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“

In times of
pressing global
environmental
changes we have
to be prepared, increasingly investing in adaptive
management.

“
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LETTER FROM THE CEO

I am very pleased to present the third edition of our Forestry Project Sustainability Report. Giving continuity to our
reporting and disclosure efforts initiated in 2013, this report
provides information regarding economic, environmental
and social aspects of our forestry project. When looking back
at our previous reports, it is striking to realize the advances
made with regard to our forestry activities and our Environmental and Social (E&S) performance. Furthermore, and
equally important, we are happy to be advancing in the front
of transparency. As you will notice throughout this report we
are not afraid to bring forward the challenges and difficulties we have faced throughout the year, sharing also critical
information with our stakeholders.
Building on the institutional framework set in 2014 triggered by our E&S Policy, the organizational capacities of the
Sustainability Department have been strengthened throughout 2015. Besides FSC® certification achieved in 2014 in
cooperation with UNIQUE, PAYCO is striving to comply with
international standards, particularly in the sector of grain
production. We are certified by ISO 9001 for seed production
and currently hold a certificate for sutainable soy production in our management unit Golondrina (ISCC). In 2016 we
are preparing for an additional certification covering the
same sector (RTRS). This exercise gives us the opportunity of
seeing our business through the critical eye of others, and
helps us to identify the main gaps in our E&S performance.
2015 has been an eventful year on all fronts. We established 2,161 ha of forest plantations totaling a production
are of 5,317 ha ha since the beginning of our project. Due
to the successful cooperation with local landowners, we
have significantly expanded the project area under lease in
already existing management units (Ocampo Kue), while
also acquiring a new management unit in the Department
of Canindeyú, Paraguay. This expansion to new areas brings
about a great deal of dynamism and implies the constant
incorporation of new workers, contractors and neighboring
communities that are in one way or another affected by our

business.
“El niño” has striked Paraguay severely in 2015. While in
Lomas the heavy rainfall has caused widespread flooding
leaving 347 ha of our young plantations under water for
over two months, it has also been beneficial for plantations
in areas located at higher topographies. These are risks we
have always been exposed to in the land use sector, however in times of pressing global environmental changes
we have to be prepared, increasingly investing in adaptive
management. This is exactly what we are aiming at with our
E&S management system. In 2015 we have made significant
advances in its consolidation, integrating new management
units through E&S risk and impact assessments, the continuos integration of improvement measures and constant
monitoring.
On the social front, we have been consistently working on
supporting communities through projects that we believe are
significant regarding their impacts on community livelihood.
Through partnerships with our neighboring smallholders we
have been able to extend our outgrower schemes, which are
now in place in the surrounding communities in all our management units. Today, we maintain alliances with 26 smallholders on 26 hectares from which 19 smallholders operate
in the surrounding communities of the management units
reported on throughout this report. In 2016 we expect an increasing number of participants. The most remarkable aspect
of the outgrower schemes are the long-lasting partnerships
they entail, fostering a durable engagement between us and
our wider communities.
Overall, we are pleased - but not yet satisfied - with our
sustainability progress and the milestones we have achieved.
We begin 2016 with enthusiasm and hard work to continue
expanding our forestry project and incurring in new alliances and partnerships. We are committed to building on the
successes of 2015, further integrating sustainability into our
business and reporting our results and achievements to our
stakeholders.

Luis Enrique Arréllaga
Chief Executive Officer PAYCO

SUSTAINABILITY REPORT 2015

5

OUR E&S PERFORMANCE
IN 2015

The closing of a year and the begining of a new one is the
proper moment to review and reflect upon our trajectory,
celebrate our achievements and integrate lessons learned
into our future plans. 2015 has been a year of strengthening
and expanding the process of integrating sutainability across
PAYCO‘s business activities that started two years ago.
As a team we understand our actions as a collaborative effort striving to develop and foster shared value in the places
where we work. Although many of the results we achieve are
intangible, they create value by generating social development and preventing negative externalities of our activities.
This can be understood as risk management, however it is
also our duty being intrinsically bound to the nature of our
activities.
In this respect we are commited to the responsible management of the environment and the natural resources we
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affect or ar at risk of impacting though our activities. In 2015
we conducted fauna baseline assessments in the management units intgerated by mid-2014, in addition to water
quality assessments across all management units. In 2015 we
have also assessed the management of waste and hazardous
materials and initiated a process of addressing identified
gaps. It is our aim to continuously work towards the systematic integration of these aspects in all management units,
fostering continuous collaboration with the productive sector
when implementing mitigation and improvement measures.
Regarding our social responsibility, in 2015 we have been
focusing on promoting fair working relations amongst our
sub-contracted personnel. Following our approach from last
year, we provided capacity building on health and safety and
fire prevention issues, in addition to safety equipment and
decent accommodation. Venturing into rural Paraguay,

“

We are positive
that our work is
slowly but firmly
contributing to the
shift towards a more
sustainable business
paradigm.

“

however, where the formalization of labor is still low, finding
professional service providers with approriate management
skills has turned out to be a major challenge. We have been
actively engaged with our contractors to assist in the professionalization of their administration and their labor practices.
It requires time to build up the degree of organizational
development and managerial skills needed, which is why we
are committed to improve our social monitoring program in
this respect.
We are particularly happy about the consistent work carried
out over the last few years with the surrounding communities. Highlights are the outgrower schemes, which have been
expanded in 2015, and the nurseries, succesfully operating
for almost two years. In 2015 we have renewed the contracts
with the families operating the nurseries. In this respect, there

has been significant progress in building up durable relations. Regarding agricultural projects
PAYCO has made an important contribution through two
projects executed through the Trust Fund “Desarrollo Rural
Sostenible“, one of them promoting sesame production in
the communities surrounding Lomas. In addition we are cooperating with the Deutsche Investitions- und Entwicklungsgesellschaft (DEG) in the context of the Technical Assistance
Fund to grow a living barrier along the access road to Lomas
in cooperation with local communities.
All this work was possible due to the commitment and the
hard work of the Sustainability Department, together with
the constant collaboration from UNIQUE. We are positive
that our work is slowly but firmly contributing to the shift
towards a more sustainable business paradigm. In 2016 we
are going to keep aligning our efforts towards a consistent
approach to foster durable environmental and social value
for our wider communities.

