 Non-executive directors: Basic resources FTSE 100 total fees

Source: PwC analysis

Lower quartile $120 $111 $121
Median $133 $125 $135
Upper quartile $140 $138 $307

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+8.0%

Lower quartile $167 $149 $151
Median $254 $223 $231
Upper quartile $419 $389 $405

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+3.6%
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Services 
Figure 59 Chairpersons: Services FTSE 100 total fees

Source: PwC analysis

Figure 60 Deputy chairpersons: Services FTSE 100 total fees

Lower quartile $404 $359 $406
Median $613 $558 $571
Upper quartile $717 $646 $720

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+2.3%

Lower quartile $151 $151 $151
Median $169 $148 $159
Upper quartile $190 $143 $401

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+7.4%

Figure 61 Lead independent directors: Services FTSE 100 total fees

Source: PwC analysis

Figure 62 Non-executive directors: Services FTSE 100 total fees

Source: PwC analysis

Lower quartile $106 $98 $108
Median $133 $107 $117
Upper quartile $158 $136 $268

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+9.3%

Lower quartile $  94 $  83 $  95
Median $128 $116 $120
Upper quartile $181 $139 $129

2015 US$’000 pa 2016 US$’000 pa 2017 US$’000 pa

Median

+3.4%

Source: PwC analysis
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An uptick in global demand boosted economic 
activity for mining companies. GDP growth 
was stable in non-resource intensive countries, 
supported by steady domestic demand and low oil 
prices.

Improving global conditions, including increasing 
commodity prices, curtailed current account 
deficits. Capital inflows rose in 2017, helping 
to finance current account deficits and cushion 
foreign reserves. Sovereign bond issuance 
rebounded in 2017. 

X

Economic growth in sub-Saharan Africa 
is recovering moderately, following 
a sharp slowdown over the course of 
the last two years. Estimated to have 
strengthened from 1.3% in 2016 to 
2.6% in 2017, gross domestic product 
(GDP) growth in the region is mainly 
led by the continent’s largest economies: 
Nigeria, South Africa, and Angola, 
albeit not without challenges. 

Sources of information
Of Africa’s 54 independent states32, 29 have 
equity or commodity exchanges (including 
the JSE). These bourses represent the capital 
and commodities markets of 38 countries. The 
majority of African stock exchanges represent 
fledgling markets, some with as few as six 
companies listed. Others are regional exchanges 
and serve markets in specified regions. 

Here, we analyse the trend in non-executive 
directors’ remuneration in sub-Saharan Africa 
beyond South Africa. Seven stock exchanges were 
included in our research. 

32 The continent includes Madagascar and various archipelagos. 
It contains 54 fully recognised sovereign states (countries), nine 
territories and two de facto independent states with limited or 
no recognition.
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Information is extracted from global resources, PwC’s internal support base and 
companies listed on African stock exchanges in the countries highlighted in the map 
below.

Seven African stock exchanges analysed
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Seven African stock exchanges examined

The seven markets analysed have a total of 1 824 (2016: 2 057) non-executives drawn 
from 390 (2016: 402) companies. In most cases, fees paid to non-executives are not 
disclosed in as transparent a manner as would be regarded as good governance and 
hence we caution those using the figures reported. 

Data reported for Africa that is available in the public domain is thin. However, we have 
obtained sufficient information to reflect total fees paid to non-executive directors and 
to present a trend analysis. 

All data set out in our analysis was drawn from information available on 
30 November 2017 (the cut-off date) and is valid for the period from 1 December 2016 
to 30 November 2017 (the 2017 reporting period).

Fees paid to non-executive directors are mostly reported as a single line item on the 
African operations’ income statements. This aggregate may include expense payments, 
benefits and share issues, which are indeterminable. 

In many cases, tribal and community leaders are appointed as non-employee directors 
with added benefits that are not board fees. Unless a definitive total fee value is 
extractable, then the company is not included in our trend analysis. On average, 59% 
(2016: 62%) of all accounts examined provided usable data. 

