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Strategy and objectives
Mpact’s strategy aims to create
value for stakeholders over the
long term.

The core pillars of our strategy are:

Leading market positions
We aim to develop and selectively grow our
leading market positions in rigid plastics, paperbased packaging and packaging paper in subSaharan Africa. We will grow by extracting value
through business and operational management
expertise as well as product application, design
and market knowledge.

Customer focused
We will further develop our established
manufacturing and service footprint to
deliver superior solutions to our customers,
underpinned by:
• A decentralised structure reflecting
management depth and experience at all
levels.
• Innovative customer-focused product
offerings.
• Leading market positions that enable us
to achieve sustainable cost-effectiveness
through economies of scale.
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Focus on performance
We will focus on performance through effective
business excellence programmes and sound
asset management, enabling us to sustainably:
• Provide our customers with quality products
and services worth their price.
• Retain a motivated and skilled workforce.
• Deliver good returns to our shareholders.

Introduction

The key principles underlying each strategy pillar are expanded upon in the following table:

Customer-focused

Focus on performance

Company overview

Leading market positions

Decentralised structure

Financial returns

• Maintain leading market positions in chosen geographies with
scale to enable competitiveness at a decentralised level

• Customer-centric

• ROCE and profitable growth

• Responsive

• Disciplined capital allocation and spending

• May consider entry below leading market position but always
considering sectors where there is potential to lead in future

• Accountable

• Re-investment and capital allocation based on track record

• Flexible

• Stringent and continuous cost management

• Effectively execute differing strategies or even hybrids across
business units

• Long-term view of investments

Capability

Innovation and capability

Skilled and motivated people

• Invest in sectors where Mpact has sustainable competitive
advantages or at least has the prospect of developing them

• Applied to products and processes internally and externally

• Invest in support of management with a track record

• Use of own R&D capabilities where feasible

• Reward performance and results and appreciate effort

• Investing to meet new and emerging demands of customers
with good returns

• Commit resources to proactive training and development of staff

Products and geographies

Intimate understanding of the Value Chain

Sustainable practices

• Rigid plastics and paper-based packaging in sub-Saharan
Africa

• Engage customers and other stakeholders to improve supply
chain efficiency and anticipate changing requirements

• Responsible environmental management

• Product specification bodies, marketing and branding people,
key distribution networks

• Rigorously pursuing the highest ethical standards in governance

Strategic overview

Scale

• Effective risk management and governance

Operational review

• Safety

Governance

• Make partnerships work

Sustainability

• Contributing to social upliftment in the areas in which we operate

Specific strategic goals have been developed for the businesses and these are set out in detail in the respective operational reviews.

Financial statements
Administration
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Five-year performance history
2019

2018

2017

2016

2015

R’m

11,076

10,543

10,120

10,099

9,548

R’m
R’m
R’m

724
494
328

751
571
421

457
274
283

784
617
420

909
790
603

R’m
R’m
R’m
R’m

8,425
3,747
4,678
7,658

9,879
4,529
5,350
8,770

9,182
4,243
4,939
8,420

8,712
4,021
4,691
7,996

8,069
3,712
4,357
7,285

R’m
R’m
R’m

1,344
(357)
(592)

1,218
(235)
(534)

1,019
6
(856)

1,275
(289)
(836)

1,322
(235)
(979)

Ratio and statistics
Underlying operating profit margin
Basic EPS
Underlying EPS
Basic HEPS
Total dividend per share
Net asset value per share
ROCE
Current ratio
Interest cover (underlying EBIT)
Gearing

%
cents
cents
cents
cents
cents
%
times
times
%

6.5
(443.7)
191.8
185.8
60.0
2,162
11.8
2.4
3.0
38.2

7.1
224.8
247.7
235.3
70.0
2,613
11.9
1.3
3.6
27.9

4.5
162.1
166.3
164.5
55.0
2,474.5
7.7
1.3
2.3
34.8

7.8
234.6
252.7
242.0
95.0
2,386.3
14.2
1.4
4.1
33.6

9.5
366.9
366.9
365.8
110.0
2,236.6
18.9
1.4
6.9
30.2

Stock Exchange statistics
Market value per share
– at year-end
– Highest (year to 31 December)
– Lowest (year to 31 December)
Closing PE ratio
Market capitalisation – close
Volume traded (year to 31 December)
Weighted number of shares
Issued shares at 31 December

cents
cents
cents
times
R’m
’000
’000
’000

1,490
2,940
1,101
8.0
2,552
66,490
171,030
173,305

2,101
2,910
1,930
8.9
3,641
59,660
170,785
173,305

2,440
3,500
1,720
14.8
4,184
83,250
169,746
171,462

2,825
5,499
2,200
11.7
4,760
84,386
166,735
168,485

4,694
5,189
3,251
12.8
7,790
61,106
164,218
165,958

Profit performance
Revenue
Underlying operating profit
Underlying profit before tax
Underlying earnings
Financial position
Total assets
Total equity
Total liabilities
Total operating assets
Cash flow information
Net cash from operations before working capital
Working capital inflows/(outflows)
Capital expenditure
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SUSTAINING
PROFITABLE GROWTH
Operating environment
Regulatory environment
Innovation
Capital funding and
allocation

