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FOREWORD

Message from the Executive Director and the Head of the Sustainability Department

It is with great satisfaction that we are introducing the fourth
edition of the PAYCO Forestry Sustainability Report. In a
continuous effort since 2013, this product is the result of an
annual reflection and summary of our forestry operations,
focusing on our environmental and social performance. We
hope this reports fulfills the expectations of our stakeholders
and the public in general, as we make significant efforts to
communicate transparently and accurately, holding ourselves
accountable for our business transactions. Along similar lines,
we will soon publish our general Sustainability Report, prepared in accordance with the Global Reporting Initiatives (GRI).
The latter is wider in scope and includes the whole spectrum
of PAYCO‘s activities. Our forestry operations, however, are
reported more thoroughly, undergoing a deeper qualitative
assessment, as we hope you may appreciate throughout this
report.
Our forestry segment has been the front-runner in undergoing significant reforms in terms of environmental and
social management, underpinned by the FSC® principles
and certification. This process began with FORCERPA, the
first certified natural forest management project in Paraguay (FSC® C009811), that we manage in joint-venture
with UNIQUE since 2002. Between 2011 and 2013, in close
cooperation with our technical partner and forest manager
UNIQUE, our plantation forestry project took shape, achieving FSC® certification in 2014 (FSC® C117138 ). This had
profound implications across our entire investment portfolio,
triggering improvements in the management of grains and
cattle as well. In 2016, a significant highlight has been the
certification of our soy production by the Roundtable on
Responsible Soy (RTRS) in our management unit Golondrina.
The accreditation by the RTRS increases the scope and scale
of our environmental and social management system, which
we have been institutionalizing through our Sustainability
Department since 2013.
In 2016 we have expanded our plantation forestry project
by 338 ha, summing up to a total established area of
5,758 ha. With the inclusion of the new management unit Isla
Yovai, we are currently producing biomass and timber on six
different sites in eastern Paraguay, two of which are our own
property. Around 80 % of our plantations are established
under silvopastoral systems that are largely conducted in
cooperation with landowners dedicated to beef production
on leased lands. We strongly believe in the economic, environmental and social benefits of these systems, which also
contribute to the diversification of the farmer ‘s economy. The
reliance on such agreements for project expansion, however,
also poses challenges to our work. Beef producers are often

weary to invest in forestry due to its cashflow profile, which
does not allow for short term revenues when compared to
other commodities. This has been the main reason behind
the relatively modest project expansion in 2016 compared
to previous years. Nevertheless, we are confident about new
prospects in 2017, as the word goes around about our succesful cooperation with the beef sector to date.
Throughout the year, we have made significant advances
on the environmental and social fronts. In terms of Health &
Safety, we have increased the compliance with safety procedures among our sub-contracted workforce and improved the safety of our infrastructure. In a constant effort to
address one of our most important challenges, we have
been working in close cooperation with our contractors to
improve the management of their personnel. In this regards,
the improvement of our monitoring system is 2016 allows for
greater control of working conditions and a deeper assessments of productive and socioeconomic significance. We
have also improved our methods to identify High Conservation Values on the natural ecosystems of our sites. To increase
the relevance of such assessments, we have deepened the
exchange with environmental organizations and biologists
we cooperate with. The goal is to improve communication
and understanding among professionals working on production and protection, so that we can adapt our management
to better contribute to the conservation of ecosystems and
their services, such as biodiversity.
To our great satisfaction, our work with communities has
been steadily advancing in 2016, increasing our impact in
the region and fostering inclusive growth. A highlight has
been the important increase in the scale and scope of the
outgrower schemes, from 19 producers on 26 ha in 2015 to
41 producers on 57 ha in 2016. In the framework of a project
initiated in 2017 with funds from the US debth exchange, we
are cooperating with UNIQUE and one of Paraguay‘s largest producer associations (Asociación Rural del Paraguay)
to further expand outgrower schemes throughout the next
years.
The achievements in 2016 have been possible due to the
engagement of the Sustainability Department and the cooperation of UNIQUE. The gradual incorporation of environmental and social dimensions into the management level has
fostered a steep learning curve among the staff, often triggering the necessary stir required for changes of paradigm. Still,
we are aware that much work is to be done. On this note,
we look forward to another year, in which we will continue
working hard to achieve business operations that integrate
environmental and social values in its core.