All values have been converted from local sub-Saharan and other currencies into 
US dollars at the interbank closing rate at midnight on 30 November 2017 to be 
coterminous in currency timing with the rest of this publication.
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The following table explains the level of good data obtained from the seven African 
stock exchanges.

Listed company profile of selected African bourses

Bourse Companies 
2017

Total non-
executive 
directors

Chairpersons Non-
executive 
directors

% available 
usable data

Botswana 34 166 48 118 73%

Ghana 41 204 39 165 64%

Kenya 63 333 67 266 76%

Namibia 39 168 38 130 62%

Nigeria 171 789 150 639 42%

Tanzania 26 98 17 81 53%

Uganda 16 66 11 55 42%

Total 390 1824 370 1454 59%

Source: PwC analysis
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Non-executive directors’ total fees 
Although non-executive directors received reasonable increases overall, the impact of 
currency weaknesses against the US dollar has limited the increases in US dollar terms.

Figure 63 Remuneration of non-executive directors for seven selected sub-Saharan 
African exchanges (excluding South Africa)

Source: PwC analysis
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+8.9%
NEDs

+8.0%

Non-executive directors’ total fees by country
Each bourse has also been examined separately. In the charts that follow, total non-
executive directors’ fees are shown for non-executive chairpersons as well as for non-
employee board members expressed in US dollars per annum.

Botswana
Over the past decade, diamond-rich Botswana has enjoyed average growth of 5% per 
annum. However, its dependence on diamonds for foreign earnings and tax revenues 
makes it economically vulnerable. World diamond demand has declined recently due to 
a lacklustre jewellery trade. This slump has caused economic growth to slow.

Because of Botswana’s proximity to South Africa, there is a knock-on economic effect 
causing wide-scale unemployment. The extended drought has further exacerbated 
financial performance, adversely affecting agriculture. Electricity and water supply 
disruptions have had an unfavourable impact on all sectors of the economy.

Figure 64 Remuneration of non-executive directors

Source: PwC analysis
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Ghana 
Following a few years of below-trend economic growth, the Ghanaian economy is 
expected to recover from 2017 onwards, particularly due to stronger growth in the 
hydrocarbon, mining, infrastructure and retail sectors. The IMF forecast real GDP 
growth to strengthen to 5.8% in 2017, from an estimated 4% in 2016.33  

Figure 65 Remuneration of non-executive directors

Source: PwC analysis

33 World Bank. “World Bank Development Indicators 2017/2018” . https://openknowledge.worldbank.org/
handle/10986/26447 (accessed 8 December 2017)
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Kenya
Kenya’s long-term national development plan aims to transform it into a newly 
industrialising, middle-income country by 2030. The scheme aims to achieve an 
average economic growth rate of 10% per annum and is focussed on infrastructure, 
tourism, agriculture, trade, manufacturing, information technology and financial 
inclusion. 

Figure 66 Remuneration of non-executive directors

Source: PwC analysis
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Namibia
Namibia ranks 106 out of 190 countries in the world for ease of doing business. This 
augurs well for the country, which has improved legal regulation of contracts and 
protection for business. In the long-term, the World Bank expects Namibian GDP to 
grow by 4.3% by 2020.34

Figure 67 Remuneration of non-executive directors

Source: PwC analysis

34 World Bank. “The World Bank in Namibia”. www.worldbank.org/en/country/namibia/overview (accessed 8 
December 2017)
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Nigeria
A key regional player in West Africa, with a population of more than 180 million, 
Nigeria accounts for 47% of West Africa’s population, and has one of the largest 
population of youth in the world.35 With an abundance of resources, it is Africa’s 
biggest oil exporter, and also has the largest natural gas reserves on the continent.