Gloria Helman
Head, Sustainability Department
SUSTAINABILITY REPORT 2015
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ABOUT US

We hold ourselves to high standards of transparency and disclosure knowing this is
an essential aspect to keep improving our E&S performance.

Throughout 2015 PAYCO has significantly increased investments in
agriculture and forestry while at the same time advancing environmental and social engagement. We are proud to be further strengthening our cross-sectoral effort to work according to international
environmental and social standards. Furthermore, our cooperation with UNIQUE has allowed for the introduction of up to date
profesional forestry practices while at the same time fostering a rich
cross-sectoral dialogue and international exchange.
PAYCO and UNIQUE have jointly invested in forestry since 2002,
when through their joint venture company they decided to pursue
natural forest management in the Atlantic Forest in Eastern Paraguay (management unit Golondrina). More than a decade has passed
since, and today PAYCO and UNIQUE continue to successfully
manage 5,650 ha of native forests under FSC® certification.
Being the first of its kind, this project has received
national attention, fostering a lively

This is the third edition of PAYCO’s Forestry Proyect Sustainability
Report. This report aims to inform
our stakeholders about our progress
with regards to our plantation forestry
project, particularly with respect to our E&S
performance. The report covers the period from
January to December 2015, and is aligned
to PAYCO’s general Sustainability Report
covering all productive sectors which will be
published by mid-2015.
In addition, we annually disclose our productive, environmental and social performance of
both our plantation forestry and our natural
forest management project through the Public
Summary of our Management Plans.
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exchange and cooperation with universities, research institutions and
NGO‘s all over the country.
Since 2011 PAYCO has decided to extend it‘s forestry activities by
investing in forest plantations currently encompassing an area of
5,317 ha in different management units located in Eastern Paraguay.
This report is the result of an annual exercise of documentation
and analysis of our activities within our highly dynamic reforestation
project. Developing this report gives us the opportunity of
celebrating our accomplishments and sharing
our difficulties with our
stakeholders.

Public
Summary of the
Management Plan Natural Forest

report
s
i
h
t
About

Public
Summary of the
Management Plan Plantation Forestry

PAYCOs
Sustainability
Report

PAYCOs forestry
project Sustainability Report

Following reports
are available at
www.payco.com.py

In 2014 Rioforte Investments S.A. has been declared insolvent. This company holds 100 % of the
shares of EuroAmerican S.A., the main shareholder
of PAYCO. PAYCO however has not been affected.
In 2015 the shareholding structure remained the
same, and PAYCO continues its activities normally.

Deutsche Investitions- und
Entwicklungsgesellschaft
(DEG): Member of the KfW
banking gorup is one of the
largest European development
finance institutions for longterm project and company
financing.

ng
Institutional arra

Invests in 2012 to boost soy,
cattle and forestry business

ements

Rioforte Investments:
holding company of the
Espírito Santo Group (declared
bankrupt), responsible for its
non-financial investments.
The company is present in Portugal, Spain, Brazil, Paraguay, Angola, Congo-Brazzaville
and other countries through
various companies operating
in different economic sectors.
managed more tha 100,000 ha
in Paraguay

PARAGUAY AGRICULTURAL CORPORTATION S.A.

F o re st r y

Cattle

Agric

With a current herd
of 40,500 heads the
company sold over
10,000 heads in
2015

In 2015 PAYCO
harvested over
14,000 ha of soy
and 2,600 ha of
rice.
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tu

service
provider &
manager

UNIQUE

Forest investment project developer
and consultancy company. UNIQUE is based
in Germany and owns
two companies abroad:
UNIQUE Wood Paraguay S.A. in Paraguay and UNIQUE East
Africa in Uganda.

Management of
over 5,000 ha of
natural forest and
over 5,000 ha of
plantations.
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Diversifying production by
integrating cattle
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Producing
timber

In Context: Paraguay‘s Native Forests
The rapid extension of intensive agricultural and livestock production have caused the loss of almost 50 %
of Paraguay’s native forests in only a few decades. The highly threatened Atlantic Forest that once covered 8
million hectares of Eastern Paraguay has been reduced to only 13 %. The remaining forest is partly distributed in protected areas and across fragments that exhibit different stages of degradation. Eastern Paraguay’s
deforestation rate officially dropped by 85 % since the “Zero deforestation law” was issued in 2004. However,
deforestation continues in Western Paraguay (Chaco region). As the national demand for timber widely
exceeds sustainable timber production, illegal logging activities are still prevalent, further contributing to the
degradation of the forest.
SUSTAINABILITY REPORT 2015
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OUR PROJECT AT A GLANCE

We can only be considered succesful if we advance inclusive growth while
responsibly facing global environmental changes.

With only about 65,000 ha of forestry plantations and a largely degraded and fragmented natural forest, Paraguay has turned from
being a net exporter to a net importer of wood and timber products.
In this context we set ourselves the ambitious aim of establishing
10,500 ha of forest plantations in Eastern Paraguay in a timeframe of
7 years. Our project has been constantly growing since the begin-

R
OU

STRATEGY

S
UE

Behind our organization are people with integrity and respect for life.
We engage action-oriented people
with the energy and the enthusiasm to
innovate and the courage to lead.

OU

RA

I
Establish
13,500 ha of net
timber production by 2017,
allocating 3,000 ha for biomass
production and 10,500 ha for
quality timber.