Our forestry segment has been the
first undergoing significant reforms
in terms of environmental and social management, underpinned by the
FSC® principles and certification
since 2014 (FSC® C117138 ). This
had profound implications across
our entire investment portfolio,
triggering improvements in the
management of grains and cattle as
well.

Luis Enrique Arréllaga
Chief Executive Officer PAYCO

The introduction of environmental
and social dimensions into the management level has fostered a steep
learning curve among the staff,
often triggering the necessary stir
required for changes of paradigm.
Still, we are aware that much work
is to be done.
Gloria Helman
Head of the Sustainability Department
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ABOUT US

Our institutional arrangements are complex, therefore we sketch them out for you to
unravel.

History and
institutional structure

2013

Establishment of PAYCO

Deutsche Investitions- und
Entwicklungsgesellschaft (DEG)
The DEG is a wholly-owned subsidiary of the KfW
Group, the german development bank. The DEG
promotes business in developing and emerging
economies by making long-term financing and advice
available to private enterprises investing in these
countries.

PAYCO‘s
investments in 2016
Paraguay Agricultural Corporation S.A. (PAYCO)

UNIQUE Group

PAYCOs origins can be traced back to Sociedad Agrícola Golondrina S.A. (SAGSA), established in Paraguay
in 1974 by the Espírito Santo Group. Through DEG‘s
investment, the company was re-structured under the
name of PAYCO in 2013. PAYCO manages more than
100,000 ha in Paraguay, investing in grains (mainly soy,
maize and rice), cattle and forestry.

UNIQUE is a forest investment project development and consultancy
company based in Germany with two
subsidiaries, UNIQUE Wood Paraguay
S.A. in Paraguay and UNIQUE East
Africa in Uganda. UNIQUE manages
all of PAYCO‘s forestry investments.

Scope of this report: Plantation forestry

2012

The DEG invests in Rioforte to boost investments in forestry, grains and cattle in
Paraguay

Total area planted
(soy, corn, whaet &
millet) : 12,766 ha

Rioforte Investments
2009

Establishment of
Rioforte Investments by the Espírito Santo
Group

Natural forest: 5,650 ha
Panted forests: 5,758 ha

Rioforte is a holding company that executed the
non-financial investments of the Espirito Santo Group,
declared bankrupt in 2014. Rioforte operates in
Portugal, Spain, Brazil, Paraguay, Angola, Congo-Brazzaville and other countries through various companies
operating in different economic sectors. In Paraguay,
Rioforte managed over 100,000 ha.

Herd: 38,013 heads
Sale: 9,223 heads

1974

About this report
This is the fourth edition of the PAYCO Forestry 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
2016. Significant changes with respect to last year are the
inlcusion of our forest plantations in our management unit
Golondrina, which have already been established in 2015.
The introduction of Golondrina, although only encompassing 37 ha of plantations, introduces a number of social
projects that PAYCO already conducts since 2012, as the
company is settled in Golondrina since the 1970s and
conducts a myriad of operations on the site.
This report is aligned to PAYCO’s Sustainability Report,
which informs about all productive sectors according to
the standards set by the Global Reporting Initiative, which
will be published by May 2017. In addition, we annually
disclose our productive, environmental and social performance of both our plantation forestry and our natural
forest management projects through the Public
Summary of our Management Plans, available
under www.payco.com.py..