MPACT Integrated Report 2019
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Administration

Our customer-focused business model is built on business
excellence in quality and service as well as operational,
safety and environmental performance. See page 24 for our
CEO’s report and page 90 for our CFO’s review.

Financial statements

• Communities
• Governance
• Environmental
responsibility

COST COMPETITIVENESS AND
ANTICIPATING AND MEETING
CUSTOMER NEEDS

Governance

BEING A
RESPONSIBLE
CORPORATE CITIZEN

Sustainability

We are committed to maintaining high standards of
corporate governance and demonstrating honest and
responsible conduct. See page 56 for our Corporate
Governance report, our Abridged Sustainability Review on
page 40, the report of our Social and Ethics Committee on
page 42 and our Sustainability Review on the Company’s
website.

COST
COMPETITIVENESS
AND ANTICIPATING
AND MEETING
CUSTOMER NEEDS
• Managing input cost and
availability
• Driving efficiencies
• Implementing capital
projects
• Customer focus

BEING A RESPONSIBLE
CORPORATE CITIZEN

Operational review

•
•
•
•

Mpact’s strategy aims to deliver profitable and sustainable
long-term growth for the benefit of all our stakeholders.
See page 24 for our CEO’s report and page 90 for our
CFO’s review.

Strategic overview

Labour relations
Health and safety
Diversity
Training and
development

SUSTAINING
PROFITABLE GROWTH

Company overview

Delivering on our strategy and our values require us to invest
in the skills, health, safety and development of our human
capital. See our Abridged Sustainability Review on page 40,
the report of our Social and Ethics Committee on page 42
and our Sustainability Review on the Company’s website.

BEING A
RESPONSIBLE
EMPLOYER
•
•
•
•

Introduction

Material matters summary

BEING A RESPONSIBLE
EMPLOYER

Chairman’s message
“Mpact’s innovative and sustainable packaging
products create circular economy solutions to
meet our customers’ packaging needs and
provide alternatives to single-use plastics.”
While trading has been tough in a very difficult
economy, Mpact managed to deliver a relatively
good result by focusing on what it can control
and taking the hard decisions to support the
profitability and sustainability of the Company.
We are particularly pleased to report a fatalityfree year and improvements in all of our safety
indicators after a year of emphasising safe
working practices.
Economic growth in South Africa remains
weak and business and consumer confidence
has been hit hard by load shedding, concerns
about the condition of state-owned enterprises
and persistent policy uncertainty in a number
of areas. This had a marked effect on Mpact’s
customers and particularly our consumer-facing
businesses.
International trade dynamics affected global
growth and fed through into a significant
decrease in demand for paper, which affected
pricing and reduced opportunities for exports.
Developments in waste legislation that started in
China are spreading to India and South East Asia,
resulting in an oversupply of waste material, a key
input in our integrated business model. This may
well increase pressure to start pricing the cost of
waste back to producers, who currently incur no
cost for excessive waste production.
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Promoting the circular
economy
Recyclable waste paper and plastic is the first
input into Mpact’s integrated business model,
providing feedstock to our paper mills, liquid
carton recycling operation and bins and crates
business. The waste we do not recycle ourselves
is sold to other recyclers. In this way we give
effect to the circular economy, reduce waste to
landfill and support the global drive to reduce
plastic waste. Our recycling operations also create
jobs for small and micro-enterprises that collect
the waste and sell it to our buy-back centres.
We continue to explore innovative and sustainable
ways to meet our customers’ packaging needs.
This year we launched stamped corrugated
trays made of food-safe paper as an alternative
to single-use plastic trays. The capital projects
completed over the last few years, particularly
at the Felixton Paper Mill and the Port Elizabeth
corrugating facility, have improved efficiencies,
reduced the use of water and electricity and
allowed production of lighter and stronger
packaging material. Dalisu, an empowerment
partner of Mpact, is successfully commercialising
products from the by-products produced at our
paper mills.