M

OUR
VA
L

Doing business based on
knowledge, research and development while fostering fair
and dueable partnerships with
our stakeholders.

ning in 2013, currently encompassing a planted area of 5,317 ha.
In the heart of this endeavour lies land, and land affects people.
This is the reason why we see ourselves in the obligation of creating value for society, accomplishing inclusive growth. Currently
we are directly affecting around 175 people, including 25 people
directly working for the forestry project at PAYCO and UNIQUE
and 6 contractors with a workforce of around 150 people. In
addition we are impacting the lives of 257 families belonging
to communities with whom we foster active relationships.
Furthermore the way we manage our land has an
OUR VIS
impact that reaches beyond our workers, partners
IO
and other stakeholder,
N
This awareness pushes ourselves to contBuild up and enhance the
inuously improve our E&S performance,
forestry potential in Paraguay
which we are committed to and accounand contribute to the development
table for through FSC® certification,
of a sustainable and healthy national
attained in 2014.
forest and timber sector.

PAYCO
‘s
We establish silvopastoral
production systems by
combining cattle breeding with
timber production,
diversifying the Paraguayan
rural economy,
and fostering cooperation
with the beef production
sector. To date we have
established three benefit
sharing agreements with local
landowners dedicated to
meat production.
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Planted area

2013

Secured land
Average workforce
Communities

Planted area

2014

Secured land
Average workforce
Communities

Planted area
Secured land

2015

Average workforce
Communities

Legend
500 ha of succesfully established plantations
1,000 ha of secured land

Planted area

2020

25 workers and sub-contracted workers
1 neighboring communities we engage with
SUSTAINABILITY REPORT 2015
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OUR MANAGEMENT UNITS

In 2015 we significantly expanded our project by planting 2,164 ha and leasing and
additional area of 1,560 ha, currently securing around 50 % of the target project area.

Ocampo Cu
e

Production Target
Total Planted Area
Production System
Land Tenure
Ecosystem
Description

Quality Timber on 1,860 ha
1,728 ha
Silvopastoral systems in cooperation with the owner
15 year leasing contract since 2014 with Ganadera Piripucú.
Atlantic Forest (deforested decades ago)
Open grassland for cattle farming

Lomas
Production Target
Total Planted Area
Production System
Land Tenure
Ecosystem
Description
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Fuel wood on 3,000 ha
2,051 ha
Silvopastoral systems
Land title
Transition between Atlantic Forest and humid Chaco
Mosaic of open savannas, palm trees and forest islets

On pastures established for
grazing, forest plantations
provide the opportunity
to use the land more efficiently, bringing about
higher returns and economic diversification. When
landowners wish to continue
with extensive beef production,
we offer plantantions designed for silvopastoralism and
benefit sharing from timber
revenues.

R
In

68
0
o
h
anc
Production Target
Total Planted Area
Production System
Land Tenure
Ecosystem
Description

Quality Timber on 1,048 ha
1,048 ha
Silvopastoral systems in cooperation with the owner
15 year leasing contract since 2014 with Ramiro Maluf
Atlantic Forest (deforested decades ago)
Open grassland for cattle farming

Cerro Verde
Production Target
Total Planted Area
Production System
Land Tenure
Ecosystem
Description

Quality Timber on 500 ha
510 ha
Pure plantation forestry system
15 year leasing contract since 2015 with Estela Dávalos
Atlantic Forest (deforested decades ago)
Grassland for cattle farming

SUSTAINABILITY REPORT 2015
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SILVICULTURE, GROWTH & YIELD

Forestry is what we are passionate about: We work with enthusiasm and care to
achieve technical excellency.

We carefully design our project according to the site-species-market matching approach, conducting site, soil and
economic assessments before initiating planting activities.
E. grandis and its hybrids are planted on well drained
sites for the production of quality timber while varieties of
E. grandis x camaldulensis are established on marginal
lowlands for fuel wood production. On a small scale we
also plant native tree species for ecological restoration
purposes.

mass (Fuel wood)
Bio
E. grandis x camaldulensis
7 year cycle

The production cycle for quality timber is around 12 years
during which timely silvicultural interventions such as
pruning and thinning are conducted. The Mean Annual
Increment (MAI) can reach up to 35 m3 per hectare per
year. Fuel wood production is conducted on a 7 year cycle
subject to coppice management after clear cut.
When establishing silvopastoral systems, we introduce
plantations in double rows with wide alleyways in between
for fodder production. Cattle are introduced after one
year of planting for beef production.

Lomas
MAI 21.1 m3/ha/yr
833 trees/ha in
spacings of 6 x 2 m

imber
ity T
l
a
Qu
E. grandis & hypbrids
12 year cycle,
2 prunings +
2 thinnings

Rancho 068

Ocampo Cue

Cerro Verde

MAI 34.6 m /ha/yr

MAI 33.3 m /ha/yr

MAI n.d.

714 trees/ha in double

714 trees/ha in double

1,000 trees/ha in

3

3

rows of (5 x 2 m) x 9m rows of (5 x 2 m) x 9m spacings of 5 x 5 m
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Research and development is part
of our business strategy. We periodically undertake measurements
to produce and continuously adjust
our growth and yield tables. This
allows for timely interventions and
adaptive management.

SUSTAINABILITY REPORT 2015
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RISK MANAGEMENT

The knowledge that effective risk managment poses ever more important challenges
to the land use sector pushes us to increasingly adopt proactive management.

Fire
Fire represents a great risk for forest plantations. In Paraguay this risk is highest during
the dry period between July and October,
while also being important in December
and January, the hotests months of the year.
In 2015 no fire incidents affected our plantations.
In summer fire experts of the European
Forestry Institute (EFI) visited our sites, identifying high risk areas and giving recommendations regarding appropriate prevention measures and fire fighting equipment.
Based on this assessment we are currently
improving our fire prevention strategy.
Throughout the year we installed and maintained fire breaks, carried out fire fighting
modules in each management unit and
used our early warning signs for fire risk.

18
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Pests & Diseases
Genetic variability is the key for strong plantations, particularly when considering the
lack of experience with eucalyptus clones
in Paraguay. This issue also ranks high due
the infestation of the gall wasp (Leptocybe
invasa) we have been experiencing since
2012 in Lomas. Improving genetic variability
has been an important challenges during
the previous years, as suitable genetic material is scarce. Finally this year we were able
to considerably improve genetic variability
with the introduction of new professional
nurseries in the paraguayan market. As
a consequence in our recently acquired
management unit Cerro Verde no one
variety (clone) has more than 15 % share of
plantations. .
This year we also decided to harvest 171
ha of plantations severely infested by the
gall wasp in Lomas. These plantations were
planted qith a particularly vulnerable hybrid
which will be substituted by a clone showing
higher resistance.