The Espírito Santo Group creates SAGSA
for its investments in Paraguay
Doing business based on knowledge, research and development
Respect for life

Transparently engaging with our stakeholders

Silvopastoral systems allow for the coexistence of
grass, cattle and trees simultaneously in the same
area. Depending on the natural conditions, they
may provide the opportunity to foster the sustainable intensification of traditional, extensive beef
production. Silvopastoral systems can foster increased animal welfare, improved water and carbon
balance and farm diversification.
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OUR PROJECT AT A GLANCE

The power to have an impact comes with the burden of responsibility, but also with
the opportunity to create environmental and social value.
Total workforce
Communities we work with*
Producers involved in outgrower schemes

Growth in 2016

The world population is expected to increase from approximately 2.5
billion in 1950 to almost 10 billion in 2050, exhibiting the highest
growth rates in history. Securing the supply of wood from sustainable
sources without competing for agricultural land and food production has already become a challenge in many parts of the world.
Paraguay still exhibist one of the highest deforestation rates in Latin
America. The eastern region, located eastwards from the Paraguay
river, where we conduct our forest operations, has lost around 90 %
of its original forest cover since the 1950s to date. As a consequence,
fuelwood and saw log shortage has been a reality in the last 10 years.
Paraguay‘s rural landcsape is dominated by vast areas of soy and
beef production. The integration of the tree component into its productive matrix offers a myriad of opportunities. This would not only
respond to the increasing demand for wood and timber products,
but could potentially contribute to the resilience of rural systems, carbon sequestration and the diversification of the economy.
PAYCO (called SAGSA prior to 2013) is a large agribusiness that
has been working in rural Paraguay since 1974, owning more than
100,000 ha in different estates across the country. Traditionally dedicated to agriculture and beef production, PAYCO ventured into forestry in 2002, when its managers decided to manage an area of 5,650
ha of natural forest in one of their rural estates in eastern Paraguay.
In this context, PAYCO initiated its cooperation with UNIQUE, a forest
asset manager and consultancy company. This is how PAYCO and
UNIQUE established the first FSC® certified sustainable forest management project in the country (FSC® C009811), steadily reaping

the benefits for almost 15 years by now.
Since 2011 PAYCO has decided to expand its forest operations by
investing into forestry plantations. The ambitious aim is to establish
13,500 ha of forest plantations in eastern Paraguay by 2020. The strategy for project expansion is mainly based on the cooperation with
the beef sector. We seek to cooperate with beef producers by establishing silvopastoral systems under a joint management scheme and
a benefit-sharing agreement. While allowing our project to grow, the
establishment of silvopastoral systems provides an opportunity for
the sustainable intensification and diversification of the beef sector.
Our project has been constantly growing since 2013, currently encompassing a total area of 7,606 ha, of which 75 % (5,758 ha) are
allocated to production and 25 % (1,848 ha) to conservation, distributed on 6 management units and directly employing around 141
people when measuring in Full Time Equivalent (FTE).
When reflecting on these numbers, it becomes clear that our outreach goes beyond our core business, which is the production of
biomass and timber. The power to have an impact comes with the
burden of responsibility, but also with the opportunity to generate
environmental and social value. It is in this spirit that we strive to integrate environmental and social values into our business. To hold ourselves accountable to public scrutiny, and measure our environmental and social performance in terms of international best practices,
we work according to FSC® standards, having attained certification in
2014 (FSC® C117138).

Growth in 2016

141 FTE

+ 15 FTE

10 communities

+ 1 community

41 producers

+ 22 producers

Total

+ 388 ha

5,758 ha

+ 201 ha

4,954 ha

+ 35 ha

57 ha

Conservation area
of this, High Conservation Value Forest b

Growth in 2016

Total

Planted area
of this 86 % under silvopastoral systems
Planted area under outgrower schemes

Total

Growth in 2016

1.848 ha

---

415 ha

---

Total

+ USD 2.6 M

USD 8.6 M

Total investment volume

+ USD 20 K

USD 290 K

Annual spending on E&S management
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OUR PRODUCTION SITES

Our plantations are distributed in six different management units across
eastern Paraguay.

Isla Yovai-Timber
Leased property
Planted area: 240 ha

Ocampo Kue-Timber
Leased property
Planted area: 1,728 ha
In 2016 we have
secured additional
441 ha for our project,
encompassing an expansion of
201 ha of the leased area in
Rancho 068, and acquiring the new
management unit Isla Yovai with a
production area of 240 ha.