Figure 68 Remuneration of non-executive directors

Source: PwC analysis

35 World Bank. “The World Bank in Nigeria”. http://www.worldbank.org/en/country/nigeria 
(accessed 8 December 2017)
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Tanzania
Tanzania has sustained relatively high economic growth over the last decade, averaging 
6-7% a year. But while its poverty rate has declined, its absolute number of poor has 
not because of its high population growth rate. The country’s population is about 55 
million.36

Figure 69 Remuneration of non-executive directors

Source: PwC analysis

36 World Bank. “The World Bank in Tanzania”. http://www.worldbank.org/en/country/tanzania/overview  
(accessed 8 December 2017)
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Uganda 
Growth in the Ugandan economy slowed to 4.8% in 2016 from 5.5% the previous year, 
but is projected to rebound to 5.1% in 2017.37

With a significant share of the active labour force (35.5%) engaged in 
entrepreneurship, the stock exchange is not expanding in listings because of the 
Ugandan entrepreneurial business model. Uganda is one of the world’s most 
entrepreneurial nations, but lacks a dedicated strategy or policy and comprehensive 
programme to support it effectively. It would be expected that the Ugandan exchange 
will expand as broader investment in the country emerges.

Figure 70 Remuneration of non-executive directors

Source: PwC analysis

37 World Bank. “The World Bank in Uganda”. http://www.worldbank.org/en/country/uganda  
(accessed 8 December 2017)
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The South African marketplace

Active companies 343 (355) 

AltX 31 (53)

Basic resources 59 (46) Forestry & paper
4 (3)

Industrial metals
& mining 7 (5)

Mining 44 (38)

Banking 7 (6) General finances
46 (46)

Insurance 8 (10)

Personal goods 7 (7) Technology 16 (16)

Telecommunications
4 (5)

Financials 96 (94)

Industrials 100 (112) 

Services 57 (50)

Retail estate 35 (32)

Oil & gas 4 (0)

Oil & gas 0 (5)

Autos & parts 2 (2) Beverages 4 (4) Chemicals 7 (9)

Construction &
materials 15 (19)

Food producers
13 (14)

Industrial goods &
services 36 (36)

Health care 7 (6) Media 9 (7) Pharmaceuticals 5 (4)

Retail 23 (21) Travel & leisure
9 (7)
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FTSE 100 marketplace
FTSE 100 marketplace

Basic Resources 11 (11) Forestry & paper 1 (1) Mining 6 (7) Oil & gas 2 (3)

Banking 5 (5) Financial services 6 (5) Insurance 8 (9)

Investment holdings
1 (1)

General industrial 4 (3) Healthcare goods 3 (2) Household goods 6 (5)

Travel & leisure 8 (8)

Financials 23 (23)

Industrials 29 (25) 

Services 37 (41)

Eco-chemicals 2 (0)

Real estate 3 (3)

Pharmaceuticals & 
biotechnology 3 (3)

Technology &
hardware    0 (1) Tobacco 2  (2)

Aerospace & 
defence 3 (3)

Autos & parts 1 (1) Beverages 2 (2)

Chemicals 1 (1)
Construction & 
materials 1 (1) Food producers 3 (1)

Telecommunications
3 (3)

Retail 6 (9) Transportation 1 (1)

Media 6 (5) Support services 7 (9)

Utilities 5 (5)Software 1 (1)
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Africa marketplace
Africa 390 (402)

Basic resources
9 (9)

34 (34) Financials
16 (16)

Industrials
3 (3) 

Services
6 (6)

Botswana

Basic resources
7 (7)

41 (41) Financials
14 (14)

Industrials
14 (14) 

Services
6 (6)

Basic resources
6 (6)

63 (67) Financials
22 (24)

Industrials
20 (21) 

Services
15 (16)

Basic resources
7 (7)

39 (39) Financials
20 (20)

Industrials
8 (8) 

Services
4 (4)

Basic resources
25 (25)

171 (180) Financials
62 (65)

Industrials
59 (62) 

Services
25 (28)

Basic resources
5 (5)

26 (25) Financials
12 (11)

Industrials
4 (4) 

Services
5 (5)

16 (16) Financials
8 (8)

Industrials
3 (3) 

Services
5 (5)
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