Reputation
Paraguay‘s rural sector has not been dealt
with integrally for many years. This has
led to a widening disparity between the
success of agrobusiness and the struggles of
small-scale farmers. As a large scale agrobusiness in Paraguay, we are aware of our
exposure and visibility in this regard.
Throughout the last years environmental
and social aspects have been institutionalized and significantly strengthened across
our business operations.
In the long run we hope that the increasing
integration of these aspects will permeate
all levels of management and all sectors
equally and systematically.

Climate
Longer dry periods and heavy rains have
hampered production during several periods of this year. In spring “El niño“ brought
about massive flooding with devastating
consequences for thousands of people displaced from their homes. The rain did not
go unnoticed in Lomas, where we lost 347
ha of newly established plantations due to a
flood that lasted about 2 months.

SUSTAINABILITY REPORT 2015
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ECONOMIC PERFORMANCE

Economic sustainability is a cornerstone of forestry investments, requiring long-term
commitment to responsible business practices.

Site & soil
preparation
20%

Inputs
30%

Plantation
10%

Maintenance
40%

Cost struc

ture of pla
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In 2015 PAYCO invested 2.6 million USD in the reforestation
project, summing up to a total investment volume of close to
6 million USD since the beginning of the project. The operative
cost structure of plantation establishment remained the same as
in previous years varying between 1,400 to 1,700 USD per ha
until first revenues are generated. However the required re-establishment of 347 ha due to the flooding in Lomas will increase
the investment per hectare on these areas. These costs will only
be perceived in 2016.
Due to the long-term nature of forestry investments, most of
the revenues are going to be realized by the end of the cycle.
This, of course, implies managing risks and dealing with uncertainties. When analyzing from a sustainability point of view, such
a cashflow profile fosters the responsible management of our
business. As demonstrated by our investment volume, we are
very confident in the perspectives of our forestry project.

Our investments in Sustainability
In 2014, PAYCO officially adopted guidelines to further
strengthen it‘s overall performance on Corporate Social
Responsibility, establishing that 3 % of the free cash
flow of a given year shall be allocated exclusively for
this purpose the next year, with a minimum annual
budget of USD 120,000. In addition, the Sustainability
Department is assigned a separate budget for environmental management, E&S monitoring, certification and
operating costs.
In 2015 the Sustainability Department effectively
spent over 270,000 USD on all aspects related to the
Sustainability Department. This amounts to three times

the amount spent in 2014. On the other hand this
represents only roughly 60 % of the budget.
The lower execution is related to projects and activities which were not conducted as previously planned,
mostly in sectors not involving forestry. The difference
can also partly be explained due to the uncertainties
bound to this relatively new Department with non
traditional tasks.
For 2016 a total amount of 370,000 USD is budgeted,
comprising the minimum annual budget of 120,000
USD for Corporate Social Responsibility.

SUSTAINABILITY REPORT 2015
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OUR E&S MANAGEMENT SYSTEM
E&S considerations are becoming an integral part of our business from project
inception to monitoring and reporting.

Technical E&S risk
and impact
assessment

Forest
management
planning

Reporting &
Disclosure

Analysis,
review and
improvements

In 2015 we significantly strengthened our Environmental &
Social Management System by getting into the routine of
systematically screening every management unit for E&S
risks, designing appropriate mitigation measures, monitoring success and implementing improvements accordingly.
One significant highlight of the year was the implementation of our environmental monitoring system throughout all
of our management units.
In Mai 2015 we successfully underwent our third FSC® audit, not without the duty of fulfilling a number of corrective
action measures. The main improvements required are an

22
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May 2015:
Succesful
approval of
the FSC audit

Forest Information
System and
E&S Monitoring

even more stringent control over our sub-contracted workforce and the analysis of High Conservation Values (HCV)
in the natural environment surrounding our production
areas of Ocampo Cue and Rancho 068.
Responding to this we compiled and analyzed lessons
learned from our social monitoring system after two years
of implementation, and introduced significant reforms that
will be implemented in 2016. With regards to the HCVs,
we commissioned two respected professionals with long
trajectory in Paraguay to conduct an HCV assessment.

Organizational Capacity
The Sustainability Department was established in 2014
to integrate E&S related goals throughout PAYCO’s activities, following their mandate given by PAYCO‘s E&S
Policy formulated in 2014. To date, the team is integrated by six people: one coordinator, one environmental manager, three community liaison and health and safety
officers and one forest ranger.
In the forestry sector, UNIQUE manages the FSC® certification and hereby works closely together with PAYCO’s
Sutainability Department. UNIQUE organizes and
coordinates audits, keeps track of improvements and
measures and coordinates the design of the related E&S
monitoring program.

Markus Grulke, Managing
Director of UNIQUE forestry and land use (left) and
Rafael Ortiz, Managing
Director of UNIQUE Wood
Paraguay (right)

Sustainability Department

María Gauto,
Community Liaison and Health &
Safety, Golondrina

Gloria Helman,
Coordination

ity
Eder Ocampos, Commun
fety,
Sa
&
h
alt
Liaison and He
068
ho
nc
Ocampo Kue and Ra

Alicia Alvarez, Community
y,
Liaison and Health & Safet
Lomas

Gisselle Villalba,
Environmental Management

Gustavo Helman
, ranger &
indigenous peop
les,
Golondrina
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ENVIRONMENTAL PERFORMANCE
Healthy ecosystems are the the most important allies of sustainable forestry.

24
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LAND USE & PROJECT DESIGN

Our forest operations are designed to match each particular site in a way to avoid
habitat loss and fragmentation.

