Key findings of the IoDSA’s Board
Appraisal Benchmark Study.

A measurable
positive impact
on performance

About the study

Having facilitated over 240 board appraisals in the private,
public and non-profit sectors as well as other foreign entities
over the last nine years, the loDSA is one of the most
experienced service providers in the field of board appraisals.
The findings of loDSA’s Board Appraisal Benchmark Study
are derived from the self-appraisals completed by directors
during appraisals facilitated by the loDSA.
Using its extensive experience, the loDSA can benchmark
individual organisations against a comprehensive database
of rankings. This enables organisations to assess the quality
of their board’s performance in relation to similar entities in
similar sectors.
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Key findings
•
•
•
•
•

Board appraisals add value - they play an integral role in
improving board performance.
Repeat exercises show a clear improvement over the years,
across all performance areas.
King Ill has made a measurable positive impact on board
performance.
Listed companies and other large private entity boards
consistently perform at a higher IeveI than other entities.
Independently facilitated board appraisals yield more
honest and reliable results.

10%
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Coverage per entity type
•
•
•
•

Listed and large private
Public Sector
Non-profit
Other foreign entities

Methodology

The loDSA’s board appraisals involve directors completing
self-appraisal questionnaires in which they rank their
observations and experiences according to the following
scoring system (all results should be interpreted using the
same scale):
1
2
3
4

=
=
=
=

Poor
Needs some improvement
Satisfactory
Meets best practice

The questionnaires are broken down into six
main performance areas
•
•
•
•
•
•

Board Composition
Board Responsibilities
Committees of the Board
Stakeholder Relationships
Relationship with Management
Board meetings

This process is then qualitatively enhanced
through an interview process conducted by
one of our experienced facilitators.
When the basic appraisal option is opted for, no interviews are
conducted, but directors are requested to provide comments
to support their rankings. Although the basic appraisal is an
option, it is still highly recommended that interviews are included in the appraisal in order to realise the full value of the process. The basic appraisals are only recommended for years in
between formal or comprehensive appraisals.

THE RESULTS

The findings show an improvement over all performance areas over the nine year period.

Table 1 -Average scores for all entity types per performance area by year
Board
Composition

Board
Responsibilities

Committees of
the Board

Stakeholder
Relationships

Relationship
with
Management

Board Meetings

Overall average
score per entity
per year

2009

2.9

2.8

2.9

2.5

2.8

2.9

2.8

2010

3.0

3.1

3.3

2.8

2.9

3.1

3.0

2011

3.1

3.1

3.3

3.0

3.0

3.2

3.1

2012

3.1

3.2

3.3

2.9

3.0

3.2

3.1

2013

3.0

3.1

3.2

3.0

3.0

3.1

3.1

2014

3.0

3.2

3.3

3.0

3.0

3.2

3.1

2015

3.2

3.4

3.4

3.1

3.1

3.3

3.2

2016

3.1

3.3

3.4

3.0

3.0

3.2

3.2

2017

3.3

3.4

3.5

3.1

3.1

3.4

3.3

Overall average score per
performance area

3.1

3.2

3.3

2.9

3.0

3.2

Graph 1 - Average scores for all entity types per performance area for years 2009, 2011, 2013, 2015 and 2017
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Board Composition

As can be seen from Table 1 and Graph 1, the overall average
for all years and all entity types for Board Compositions is 3.1
(satisfactory). This average has increased to 3.3 in 2017 from
2.9 in 2009.
This is encouraging as board composition probably has
the greatest single impact on the future success of an
organisation than any other aspect of governance. An
committed management team in place that is capable of
board also ensures that all the responsibilities of the board are
covered, which in turn leads to a build-up in shareholder and
stakeholder value.
From the interviews that we conduct with board members
during the appraisal process there appears to be less
cronyism than there was in the past and a genuine attempt
to fill skill and expertise gaps. We believe that the concept of
independent nomination committees has made a positive
for further improvement as challenges exist in making the

