




FOCUS ON PROGRESS AGAINST STRATEGY
The political environment and continued revelations of public and private sector corruption 
and fraud during 2017 intensified concerns about governance and the direction South 
Africa is taking. These factors contributed to reduced consumer and investor confidence.

The severe countrywide drought of 2016 broke in some parts of the country but persisted 
in the Eastern and Western Cape – important areas for Mpact in the fruit export market.

These local challenges have manifested in the context of continued change and uncertainty 
in the global socio-political environment, with questions around the status of international 
trade agreements and their likely impact on South Africa. 

While economies around the world start to recover, South Africa’s GDP growth remains at a 
very low level and we appear to be again missing an opportunity to tap into that growth, as 
happened during the commodities boom at the start of the century. 

Changes to Chinese legislation affected global waste prices and locally severe storms in 
Durban led to port congestion which impacted imports of raw materials and exports of 
goods. PET supply shortages, which have now normalised, were a crisis for the plastics 
businesses and could not be met by imports. 

The year also saw unrealistic wage demands arising from the increased urgency from 
workers to be included in the perceived prosperity of business.

However, by the end of the year, there was a turn in prospects and an increased sense that 
South Africa is moving in the right direction to ride global trends.

INNOVATION AS A DRIVER OF OUR BUSINESS
Paper and packaging products run the risk of becoming commoditised with pricing power 
rapidly eroded by high levels of competition. Mpact’s customer-focused business model 
emphasises innovation in processes and products to build relationships with our customers 
by better understanding and meeting their packaging needs in a cost-effective way. The 
relationships that sustain business with our major industrial and agricultural customers 
are supported by our focus on excellent quality and service and our wide footprint across 
South Africa that keeps us close to our customers and helps us react faster. 

Mpact’s investment in research and development and our close relationships with our 
customers have greatly increased the range of innovative products over time. New 
products we launched in 2017 include the H’eataway® ‘freezer to oven’ food container that 
can be taken out of the oven undistorted with bare hands, which offers an alternative to foil 
products for home meal replacement. 

INCREASED GLOBAL FOCUS ON RECYCLING
Our business model begins with the collection of recovered paper and plastics, providing a 
valuable environmental service to the country by reducing waste to landfill and creating jobs 
for small and micro-enterprises that collect the waste.

The global trend of multinational FMCG companies and other plastics users towards 
increasing the use of recycled material in their packaging continues. The Coca-Cola 
Company, for example, has made a commitment to help collect and recycle a bottle or can 
for every one they sell by 2030 as part of their vision for a ‘World Without Waste’. 

The ‘New Plastics Economy’ is an initiative by the Ellen MacArthur Foundation that brings 
together key stakeholders to rethink and redesign the future of plastics by applying the 
principles of a circular economy. At the start of 2018, more than 40 leading brands, 
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retailers, and packaging companies had signed up to work 
towards 100% reusable, recyclable or compostable packaging 
by 2025. These include Evian, L’Oréal, Mars, Marks & Spencer, 
PepsiCo, The Coca-Cola Company, Unilever, Walmart and 
Proctor & Gamble. While we are disappointed that Mpact 
Polymers is not yet operating at planned levels, our plant uses 
technology that is not only new in South Africa but also at the 
global cutting edge. Once operating efficiently, it will enable us 
to support such companies to achieve their commitments in 
South Africa. This initiative encompasses all three of our strategic 
pillars – a leadership position in recycled plastics, moving early 
to meet customer needs and focusing on performance by 
supporting sustainability. 

PERFORMANCE
The financial performance of the group reflects the challenging 
macro-economic conditions and competitive environment. 

The drought affected our operations in the Western Cape and 
Eastern Cape. We continue to focus on minimising our water 
usage through process optimisation, water treatment, water 
recycling and the implementation of alternative technologies, such 
as air coolers. 

While we re-evaluated our presence in Zimbabwe (closed in 2016) 
and Botswana (consolidated into Detpak in 2017) this is not an 
indication that we have de-emphasised expansion, but rather that 
geographic expansion will happen in a considered way.  
The benefits of the recent plant upgrades have confirmed for us 
that in a business such as ours, organic projects are more likely to 
deliver better returns over time than acquisitions.

SUSTAINABILITY  
AND GOVERNANCE
Issues of environmental and social sustainability at Mpact 
are viewed as part of our focus on excellent performance. 
We recognise that safeguarding the safety and health of our 
workforce, investing in skills development, driving transformation 
in the Company and training and mentoring the next generation 
of leaders underpins our ability to create long-term value for all 
stakeholders. Maximising the efficiency of our manufacturing 
equipment reduces water and energy use per tonne of production 
and aims to eliminate waste. 

Our corporate social investment initiatives make a difference in 
communities around our operations and I am particularly pleased 
with the positive change the Mpact Bursary Scheme will make 
for the 22 students who will be supported in their tertiary studies 
in 2018. 

Mpact is committed to ethical business practices and good 
governance, as is described in our Code of Ethics, which is 
available on our website. The Company’s governance structures 

and practices are discussed in detail in the Governance report on 
page 58. We believe the current Board represents a good balance 
of skills and experience, and is moving in the right direction in 
terms of diversity. 

In May 2016, Mpact received notification from the Competition 
Commission that it was being investigated for alleged 
contraventions of the Competition Act. Mpact continues to engage 
with the Competition Commission on this matter.

We are monitoring and evaluating the impact of developments 
in the regulatory environment that will affect our operations, 
including the sugar tax, carbon tax, waste levies and the changing 
requirements of Broad-Based Black Economic Empowerment 
legislation.

I would like to thank my fellow Board members for their dedication 
and support during the year. On their behalf, I would like to thank 
our Chief Executive Officer, his management team and all of the 
employees of Mpact for their commitment and strong contribution 
in executing the strategy during 2017. 

Tony Phillips
Chairman

6 March 2018
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Case Study 

DALISU HOLDINGS: COMMERCIALISING AND EMPOWERING 

Dalisu Holdings (Dalisu) is a partnership between Dalisu Specialty 
Products (owned by Mr Mohlomi Mothobi and Dr Nathi Ngcobo, 
former employees of Mpact Operations) and Mpact Operations. 
It was established to create a business structure to use sodium 
lignosulphonate, which is derived from the wood pulping process, 
to create a dust suppression solution for the mining industry, 
thereby assisting the mining industry to meet their environmental 
and regulatory commitments. The focus area is predominantly in 
Mpumalanga and Northern KwaZulu-Natal. 

The dust suppression business opportunity does not fully consume 
the by-product stream from the pulping process, so further 
opportunities have been identified and are being developed. 

Dalisu represents a win-win situation – it commercialises an 
industrial by-product, helps to address the environmental challenge 
of dust emissions, supports the development of black industrialists 
and creates jobs. 
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