ENVIRONMENTAL
CONTEXT
Paraguay’s eastern region is characterized
by a sub-tropical climate and annual precipitation rates between 1,800 and 1,200
mm from southeast to the northwest.
Originally the region was largely covered
by the Atlantic Forest, a moist broadleaf
forest, transitioning towards the west to
the humid Chaco, a flat park-like landscape of clustered trees and shrubs interspersed with herbaceous savannahs. The
region is made up of lowlands and valleys
in between rolling hills. The higher areas
encompass the most suitable soils for
forestry.

ECONOMIC
CONTEXT
Paraguay is a middle-income country that
changed rapidly in the 1970s and 1980s
as a result of hydroelectric development,
agricultural colonization, construction, and
cash crop exports. Agriculture accounts
for around 20 % of the national GDP,
largely due to the export of soy and beef,
considered the economic engine of the
country. Real annual GDP growth rate
in Paraguay averaged 4.9 % between
2006 and 2016, however subject to high
volatility due to strong dependence on a
limited number of export commodities.

SOCIAL
CONTEXT
Paraguay has 6.8 million inhabitants, with
more than 95 % living in the eastern
region, and 38 % in the countryside.
Rural Paraguay accommodates large-scale export-oriented agribusiness alongside
with the traditional rural population, often
dedicated to subsistence farming. The latter has been largely neglected and lagging
behind the main urban centers in terms of
its socio-economic development. This has
provoked a wide-spread rural exodus to
the peripheries of the most populated cities during the last decades.

Lomas - Biomass
PAYCO‘s property
Planted area: 1,978 ha

Rancho 068-Timber
Leased property
Planted area: 1,248 ha

Cerro Verde-Timber
Leased property
Planted area: 526 ha

Golondrina - Timber
PAYCO‘s property
Planted area: 37 ha
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OUR PRODUCTION SYSTEM

We manage our plantations applying our knowledge and experience, which
alongside professional monitoring requires close observation and common sense.

Our project is designed to supply the national market with timber and
biomass coming from sustainable sources. This is conducted with the
due diligence and care that we consider appropriate in terms of the
scale and scope of our operations.
Before establishing plantations, we conduct site, soil and market
assessments, to make sure our production goals are compatible with
the local conditions.
On well drained sites we produce high quality logs, while woodfuel
is produced on lower sites with heavy clay soils. On a small scale
we also plant native tree species for ecological restoration purposes.
The production cycle for quality timber is around 12 years during
which timely silvicultural interventions such as pruning and thinning
are conducted. Biomass production is conducted on a 7 year cycle
subject to coppice management after clear cut. According to our
data projections, the Mean Annual Increment (MAI) for quality timber
reaches 35 m3 per hectare per year and around 22 m3 per hectare
per year for biomass production.
All of our plantations are included in our production monitoring
system, through wich we systematically undertake measurements

and inventories, developing and continuously adjusting growth and
yield tables.
When establishing silvopastoral systems, we cooperate with the
landowner, who manages the cattle for beef production. We introduce plantations in double rows with wide alleyways in between for
fodder production. Cattle are introduced after one year of planting
to protect the young plantation. Trade-offs of this system have to be
carefully considered, as the trees produce shade which hinder the
development of pastures. Therefore, the animal stocking rate is variable throughout the forestry cycle. With our planting densities, we
assume the animal stocking rate to decrease by an average of about
50 % throughout the cycle when compared to a pure beef production system. While silvopastoral systems are by no means new, there is
a lack of knowledge regarding best practices and benchmark figures,
as implementation has often not been systematic on a large scale.
We are in exchange with reserach and extension institutions in the
region, such as the argentinian institute of agrarian technology (INTA)
and other producers. Through our practice, we hope to cotribute to
the development and body of knowledge of these systems.