Most board appraisals revealed a shortage of necessary
industry knowledge or experience. The public sector has a
particular challenge in this regard as inherently the process is
weakened by the appointment being in the hands of a single
person, the respective Minister or MEC, and there is thus no
guarantee of relevant skill or expertise which often results
in poor direction and oversight and, more often than not,
significant under performance of the organisation. This is
supported by the results in Table 2 and Graph 2 which indicate
that listed and large private companies’ Board Composition
(3.3) is still better than that of public sector entities (3.0).
For further detail re fer to ‘Public Sector Perspective’.
Table 2 and Graph 2 also indicate that there has been no
change since 2015 as non-profit entities have scored the same
(3.0) as public sector entities and other foreign entities have
scored lower (2.8) than other entities for Board Composition.
Refer to ‘Non-profit Sector Perspective’ for further details.

Board Responsibilities

The overall average across all years and all entity types for
Board Responsibilities is 3.2 (“satisfactory”).
This is indicative of boards having a better understanding
of their roles and responsibilities. The results indicate that
generally, South African boards operate at a higher level of
competence than they did a few years ago.
Interviews conducted with foreign directors sitting on South
African listed company boards often elicit positive comments
regarding corporate governance and board performance in
South Africa.

An area still proving to be a challenge to many boards is the
role of the board in strategy formulation and implementation.
Board appraisal interviews reveal that in most cases the board
is involved in strategy formulation in one form or another, but
generally this is seen as a rubber stamping exercise and is not
robust enough.
Information conveyed at interviews shows that implementation is particularly poor with the boards seldom monitoring
progress against key milestones nor creating the healthy
tension necessary to fully understand shortfalls or underperformance and to take the necessary timeous corrective
action.
According to the board appraisals conducted, other areas
where boards more consistently under perform are those of
risk management and IT governance. There seems to be a lack
of relevant skill or expertise in these areas on most boards
with the result that these important aspects of oversight are
often abdicated.
As is the trend with the other performance areas, Table 2 and
Graph 2 indicate that with regards to Board Responsibilities,
listed and large private companies have again performed
better (3.4) than public sector entities (3.2), non-profit entities (3.2) and other foreign entities (2.9).

Committees of the Board

The scores reveal a marked improvement in the understanding
and role of board committees. According to the self-appraisals,
comprising of the appropriate skills and expertise.
Early board appraisals conducted indicated that there was the
mistaken belief that each board member should be allocated
to a board sub-committee in order to ’spread the load’ and ‘to
be fair’ to all board members.
However, recent interviews indicate that most chairmen now
realise that it is much more important to get the relevant skills
and expertise onto these committees.
From the board appraisal interview process a common
finding is that more time and attention needs to be paid to
board committee report-back.

Board composition probably has the
greatest single impact on the
future success of an organisation
than any other aspect of governance.
In line with other performance areas, Table 2 and Graph 2 indicate that with regards
to Committees of the Board, listed and large private companies have performed better
(3.5) than public sector entities (3.3), non-profit entities (3.3) and other foreign entities (3.2)
respectively, albeit all being satisfactory.

A measurable
positive impact
on performance

Stakeholder Relationships

The overall average across all years and all entity types is 2.9
(almost”satisfactory”). However, as can be seen from Table 1
and Graph 1, there has been a significant improvement over
the years, with 2009 scoring 2.5 and 2017 scoring 3.1 (up an
impressive 24% over the nine year period).
This improvement in scoring over the years is encouraging
as the principles of responsible corporate citizenship and
the need to understand and respond to the legitimate rights
and expectations of the organisation’s various stakeholder
groupings is vital to long term sustainability and success of
the organisation.
Although the scoring in this performance area has improved,
the interviews that we conducted reveal that stakeholder
relations and the concept of integrated reporting are issues
that most boards are still grappling with. This indicates that
whilst there has been some advancement in these areas,
there is probably still room for further improvement.
As is expected, due to the inherent challenges in the public
sector (discussed further in ‘Public Sector Perspective’), Table
2 and Graph 2 indicate that with regards to Stakeholder
relationships, listed and large private companies have
performed better (3.2) than public sector entities (2.9), nonprofit entities (3.1) and other foreign entities (2.8) respectively.