Lomas

3,000 ha
identified for
forestry on
natural and
implanted
pastures
1,122 ha
of natural
forest

782 ha of
cattle

343 ha of
dense palm
stands
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Lomas is located at the margin of the
Paraguay River, belonging to a transitioning environment between the
humid Chaco and the Atlantic Forest.
This region is a mosaic of ecosystems,
combining woods with savanna, which
is dominated by palm trees (Copernicia alba). In this mosaic, various
species of trees, shrubs, and coarse
grass develop and are associated with
numerous species of fauna adapted to
this diverse environment.
In Lomas we establish plantations on natural pastures maintaining a mosaic of different habitats.
Set aside areas comprise natural forests, dense
natural palm stands on savannas and the areas
adjacent to streams and rivers.
The mosaic environment found in our project
area comprises a planned production area of
3,000 ha, 343 ha of dense palm stands, 1,122 ha
of native forests and 190 ha of transition areas
between plantations and natural forests, and next
to streams and rivers. On these areas native tree
species are planted for ecological restoration
purposes, encompassing 7,000 plants in 2015.
The remaining area of the management unit is
distributed on lowlands seasonally affected by
floods and infrastructure.

Rancho 068
1,048 ha
of forestry
on established
pastures

2,951 ha
of natural
forest
2,426 ha of
cattle and
agriculture

984 ha of
lowland

Ocampo Cue

Rancho 068, Ocampo Kue and Cerro
Verde are located in the rolling hills of
Eastern Paraguay. This region, once
dominated by the dense and highly
threatened Atlantic subtropical dry
broadleaf forest, displays fragmented
patches of natural forest in different
stages of degradation. Currently
the landscape is dominated by large
productive areas mainly dedicated to
agriculture and exstensive beef production.
In Rancho 068 and Ocampo Kue plantations
are implanted on artificial pastures to establish
Silvopastoral Systems. In Cerro Verde planting is
conducted on land previously used for grazing, but
currently 100 % converted to forestry.
The introduction of trees in this environment can
provide diverse environmental benefits, such as erosion control and carbon sequestration. In case of
Silvopastoral Systems, this effect compensates for
carbon emissions produced by cattle. In addition
trees provide shelter for cattle, allowing for greater
animal welfare.
It should also be noted that in highly fragmented landscapes forest plantations can contribute to
enhancing habitat connectivity, even when talking
about exotic species.

1,728 ha of
forestry on
established
pastures

6,224 ha of
cattle
1,372 ha natural
forest

Cerro Verde
415 ha of
natural
forest

658 ha suitable for forest
plantations
on implanted
pastures
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ENVIRONMENTAL IMPACTS

We implement our forest operations with great care to minimize our negative
impacts on the environment and monitor the environmental components we are at
risk to harm.

Mitigation measures are designed to minimize negative environmental impacts our project may cause. These are based on environmental and social baseline studies and environmental impact
assessments conducted in every management unit. Particularly
relevant aspects are:
p habitats and biodiversity loss through land use change;
p 
compaction and soil erosion due to soil preparation and harvesting activities, particularly with machinery;
p 
disturbance of biodiversity, water and soil through non controlled pesticide use and inappropriate disposition of hazardous
waste;
p 
changes in water quality of superficial and underground water
bodies through fertilizer use and sedimentation caused by
forestry operations;
p 
littering, inappropriate waste disposition through increased
human presence in areas lacking public services.
Many of the above mentioned impacts are mitigated most
effectively when they are considered during the planning phase.
After land use planning is conducted respecting environmental
and landcsape criteria, we initiate forest operations. Site and soil
preparation are carried out with GPS to ensure compliance with the
management plan. Heavy machinery mostly circulate on already
established roads.
All inputs applied for forestry operations are strictly controlled and
quantified. When applying herbicides and pesticides, recommended
doses are respected. Care is taken to use directional appliaction
methods and follow best practices by avoiding application close to
water bodies and during rainy or windy days.
By far the most important and damaging pest for
our forest plantations are leaf cutting ants,
which are common across all of our

plantation units. Hence for ant control we use products based on
Fipronil. Although Fipronil is classed as a WHO Class II moderately
hazardous pesticide, it has been banned in the EU for certain crops
due to its high toxicity to bees. Furthermore it has also been proven
to be highly toxic to fish and aquatic invertebrates. This has led the
FSC® to classify it as highly hazardous. While there are no alternatives, we are actively engaged in FSC®‘s “Pesticide derogation Process“. In 2015 we initiated cooperation with the Paraguayan Institue
for Agrarian Technology and conducted one trial with the Beauveria bassiana, an entomopathogenic fungus used as a biological
insecticide to control a number of pests. Unfortunately results were
not promising. In 2016 we will initiate trials with the aim of improving pesticide targeting and lower the doses as much as possible.
Herbicides are used specifically targeting the area around young
trees. Lime is only applied when recommended due to high acidity,
while fertilizers are applied only during planting.
In 2015 the construction of the new deposit for appropriate
chemical and pesticide storage has been completed in Lomas, while
the construction of a deposit for empty containers of hazardous
material was initiated. Furthermore measures have been introduced
to improve our waste management system. All hazardous waste is
appropriately stored and removed by an accredited company. Waste disposition has also been planned and improved in Rancho 068
and Ocampo Kue, while in Lomas an integral waste management
reform is underway.

Total inputs in 2015
Input
Insecticide
(ant control)
Herbicide
Adherent

Fipronil (baits)
Glyphosate

Fertilizer

NPK

Lime

Calcium
Water

Gel
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Active Principle
Fipronil
(dilution powder)
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Lomas

Rancho 068

Ocampo Kue

Cerro Verde

21,170 gr.

6,200 gr.

7,035 gr.

14,905 gr.

11,000 gr.
930 l

----390 l

12,700 gr.
1,238 l

21,700 gr.
264 l

----7t

5t

20 l
24 t
-----

-----

140,000 gr.

-----

24l
30,888 Kg.
18,000 gr.

47 l
21 t
----79,500 gr.