Production system
Quality Timber

Planted area

Mean density

3
E. grandis x urophylla in 12 year cycles - Global MAI of 35 m /ha/yr

Rancho 068

Silvopastoral system

1,248 ha

714 trees/ha

Ocampo Kue

Silvopastoral system

1,728 ha

714 trees/ha
1,000 trees/ha

Cerro Verde

Pure plantations

526 ha

Golondrina

Pure plantations

37 ha

Isla Yovai

Pure plantations

240 ha

Biomass

3
E. grandis x camaldulensis in 7 year cycles - Global MAI of 22 m /ha/yr

Lomas

Silvopastoral system

1,978 ha

714 trees/ha
1,000 trees/ha

833 trees/ha

In 2016 we conducted
silvicultural interventions
in the management units
Rancho 068, Ocampo
Kue, Cerro Verde and
Golondrina. Thinning
and second pruning was
conducted on 2 year old
plantations, rendering
around 13,000 steres of
fuelwood.
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RISK MANAGEMENT

FIRE

For us, an effective risk management strategy is related to an authentic and
meaningful effort to improve in terms of transparency, communication and social
engagement.

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 2016 and early 2017 our team managed to
control several fire events which threatened our plantations in the management units of
Lomas, Cerro Verde and Golondrina. As a result of the prompt reaction and the succesful
control of the situation, only 0.5 ha of our plantations in Lomas were affected. Like in
previous years, throughout 2016 we installed and maintained fire breaks, carried out fire
fighting modules in each management unit, used our early warning signs for fire risk and
improved our firefighting equipment. We also cooperate with the personnel of each unit
to monitor and control fire incidents.

SOCIAL & REPUTATION
As a large agribusiness in Paraguay operating in areas with long-lasting social conflicts, we
are subject to public scrutiny. Growing social inequality, the struggles for land by smallholders, poor governmental presence and the relative influence of organized crime are some
of the issues that are more or less present in our production areas. We take these issues
seriously, as a negative public opinion might not only damage our reputation but also our
assets. The risk of fire, for example, can be ultimately traced back to a social issue, as it is
a common practice among many of our neighbours. We are aware of our vulnerability in
this regard, and actively seek to embed our project in the region through the provision
of jobs for local community members, active communication and long-term cooperation
through benefit-sharing strategies.

Risk

Threat

The temporal scale we are subject to
requires us to pay particular attention
to risks and proactively manage them.
Our greatest risks involves fire, as well
as social problems and a negative
press and reputation. We believe that,
beyond technical solutions, an effective risk mangement strategy is related
to an authentic and meaningful effort
to improve in terms of transparency,
communication and social engagement.
When taking these aspects seriously as
we do, they require deep transformations and long-term, process oriented
engagement.
In this section we briefly outline the
main risks we have identified, and our
management strategy.

PESTS & DISEASES
Working with cloned material, genetic variability ranks high in our risk management strategy. We seekt to achieve best practice by not planting the same genetic material on over
20 % of a given management unit. While this is not always easy to achieve, particularly
where conditions are restrictive, we are making progress. In Isla Yovai, our last acquired
site, the most extensively planted clone covers 33 % of the unit. An incident reminded
us of the importance of our strategy: The yellow beetle (Costalimaita ferruginea vulgata)
affected about 200 ha of our newly established plantations in Rancho 068 by the end
of the year. The yellow beetle punctures new leaves, being able to greatly reducing the
photosynthetic area. Due to the severity of the infestation, chemical control was applied
using the insecticides Lambda Cyhalothrin and Acephate. Currently, the use of these products has been discontinued and the situation controlled. No major effects on growth are
expected.

CLIMATE
Asset

Vulnerability

As in many parts of the world, Paraguay is increasingly affected by climatic phenomena,
such as “El niño“. In 2016, no such events have hampered our production, however we
were able to quantify our losses of 2015 due to the massive floods in Lomas, summing
up to 380 ha (first estimations were reported in our last report, totalling 347 ha). As a
consequence, we are growing increasingly careful to establish plantations in some areas
in Lomas, a site particularly prone to floods.

18 PAYCO FORESTRY
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E&S MANAGEMENT

Assets with a broad
temporal horizon are
future-oriented, an

Since 2013 we are embarked in the process of mainstreaming environmental and
social management, involving the acceptance of new norms.

integral dimension
of sustainability.