Relationship with Management
As can be seen from Table 1 and Graph 1, Relationship with
Management has shown improvement from 2009 to 2017.
The overall average across all years and all entity types for
relationship with management is 3.0 (“satisfactory”).
This is encouraging as the circle of trust between the
relationship needs to be one built on mutual trust and
board and management is vital to an affective board. This
respect and proper accountability, with healthy tensions.
Our experience in conducting board appraisals shows that
where there is a breakdown in trust, boards typically make
the mistake of becoming too hands-on, instead of addressing
the cause of the problem directly. Our interviews also indicate
that management succession planning needs more attention.

Some boards, particularly in the public sector, see the role
between board and management as an adversarial one that
creates unhealthy tensions that in turn, lead to dysfunctional
outcomes. This is evidenced in Table 2 and Graph 2 by the
fact that listed and large private companies have scored
better (3.3) than public sector entities (2.9) on Relationship
with Management. For further detail refer to ‘Public Sector
Perspective’.
Table 2 and Graph 2 also indicate that non-profit entities have
scored 3.0 and other foreign entities have scored just below
”satisfactory” i.e. 2.7 for Relationship with Management.

Board Meetings

As can be seen from Table 1 and Graph 1, Board Meetings has
shown a steady improvement from a score of 2.9 in 2009 to a
score of 3.4 in 2017. The overall average for all years and all
entity types for Board Meetings is 3.2 (“satisfactory”).
This indicates that the focus and quality of board meetings
has improved over the years with most boards dedicating
more attention to developing meaningful agendas.
Table 2 and Graph 2 indicate that with regards to Board
Meetings, listed and large private companies (3.4) have
performed better than public sector entities (3.1), non-profit
entities (3.2) and other foreign entities (3.0) respectively;
albeit all being satisfactory.

Table 2 - Average scores for all years per performance area by entity type
Board
Composition

Board
Responsibilities

Committees of
the Board

Stakeholder
Relationships

Relationship
with
Management

Board Meetings

Overall average
score

Listed and large private

3.3

3.4

3.5

3.2

3.3

3.4

3.4

Public sector

3.0

3.2

3.3

2.9

2.9

3.1

3.1

Non-profit

3.0

3.2

3.3

3.1

3.0

3.2

3.1

Other foreign entities

2.8

2.9

3.2

2.8

2.7

3.0

2.9

Graph 2 - Average scores for all years per performance area by entity type
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Public Sector Perspective

The findings of the Benchmark Study show consistently poorer performance by the boards of public sector entities compared to listed and large
private companies. This is largely due to the inherent disadvantages and constraints that exist in the public sector. Whilst the average score for
Board Composition in the public sector is 3.0 (satisfactory), interviews on public sector board appraisals indicate the following challenges:

•
•
•

Criteria other than relevant skill and expertise often get in the way of optimal board selection
Lines of accountability are often confused
The high turnover rate of Ministers, MECs and directors, means board members lack the necessary understanding of the industry they function in.

Non-profit Sector Perspective

Non-profit entities have scored the same or better compared to public sector entities, but lower than listed and large private companies. loDSA
interviews indicate that while there are some exceptions. Non-profit entities generally struggle to appoint a board with relevant skill, experience
and expertise to add the necessary value. Furthermore, there are often the added complications of vested interests of a founder(s) that get in the
way of applying best practice.
Our focus in 2017 was to be more pro-active in the business development of the board appraisal offering in the NPO space. The result of this initiative as well as the repackaging of the BAS offering to suit different sectors is that the total NPO percentage coverage has increased from 10% in
2009 to a current 27% in 2017. We will continue in our efforts of growing this portfolio.

Conclusion

Organisations that conduct board appraisals or evaluations show measurable benefits as a result of the process.
These benefits include:
• Quality board composition
• Better understanding of responsibilities and role clarity
• Better dynamics between the board, management and among directors
• Improved agendas, focus and quality of information at meetings
• Improved general atmosphere at board meetings
The independent facilitation of the appraisal process in also key as it adds objectivity and yields more reliable results. The objective perspective
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