We evaluated our performance against the environmental
indicators set in 2014. Based on
our results in 2015 and our own
experience we are in the process
of improving our indicators and
harmonizing our environmental monitoring system accordingly.
In 2015 we hired experts to
conduct fauna and water
assessments in several management units according
to our monitoring schedule. In addition we assessed
correct waste disposition,
storage and recycling of
hazardous waste twice in
every management unit.
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Environmental indicators

Current status

The average area affected by fire will not surpass 50 ha
in Lomas, 30 ha in Rancho 068 and 10 ha in Ocampo
Kue in a timeframe of 10 years (2014-2024).

No fire calamities registered in 2015.

Water quality will be maintained or improved with
regard to baseline studies in Lomas in 2014.

Water quality was maintained.

By 2018, 70 % of all water courses are protected in
every management unit.

Streams and rivers with riverine forests according to the law‘s disposition in all management
units.

The area of native forests will be maintained in Lomas.

The area of forest was maintained.

The average number of species of fauna observed by the
means of environmental monitoring shall be maintained between 2014 and 2024.

No data. At the moment only baseline studies
have been conducted.

By 2018, 70 % of all management units will implement adequate waste management.

To date, 50 % of the management units implement appropriate waste management (Rancho
068 and Ocampo Kue).
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Results of th

Fauna assessments are
commissioned to experts once a year in every management unit. In 2015
baseline studies were conducted in Ocampo Kue and Rancho 068. A local expert carried out quick surveys spending one day in each management unit. Considering
the limited time, a relatively high number of species could be found. Only the marsh
seedeater, a bird found in low pastures, identified in Rancho 068 is of conservation
interest (classed as endangered by the IUCN). Due to the short time of the study, however, results must be considered carefully. The studies gave us a first idea of species found and of what to look for when conducting monitoring. Further monitoring
will reveal more information helping to complete and adapt the monitoring list.
Furthermore the first annual monitoring in Lomas was pushed back due to the flooding in spring 2015.
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Ocampo Kue
ing
53 bird species grouped in 27 families, represent
p 
7% of the birds registered in Paraguay.
11 amphibious species grouped in 4 families, repre
p 
senting 12% of the country.
p 2 mammals.
idenNo species of special conservation status have been
tified.

Results from Rancho 068
Species encountered were:
51 bird species grouped in 26 families, reprep 
senting around 7 % of the birds registerd in
Paraguay.
ilies, reprep 10 amphibians grouped in 3 fam
senting 12 % of amphibians registered in the
country.
p 1 reptile and 3 mammals:
None of the species identified had a conservation status except for one bird: The marsh seedeater
by
(Sporophila palustris), classified as endangered
res.
pastu
low
to
d
the IUCN. The species is associate

Species recommended for monitoring:
ris),
Birds: Rusty-collared seedeater (Sporophila colla
p 
ps;
swam
LC (IUCN) typically found in pastures and
tawny-bellied seedeater (Sporophila hypoxantha)
found in low grasslands.
Amphibians: Two toad species, Melanophryniscus
p 
fulvoguttatus (LC - IUCN)and Pseudis platensis
al
(Data Defficient - IUCN), both typical of subtropic
moist shrublands.

Species recommended for monitoring:
Birds: Marsh seedeater (Sporophila palustris),
p 
endangered (IUCN) typically found in pastures; the blue-fronted amazon (Amazona aestiva) considered of Least Concern (LC)by the
.
IUCN, found in forest, woodland and savanna
Amphibians: striped tree frog (Hypsiboas cain
p 
gua) found in forests and grassland, considered of LC by the IUCN.
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Water monitoring
results
Water monitoring is conducted annually, and
twice a year in Lomas due to rice farming
activities. In 2015 water monitoring wells in
Lomas were constructed.
Lomas - first monitoring in 2015
In Lomas water analysis took place twice, in
April and in September, in the 22 sampling
points determined during the baseline study
in 2014. The 22 sampling points encompass 7
monitoring wells and 4 wells used for drinking water. Of the latter 2 are located in the
neighboring communities.
For superficial water bodies similar to the analysis conducted in 2014, most of the tested
parameters showed to be within allowable limits
by national law. In a few sampling points phosphorus, iron, ammoniacal nitrogen, arsenic and
turbidity slightly exceeded permitted concentrations.
The analysis detected relatively high conductivity, turbidity and total dissolved solids in the
groundwater.
Drinking water wells revealed to have a very
low concentration of total coliforms, sometimes
including fecal coliforms (< 20 colony forming
units/ 100mL).
Rancho 068 - first monitoring in 2015
In Rancho 068, three water samples have been
taken on superficial water courses, upstream and
downstream of forest plantations. All parameters
showed to be within permisible limits. The water
exhibits low conductivity, a slightly acidic pH and
low content of nutrients such as phosphorus and
nitrate. No substantial variations have been detected when compared to the results of 2014.
Ocampo Kue - first baseline study in 2015
Water analysis was carried out to determine baseline
values from four samples: three of superficial water
bodies and one of the tank used for drinking water.
Superficial water revealed to have a relatively high
content of solids and subsequent conductivity. Total
phosphorus turned out to be higher than allowable limits. The water in the tank revealed a low concentration of total coliforms, including fecal coliforms (< 35
colony forming units/ 100mL).
Recommendations were developed to increase sanitation
in drinking water facilities where fecal coliforms were
found.
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SOCIAL PERFORMANCE

Engaging with our stakeholders has opened up many alternatives to
enrich our project through fruitful cooperation, exchange and learning.
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STAKEHOLDER ENGAGEMENT

Every day each person in our organization makes choices and decisions that affect
the way our wider communities experience us.