In 2016 PAYCO invested USD 2.6
million in the forestry project,
resulting in total cumulative costs of
USD 8.6 million since the inception
of the forestry project in 2011. These costs are mainly related to forest
operations, which, when broken
down, sum up to around USD 1,200
to 1,400 per ha (cumulative).
First revenues are created with the
first thinning at a biological age of
2 to 3 years. However, the biggest
share of the revenues will be realized by the end of the production
cycle. This, of course, has profound
implications in terms of the way we
manage the land.

COST DISTRIBUTION OF FORESTRY
OPERATIONS PER HA

Our management system aims to integrate E&S aspects throughout
the project cycle. We have learned that the introduction of such
aspects into a living system - subject to planning, implementation,
monitoring, evaluation and reporting - is a process that fosters
great learning among ourselves and our own staff. Ultimately, we
expect this process to influence the way we understand business,
also among our technical staff in each productive sector.
In 2016 we have been succesfully verified against FSC® standards,
during our third annual audit since 2014. While audits can be difficult,
in the core they entail the unique opportunity to measure ourselves
against international best practice. Therefore, they provide the perspective that easily gets lost in daily operations, helping us to identify
our weak points and improve our practices. Our last audit rendered
several corrective action measures, which mainly address the need

for a greater control over the correct handling and storage of hazardous material, the improvement of living conditions of our staff
and an the introduction of a participatory approach when identifying
High Conservation Values.
As a result, we improved our E&S monitoring system and for the
first time applied a standard methodology for assessing High Conservation Value Forests based on the work by De Egea & Balbuena
(2011), which operationalizes the concept for eastern Paraguay. We
have also initiated dialogues with environmental organizations and
consultants that conduct baseline assessments and monitoring for
us to further align their assessments and recommendations to our
needs, making them more practical on the ground.
Throughout the next sections, we present the most important results of our work in 2016.

PAYCO‘S ANNUAL INVESTMENT IN SUSTA INABIL ITY
USD 270,000
USD 290,000

18 %
management

18 %
land lease

20 % inputs
43 % forest
operations

USD 91,000

1 % infrastructure

2014
2014

2015
2015

2016
2016

Since 2013, PAYCO integrates
the Sustainability Department
into its managerial structure. The
Department has the mandate of
introducing environmental and
social management into all of
PAYCO‘s operations and transactions. Currently, the Department
integrates 7 people.

ENVIRONMENTAL PERFORMANCE
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LAND USE & PROJECT DESIGN

We aim at designing a project that supports wider landscape approaches and
fosters habitat interconnection

When analyzing land according to the ecoregions as classified by WWF, our management units are distributed in the
ecoregions Atlantic Forest, Humid Chaco, and transitioning
environments in between. The Atlantic Forest ecoregion
was once covered with a majestic, dense sub-tropical dry
broadleaf forest, now reduced to less than 10 % of its original
area. Currently, the region is predominantly occupied by large
agricultural and beef production establishments. The remaining natural forest is now distributed in fragmented patches
in different stages of degradation.
The Humid Chaco consists of a mosaic of ecosystems,
combining woods with savanna dominated by palm trees
(Copernicia alba). This environment encompasses various
species of trees, shrubs, and coarse grass associated with numerous species of fauna adapted to this diverse environment.
The humid Chaco has been traditionally used for extensive
livestock production o natural pastures, particualrly in its lowlands subject to flooding regimes. In higher areas that often
consist of transitioning environments, soils are often suitable
for crops, implanted pastures or forestry.

LEGEND
Humid Chaco ecoregion
Atlantic Forest ecoregion
Protected areas
Remaining natural forest

Our forestry project is carefully designed considering the wider
landscape and the environmental conditions of each site. Planning includes the analysis of imagery, ruling out any conversion
of natural forests for the estbalishment of forest plantations. In
addition, requirements posed by local legislation are considered, as the minimum established width for the protection of
riparian forest along streams and rivers or the conservation of
natural vegetation on slopes and erosion-prone terrain.

