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Remuneration adjustment 
trends

Despite the efforts of the South African 
president, it is becoming clearer by the day 
that COVID-19 will impact the liquidity of 
thousands of companies in South Africa, 
which in effect will result in many companies 
filing for business rescue or liquidation.  
The dilemma facing most organisations is 
how to preserve as many jobs as possible, 
and the biggest question of all is what to do 
about remuneration adjustments to manage 
employee costs in this unprecedented time. 
It is crucial for reward professionals and 
remuneration committees to consider reported 
pay adjustments in the context of the current 
economic climate. This article provides some 
context to be considered in terms of the 
decisions that most organisations will face  
in the coming months.

Reported pay adjustments

The REMchannel® participants provide the 
anticipated overall lift to payroll during the 
required data submission month, which is  
at most two months post the granting of 
annual increases. As this is an estimate  
based on market conditions at the time of  
the data submission, these are subject to 
change depending on market conditions.  
To supplement this data, PwC Research 
Services conducts a supplementary Salary 
and Wage Movement survey on a bi-annual 
basis during April and October of each year. 
In this survey participants provide not only the 
anticipated increases, but also the basis on 
which these decisions are made.

determinant of salary increases for the remainder of the year. It should be borne in mind that the 
percentage increases granted between January and March would have been based on CPI and 
the market conditions at the time.

Individual criteria
Percentage 

of 
participants

CPI 79.2%

Individual performance 72.9%

Guidance from salary surveys 66.7%

Company profitability/affordability 62.5%

Market position/market trends 54.2%

Company performance 47.9%

Company budget constraints 45.8%

Wage negotiations/collective agreements 43.8%

Internal positioning/internal equity/income differentials 37.5%

Positioning relative to the scale/midpoint etc. 31.3%

Board/CEO/Management discretion 27.1%

Skills retention 25.0%

CPI plus additional fixed percentage 18.8%

Sectoral determination 14.6%

Team performance 10.4%

Department performance 10.4%

Prevailing market indicators e.g. GDP 10.4%

Group benchmarks 8.3%

Market premiums/industry conditions 6.3%

Most of the participants indicated in the  
April 2020 publication of the survey that in 
addition to CPI, a combination of elements 
was utilised to determine increases. 
Participants selected between two and 
fourteen individual criteria to determine 
increases. On average, participants selected 
seven of the individual criteria. In addition 
to CPI, the most popular criteria chosen 
was ‘individual performance’, followed by 
‘guidance from salary surveys’ and ‘company 
profitability/affordability’.

It should be borne in mind that reported 
CPI as at March 2020 was 4.1% and it is 
anticipated that there will be a downward 
trend in this figure over the coming months 
as Statistics South Africa has, since the 
beginning of the lockdown, been measuring 
price changes for those essential goods that 
appear in the Consumer Price Index (CPI) 
basket. The organisation is publishing inflation 
data on a weekly basis, albeit for a smaller 
range of goods and will therefore regulate the 
percentage increases where organisations 
utilise CPI as the main determinant for 
increases.

The following table clearly indicates that 
although many of the participants utilise 
CPI as a guideline to determine the cost of 
living increases, the majority indicated that 
company profitability/affordability remains 
the fourth highest element that will be utilised 
to determine the actual increases during a 
specific year.

Considering the impact of the lockdown 
period on most organisations, it is to be 
expected that this element will be a major 

PwC Research Services anticipated that there would be changes in the market relating to salary 
increases and conducted a snap survey on this and other topics at the start of the lockdown 
period. Most companies that participated in the survey indicated that they will take a ‘wait 
and see’ approach in terms of remuneration adjustments. This is demonstrated by the fact 
that more than 80% of organisations indicated that they will be paying full salaries during the 
initial lockdown period. However, with the extension of the lockdown period and subsequent 
announcements of lockdown levels, many of our clients have started to experience liquidity 
issues and this will influence the continuation of the practice. Whilst the full impact of COVID-19 
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and the envisaged economic downturn will 
only be seen in the REMchannel® database 
over the next 12 months, many of our clients 
have advised that they will be deferring 
increases, most of them indicating a period 
of six months to assess the full impact of 
COVID-19 on business operations. This varies 
from one industry sector to another. The 
retail and construction industry sectors will 
be more severely impacted than for example, 
the financial services sectors but overall, 
we anticipate that all industry sectors will 
experience a downward trend in profitability 
over the next 12 months and even longer.