With each new management unit, we incoporate additional
partners and stakeholders into our stakeholder engagement plan. All of our stakeholders are encouraged to
openly issue complaints or suggestions through an accesible mechanism and our Community Liaison Officers.
In Cerro Verde our workforce increased by around 38
people. The sub-contracted staff is partially made up by
members of the indigenous tribe Ache, which currently
account for around 30 % of the workforce in this management unit. With an increasing number of people
and increasingly diverse backgrounds and heritages,
communication becomes ever more important. Effective
communication implies that we must acknowledge and
respect different ways of perceiving the world. Therefore
we incorporate local Community Liaison Officers that are
familiar with local traditions, language and mindsets.
In 2015 our Community Liaison Officers showed con-

Description/ unit
Bad working conditions provided by the
contractor/ Ocampo Kue
Lack of vegetables and
fresh food. / Lomas
Lack of capacity in the
kitchen /Lomas

Fire

Affected
party
Internal /
Workers
Internal/
workers
Internal/
workers

Dirty water stored in the Internal/
provision tank. / Lomas workers
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Bad conditions of the
access road / Lomas

Community
members

The speed of the vehicles
entering / Lomas

Community
members

PAYCO

sistent presence in the neighboring communities of our
management units, implementing projects and receiving
and giving due follow-up to grievances. Throughout the
year 17 meetings with communities were registered, 14 in
Lomas, 2 in Ocampo Kue and 1 in Rancho 068. Most of
the meetings were held to discuss community projects, although in Lomas 20 % of the meetings aimed at resolving
grievances. There was an increase in grievances in Lomas
compared to 2014, which for us is a sign of improved communication. Grievances registered in other management
units are very few.
PAYCO has also acted as intermediary between communities and governmental agencies to facilitate the effective
provision of public services. In January 2015 PAYCO cooperated with the Government excavating the access road to
the community Segunda Reconstrucción to asisst with the
installation of a water provision pipeline.

GRIEVANCES
Measures taken
Since the complaint was issued in
January the contractor has been
strictly monitored, improving conditi
ons for the workers in terms
of food and fair payment.
Food provision was better controlled.
Communication with the kitchen staf
f improved food provision on
time. The service was monitored con
tinuously after this.
The tank was cleaned and subsequ
ently monitored.
PAYCO graveled the road and waters
it during harvesting time
(rice). A community project for inst
alling a hedgerows started in
2015.
Speed limits were recurringly disc
ussed with the contractors and
drivers. Speed limit signs and spee
d reductors were installed.

ders
l
o
h
e
k
a
t
s
d
n
Our partners a
Rancho 068
Forest managers (UNIQUE)
Forestry contractor
Machinery contractor
Sub-contracted personnel
Nº Permanent

Diana Quiroz
Reinerio Benitez
Agustín Espínola
6

Nº Average

20

Accommodation provided

No

Origin of majority of worker
(distance from the unit)s

Kororo‘i
(neighboring)

Neighboring communities
(number of families)

Kororo‘i (70)

Lomas

Ocampo Kue

Cerro Verde

Alvaro Ramirez,
Nelson Roa
Samuel Mujica

Ismael Rojas

Javier Torres

Rosalino Gil

Mariano Agüero
Agustín Espínola

Dionisio Romero
Acacio Hubner

6

5

n.d.
35

40
Yes

35

Yes

Yes

Villa del Rosario
(8 Km)

San José
(neighboring)

Laurel (15 Km) ;
Yvy Pyta (50 Km)

Segunda Reconstrucción (109);
Kerambu (13)

San José (65)

None
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LABOR PRACTICES

Fair and long-term working relations can profoundly affect the sustainability of the
rural communities where our operations are based.

Labor relations and working conditions are traditionally considered
challenging in the forestry sector. This is often related to the fact
that forestry projects operate in remote areas with little or absent
formalization. Due to absence of professional service providers
in rural Paraguay, our contractors lack experience in managing
personnel. We have been providing assistance and organizational
support with varying degrees of success, as this normally turns out
to be a fairly slow process. However we are witnessing a steady improvement in this regard and are confident in our capability to build
up viable and durable enterprises led by local people.
In 2015 we evaluated our performance through the perception of
the contractor ‘s staff except for Cerro Verde, which is going to be
introduced in 2016. Although these responses are not representative do the large fluctuation and the low frequency of the asessment
they do provide an idea of prevailing conditions.
As can be observed in the figure below, contractors comply with
child labor regulations with very few exceptions that have immediately been addressed by appropriate communication and termination of the situation. Also contractors usually keep a salary settlement
notice. This has been controlled fairly often which is reflected in the
high rate of compliance. The salary settlement notice has been introduced as mandatory in all management units after bad practices
had been detected by low or delayed wages. Formal contracts and
social security however remains a big challenge. Due to the local
culture and the lack of other forestry enterprises, staff retention is
low, posing significant challenges to formalization. Currently social
security provisions on permanent staff accounts for 10 to 20 % of
the workforce with about 5 to 6 people in each management unit.
The number of personnel registered in the legal system has decreased with respect to last year, particularly in management units whe-

Working conditions for sub-contracted personnel

ACCIDENTS
Description/ unit
Snake
bite /
Ocampo
Kue

Motorcycle
accident
/ Lomas
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re the amount of work has decreased due to the completion of the
planting season, and due to lack of compliance with administrative
procedures that should be conducted by the contractors.
In 2015 training modules were carried out on fire prevention and
first aid in all management units except for Cerro Verde. Safety
equipment was purchased for the staff in this new management
unit. However the consistent use and maintenance of this equipment remains a challenge in all management units. As per contract,
PAYCO provides the equipment to all workers every two years, whereas the contractors are obliged to substitute broken and damaged
equipment when this occurs before this time period. To date, contractors are often resisting the fulfilment of this requirement, which
leads to equipment being used in a bad state. When assessing the
provision of safety equipment in the field, results indicate a big
difference (between 15 and 65 % of compliance in the different management units), as can seen in the figure below. In 2016, a strategy
is going to be developed to foster higher compliance with regard to
safety equipment and the promotion of social security.
Regarding living conditions, appropriate housing has been provided in the new management unit Cerro Verde, summing up to
accommodation being provided in three management units considering also Lomas and Ocampo Kue. In Rancho 068 the personnel
all live in the neighbouring community.
When asking the staff about job satisfaction, results are positive
(see the Figure on page 39). Most parameters were given a score
between 3 and 4 in Lomas and 2 and 3 in the other management
units, in a scale from 1 to 4, being 4 the highest score. It can be
noted that compliance with working conditions and job satisfaction
rank highest in Lomas, where we have the longest relationship with
our contractor.