LEGEND
Forest plantations: 240 ha
Lowland: 292 ha
Natural forest: 92 ha
Agriculture: 1,039 ha

LAND USE IN OUR NEW
UNIT ISLA YOVAI

24 PAYCO FORESTRY
HCV APPROACH OF THE HCV NETWORK

HIGH CONSERVATION VALUES
in our sites

In 2016, a HCV assessment was conducted in Cerro Verde, aligned
to to the approach developed by the HCV network. The assessment followed the methodology developed by De Egea & Balbuena (2011) for the Atlantic Forest region in Paraguay. As a result, an
area of 415 ha was classified as forest containing HCVs.
From the six existing HCVs, Cerro Verde includes the following:
n 
HCV 1: Areas that contain high biodiversity value – The area
contains 3 globally threatened species of flora. While these
species are not uncommon in the remaining fragments of the
Atlantic Forest, the forest is relatively well preserved, considering the level of threat of the ecosystem as a whole. Hence, the
precautionary principle shall be applied.
n HCV 2: Areas that contain threatened ecosystems – The area
contains a relatively large riparian forests along streams, connecting the forest to neighboring properties. In addition, the forest
is located on relatively steep slopes. Both these characteristics
are indicators for conservation according to the methodology
applied.
n 
HCV 4: Areas that could be important for ecosystem services
– 61 % of the natural forest area in Cerro Verde is located on
slopes steeper than 15°, which is the threshold for its classification as HCV for erosion control.
Monitoring indicators have been developed to assess if management is consistent with the conservation of the identified HCVs.

HCV 1

Concentrations of biological diversity including endemic
species, and rare, threatened or endangered species, that
are significant at global, regional or national levels.

HCV 2

Intact forest landscapes and large landscape-level ecosystems and ecosystem mosaics that are significant at global,
regional or national levels.

HCV 3

Rare, threatened, or endangered ecosystems, habitats or
refugia.

HCV 4

Basic ecosystem services in critical situations, including
protection of water catchments and control of erosion of
vulnerable soils and slopes.

HCV 5

Sites and resources fundamental for satisfying the basic
necessities of local communities or indigenous peoples,
identified through engagement with these communities.

HCV 6

Sites, resources, habitats and landscapes of global or
national cultural, archaeological or historical significance,
and/or of critical importance for the traditional cultures

2016 SUSTAINABILITY
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ENVIRONMENTAL IMPACTS

We take responsibility for the impacts our operations may entail on the natural
environment and the effects we have on the provision of ecosystem services.

We conduct environmental baseline assessments in each management unit where we plan to initiate activities. First and foremost, we
delimitate our production area according to suitable biophysical
conditions, sparing forested and otherwise sensitive areas through
imagery and GPS on the ground. Usually, we circulate on already
existing roads. If roads are to be build, they are carefully planned
respecting the topography and te environmental conditions.
All inputs applied for forestry operations are controlled and quantified. The application is targeted and conducted following best
practices. The most important and damaging pest for our forest
plantations are leaf cutting ants, which are common across all of our
plantation units. Therefore, ant control is crucial to maintain forest
plantations, at least during the first few years after planting. For ant
control we use products based on the active ingredient Fipronil. Although Fipronil is classified as moderately hazardous by the WHO
(Class II), it has been banned in the EU for certain crops due to its
high toxicity to bees. 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“, which requires us to seek
for more ecological alternatives and make efforts to reduce the application of the product. However, our dependency on the product
remains steady.
In 2016, the temporary and intense attack of the yellow beetle in
Rancho 068 triggered the need for an additional pesticide: An insecticide based on the active ingredient Lambda cyhalothrin. However, its use was temporary, being interrupted after two months, when
the pest was erradicated.
Additional inputs include herbicides, fertilizer and lime. Herbicides
are used specifically targeting the area around young trees. Fertilizers are applied only during planting, and lime used before planting wto correct soil acidity. Last but not least, gel is used when
planting takes place in dry periods.While chemical inputs are used,
applied quantities are generally not high. By way of comparison, we
use around 5 l/ha of herbicides throughout the whole forestry cyc-