Introduction

Mpact’s fortunes are linked to the state of the general economy.
While we are positive about the medium-term outlook and believe
that the country’s leadership is moving in the right direction, we
see few signs currently of any meaningful improvement in the
South African economy. We will continue to focus on best meeting
our customers’ packaging needs while ensuring the sustainability
of the Company through cost reductions and maximising the
efficiency and profitability of our operations.

Financial statements

In closing, I would like to thank my fellow Board members for their
high levels of involvement and application, which brings the full
benefit of their diverse perspectives and experience to bear on
leading the Company. Mpact’s management team and employees
have again risen to the challenge of the current difficult trading
environment and, on behalf of the Board, I thank them for their
commitment and diligence during the year.
Tony Phillips
Chairman
Tony Phillips

Administration

24 March 2020

Governance

Acknowledgements

Sustainability

Mpact’s governance structures and processes provide a
framework that guides the Company’s activities and ensures that
these are conducted in accordance with the Group’s values and
Code of Ethics. The Board has full access to the whistleblower
facility and is constantly apprised of the issues raised through
this channel, as well as developments regarding insurable or
non-insurable incidents and regular reports from the internal
audit function. This information provides another source of insight
into the Company in addition to that provided by our regular
interactions with the executive and strengthens effective oversight
of the Company and its ongoing activities.

Outlook

Operational review

Governance and value creation

Towards the end of the year, we lost a woman of exceptional
leadership, integrity and commitment with the passing of
Mrs Noriah Sepuru, who served as the Company Secretary
of Mpact since 2011. We honour her memory and extend our
heartfelt condolences to Noriah’s family, friends and colleagues.

Mpact delivered
a relatively good
result by focusing
on what it can
control and taking
the hard decisions
to support the
profitability and
sustainability of the
Company.

Strategic overview

We also stopped kerbside pickups of recyclable waste in
Johannesburg, Ekurhuleni and Tshwane after 30 years.
This source represents less than 1% of the waste Mpact recovers.
Less than 5% of households participate and the demand for
recycled newsprint and availability of newspaper waste have both
fallen precipitously. While this service was a valuable social benefit,
Mpact still provides more than 2,000 paper banks at schools and
communities across the country where households can recycle
paper and cardboard waste.

As a Board, we recognise the value of diversity both in the
body of Directors and in the Company. The Group’s efforts to
drive transformation throughout the organisation have been
recognised by the achievement of a Level 1 B-BBEE rating for
Mpact Operations.

Company overview

One of the hard decisions we took this year was to close down
our state-of-the-art PET recycling plant. While the modifications
during the year brought the facility closer to full production,
the price of recycled PET (rPET) in South Africa is not currently
reflective of either the environmental and social value of the
process, or the cash costs of production. In many other countries
rPET sells at a premium of up to 30% over virgin PET, but the
local price has fallen with virgin PET and is now at 2015 levels.
The project absorbed significant capital and management
attention over the last four years, but with no prospect of
achieving economic viability at current rPET prices, we shut the
operation down.

MPACT Integrated Report 2019
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Case study
Make the Switch to strong and
sustainable paper shopping bags

The Mpact retail bag
is made from 100%
recycled locally-sourced
fibre, and is recyclable
in standard recycled
pulping mill operations.
These bags are reusable,
compostable, strong and
have excellent moisture
resistant properties.
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Detpak manufactures 100% recyclable, reusable
and compostable paper shopping bags that
offer equal or better strength than their plastic
equivalents. Perfect for use in the food and retail
sector, these bags use paper made from 100%
recycled locally-sourced fibre that is certified by the
Forest Stewardship Council (FSC).
Statistics from RecyclePaperZA show that around
72% of paper in South Africa is recovered for
recycling. However, traditional virgin high-wet
strength paper used in cold chain/refrigeration
applications need specialised pulping treatment
and cannot be recycled in standard recycled
pulping mill operations. As it is impractical to
separate this paper from mainstream waste paper
collections, this high-wet strength paper is ejected
from pulping streams at recycled paper mills and
ends up as landfill.
The Mpact retail bag paper grade has been
optimised to maximise resistance to water
absorption and strength, without compromising the
recyclability of the paper, so these bags are 100%
recyclable in standard recycling facilities as well as
being compostable. The Retail Bag paper provides
enhanced strength and durability even when
exposed to cold refrigerated goods that may cause
condensation on the paper.

With increasing consumer concern about single
use plastic bags and major shopping malls
announcing bans on plastic bags, Detpak’s ‘Make
the Switch’ promotion has been very well received.
In addition to the traditional quick service restaurant
market, recent new customers added include big
telecoms, nicotine and clothing brands companies.
In 2019, Detpak installed two additional bag
formers with automatic in line handle application to
meet the increasing demand for these high quality
sustainable shopper bags.