Measures taken
The injured person was taken
to the nearest hospital. The area
is kept clean and weeded as
it is close to the kitchen. First
aid kits were provided to the
kitchen.
The injured person was assisted.
Due to speeding and non compliance of security measures
(helmets, lights, speed limits)
the worker was cautioned. More
attention was paid in enforcing
transit groundrules.

100 %
100 %
100 %
88 %
100 %
88 %

Salary settlement notice
Salary settlement notice
Social security

15 %

Social security

64 %

24 %
15 %
24 %

Use of Safety Equipment
Use of Safety Equipment

64 %

24 %

100 %
55 %

24 %

100 %
55 %

No child labor

90 %

No child labor
Contract

43 %

Contract

Lomas

Rancho 068

Lomas

62 %
62 %

62 %
62 %
43 %
Ocampo Kue

Rancho 068

Ocampo Kue

100 %
97 %
100 %
97 %
90 %

Job satisfaction and working
conditions of sub-contracted
personnel for forestry activities
was assessed based on 14 interviews in Lomas, 29 in Rancho
068, while for Ocampo Kue interviews were carried out in two
occasions with 15 and 25 people.
Job satisfaction of sub-contracted personnel
Salary

Salary settlement notice
Job satisfaction

Social security
Food

15 %

Use of Safety Equipment
Transport

24 %
24 %

1(--) Lomas

2,7

2,0
2,5
2,3

2(-)
Rancho 068
Lomas

3,8
88 %

2,9
2,964 %

No child labor
Accommodation
Contract

3,8

2,8
2,7

55 %
2,9

2,7

62 %
62 %
43 % 3(+)
Ocampo Kue

Rancho 068

100 %
100 %

3,6

100 %
3,5
3,7 90 %

100 %
97 %

4(++)

Ocampo Kue
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In 2015 we have
re-formulated our social monitoring
system. Our goal is to implement a stricter control
over our contractors and the working conditions
provided. Our progress is going to be reflected
against a set of indicators that can capture this
aspect. In addition we aim to continue improving
our communication system and working with
neighboring communities.

Social indicators

Current status

50 % of PAYCO’s permanent and temporary employees
come from local communities.

Not assessed in the scope of this report.

At least one member of 50 % of the neighboring families finds a temporary job at PAYCO.

Not assessed.

80 % of the families of Segunda Reconstrucción will
have access to safe drinking water by 2016 (basline in
2014 is 0 %).

Achieved in January 2015 with the assistance in
providing a water provision pipeline.

80 % of the families of Segunda Reconstrucción have
access to three-phase-electric power.
In each community, at least one value chain of one product supported by PAYCO has been developed.
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Not achieved. A cooperation with the Government
was not possible due to lack of funding of the
agency.
Achieved, as we introduced the Outgrower Sheme
in each community, in addition to other agricultural value chains in the communities by Lomas.

COMMUNITY
PROJECTS

Outgrower schemes

We are very happy to communicate that to date we maintain outgrower schemes with all of our neighboring communities. In 2015
outgrower schemes were established in Rancho 068 and Ocampo
Kue, while the system is ongoing in Lomas since 2014. All of our
outgrower schemes are established with eucalyptus plantations in
silvopastoral systems. In total, our outgrowers benefit 19 smallholders and encompass an area of 22 ha.

Nurseries

By the end of 2013, we assisted six families from Segunda Reconstrucción and Kerambú to establish tree nurseries. This project
has been succesful ever since. In 2015 both nurseries reached the
production target of the initial business plan developed in 2014 with
the production of 20,000 plants each. Due to the positive cooperation, a new business plan was developed and agreed upon. In 2015
one of the families decided to branch out establishing a third nursery. Nurseries produced over 3,000 plants each, providing 7,000
native seedlings for ecological restoration purposes in Lomas and
1,900 fruit trees for the establishment of a hedgerow in Segunda
Reconstrucción. The nurseries received ongoing technical support
and inputs provided by our local forest engineer and our community development staff.

Living barrier

With the assistance of the Deutsche Investitions- und Entwicklungsgesellschaft (DEG) we established a community hedgerow along

the
access road to
Lomas in the community Segunda Reconstrucción. 1,900 fruit trees were planted in front of the houses of 70
families. Technical assistance and growth monitoring was conducted
by UNIQUE‘s staff. We hope this project will improve the relationship
with the community since the use of the road by trucks associated
to PAYCO has been the main subject of grievances during the last 2
years.

Sesame production

In 2015 we continued with the agricultural project conducted in
the context of the trust fund Desarrollo Rural Participativo, in which
PAYCO is investing in together with other companies. This project
assisted 20 producers with sesame production on 31 ha in the
surroundings of Lomas. Farmers received financial and technical
support for agricultural prodiction. In 2015 harvesting and commercialization took place. The continuation of the project will depend
on the farmers‘ interest and will be evaluated in 2016.

Vegetable Gardens

We assisted 4 families of Segunda Reconstrucción and Kerambu
developing a business plan to produce vegetables for commercialization in Lomas. First training modules took place in October.
However activities were interrupted by the flood and are expected
to continue in 2016.
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OUTLOOK AND FUTURE
PERSPECTIVES

When looking through this report, we surprise
ourselves by the dimensions and the outreach our
project is acquiring. 2015 has been a year of hard
work, dedication and enthusiasm that resulted in
more than 2,000 ha of established plantations, a
newly incorporated management unit, a successful
FSC® audit and many improvements in our environmental and social management system.
The year has also brought important challenges. The massive destruction caused by the flood
in Lomas brough to light our vulnerability when

exposed to extreme environmental events. This
experience reminds us to remain humble but also
motivates us to actively foster environmental and
social improvements times of global environmental
changes of increasing complexity.
We begin 2016 with many plans, more experience and a motivated and knowledgeable team that
has proven to be at the heart of our success. We
look forward to another year of growth and benefit sharing amongst the people that make out who
we are.

www.payco.multired.com.py

www.unique-landuse.de