For this reason, 30% of the participants 
in this survey indicated that increase 
percentages and review dates are currently 
under consideration. In addition, Statistics SA 
reported that 42% of corporates anticipate 
that they will be experiencing liquidity 
constraints in the coming months. We 
anticipate that this will lead to major cost-
cutting initiatives whilst trying to preserve 
as many jobs as possible. This should be a 
primary objective for corporate South Africa 
to minimise the overall impact on the South 
African economy, and as human capital 
costs represent the largest overhead in most 
organisations, these costs must be contained 
in order to ensure sustainability, both now and 
in the future.

This trend has led to cuts in executive 
remuneration by various organisations such as 
Sasol, Woolworths, EOH, FirstRand, Sibanye 
and Vodacom to preserve cash in the coming 
months and we are anticipating that more of 
corporate South Africa will be following suit in 
the near future.

Retention of scarce skills

Whilst cost cutting is a pre-requisite in the 
current climate it is important not to lose sight 
of the need to retain key and critical skills. 
The pandemic has changed the way most 
corporates work, propelling the workforce into 
a virtual environment. This has emphasised 
the need for digitisation and a renewed 
focus on cyber security and technology 
requirements. Ultimately remuneration trends 
will be governed by supply and demand, 
which is why it is crucial to ensure that 
organisations remain competitive and keep 
track of market movements.

This is but one example where the retention 
of scarce skills will be vital to ensure that 
organisations can continue business as 
usual in these unprecedented times. For this 
reason, any available budget for reward and 
remuneration should be considered carefully 
to ensure maximum return on investment 
and keeping up with market trends relating 
to remuneration for these critical skills in the 
coming months.

Annual incentive payments

Whilst 6% of participants in the snap survey 
indicated that bonuses have already been 
paid this year, just over 30% indicated that 
bonus payments will be withheld for between 
three and 12 months. This is indicative 
of the potential liquidity constraints that 
corporate South Africa is anticipating in the 
months following the lockdown. It is also 
anticipated that bonus pools will reduce in the 
coming months as profitability is impacted 
by the economic climate. This means that 
where bonuses are paid, these will be 
significantly lower than originally anticipated 

if organisations met their profitability targets. 
There are emerging trends where bonuses are 
being paid to front-line staff, for instance as 
announced by a major retailer, cashiers will be 
paid a bonus for working during the lockdown 
period. Globally, front-line workers are seeing 
additional bonuses paid based on the nature 
of the work and the potential exposure during 
the pandemic.

In conclusion, it is key for remuneration 
committees to consider the long-term impact 
of decisions made in a time of crisis, as these 
decisions will determine the trajectory of 
many organisations in the coming months. It 
is also important to bear in mind that directors 
have a major responsibility as regulated by 
the Companies Act1 . Section 76 of the Act 
addresses the standard of conduct expected 
from directors and extends it beyond the 
common law duty of directors by compelling 
them to act honestly, in good faith and in a 
manner they reasonably believe to be in the 
best interests of, and for the benefit of, their 
companies. Section 76(3) of the Act states 
that a director of a company, when acting in 
that capacity, must exercise the powers and 
perform the functions of a director:

• in good faith and for a proper purpose;

• in the best interests of the company; and 

• with the degree of care, skill and diligence 
that may reasonably be expected of a 
person carrying out the same functions 
in relation to the company as carried out 
by that director, and having the general 
knowledge, skill and experience of that 
director. 

1  Source: Werksmans: Directors duties and liabilities

Section 76(4) of the Act states that in respect 
of any matter arising in the exercise of the 
powers or the performance of the functions 
of a director, a director will have satisfied the 
obligations in section 76(3) of the Act, if the 
director:

• has taken reasonably diligent steps to 
become informed about the matter; 

• has decided, or supported the decision of a 
committee or the board about that matter; 
and 

• had a rational basis for believing, and did 
believe, that the decision was in the best 
interests of the company. 

Conclusion

Whilst we all know that reward professionals 
will be facing significant challenges in the 
coming months, it is crucial that all decisions 
are made to ensure long-term sustainability of 
organisations and limiting job losses as far as 
possible.

Contact:

Rene Richter 
rene.richter@pwc.com



©2020 PwC Inc. [Registration number 1998/012055/21] (“PwC”). All rights reserved.

PwC refers to the South African member firm, and may sometimes refer to the PwC network. Each member firm is a separate legal entity.  
Please see www.pwc.com/za for further details.

(20-25450)

At PwC, our purpose is to build trust in society and solve important problems. We’re a network of firms in 158 countries with over 250,000 people who are committed to 
delivering quality in assurance, advisory and tax services. Find out more and tell us what matters to you by visiting us at www.pwc.com.


	Next Page 4: 
	Page 1: 

	Next Page 5: 
	Page 1: 

	Previous Page 3: 
	Page 2: 
	Page 3: 

	Next Page 3: 
	Page 2: 
	Page 3: 

	Previous Page 4: 
	Page 4: 

	Previous Page 5: 