le, while soy production employs around 15 l/ha/yr, summing up to
180 l/ha in the period equivalent to one forestry cycle. Fipronil, on
the other hand, is applied at an average dose of 3.5 gr./ha (dilution powder) and 9.0 gr./ha (baits) on first-year plantations, which
is reduced to 0.9 gr./ha and 3.6 gr./ha in second-year plantations,
respectively.
One important aspect is the correct handling and storing of these products, including their containers. Golondrina and Lomas are
equipped with professional storage infrastructure, particualrly due to
the scope of PAYCO‘s activities in these units, which also encompass
agriculture, and the requirements of other certification schemes. The
other management units, however, are leased for the sole purpose
of establishing forestry plantations. Because forestry requires a relatively small amount of inputs, the established infrastructure is often
more modest. However, storage rooms are organized and handled
according to established procedures, and empty containers are disposed according to environmental regulations. Furthermore, we take
action to avoid littering and foster correct waste disposal and recycling among our management units. Last but not least, we monitor
the state of our infrastructure for the appropriate management and
storage of hazardous products and waste. In 2016, new procedures
have been introduce to monitor fuel storage, to avoid leaking and
improve safety and maintenance of machines across all management
units.
Every year, we increase our efforst to monitor and measure the success of our management. According to our monitoring procedures,
areas that are classified as maintaining high biodiversity value (HCV
1) are assessed every two years by external experts, except for Lomas
where this assessment is annual due to the wider scope of PAYCO‘s
activities. In 2016, biodiversity studies were conducted in Cerro Verde
(baseline study) and Lomas (monitoring). In addition, water quality monitoring was assessed in all management units except for Isla
Yovai.

TOTAL INPUTS APPLIED IN 2016
Input

Active Principle

Lomas

Rancho 068

Ocampo Kue

Cerro Verde

Isla Yovai

Insecticide (ant
control)

Fipronil (dilution powder)

3,350 l

10,330 gr.

4,880 gr.

13,740 gr.

1,450 gr.

--

123,000 gr.

30,720 gr.

45,995 gr.

4,750 gr.

Herbicide

Glyphosate

2,097 l

560.0 l

1,573 l

4,434 l

1,070 l

86.5 l

36.7 l

150.5 l

364.2 l

34 l

52.8 t

15.9 t

68.3 t

1.2 t

34.9 t

--

162 t

--

--

28.6 t

46,500 gr.

20,000 gr.

--

5,006 gr.

20,000 gr

Fipronil (baits)

Adherent
Fertilizer

NPK

Lime

Calcium

Gel

Water

SOCIAL PERFORMANCE
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STAKEHOLDER ENGAGEMENT

Meaningful outreach is always based on trust, and trust can only be achieved
through authentic, long-term engagement.

Locate the communities we work with
Kerambu
13 households

Rancho 068
Segunda
Reconstrucción
109 households
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> 50 % of
workers come
from local
communities
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Level of engagement
with stakeholders
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Barbero Inmaculada
80 household

Go l

In 2016 we continued investing in
a positive and fruitful relationship
with all of our stakeholders. This is
particularly important where power
imbalances are large.
Our most important stakeholders are
the people directly working in our
sites and our neighboring communities. These two groups merge to a
certain extent, as about half of our
sub-contracted workforce comes
from local communities. In total,
the forestry project employs 141
people in Full Time Equivalent (FTE).
Furthermore, we actively engage
with 10 communities surrounding
our management units, in total
encompassing over 1,000 households
(HH). With 44 of these HH, we have
established long-term partnerships
through outgrower schemes and the
establishment of nurseries.

Ruta‘i & Pa‘i ha
600 households

Ka‘a tymi & Tacuarusu
92 households

a
Isl

i
va
o
Y

Santa Teresa
78 households

With the inclusion of the management unit Isla Yovai in 2016, our
stakeholder engagement plan encompasses 15 additional workers
and 80 families coming from the neighboring community Barbero-Inmaculada. In addition, the introduction of Golondrina in the
scope of this report introduces 5 neighboring communities that
were not reported last year, including two indigenous communities settled in the natural forest area of the property, Ka‘atymi and
Tacuarusu, from the ethnic group Mby‘a Guarani. PAYCO‘s contact
with the communities located in the area of Golondrina goes back
several decades, when the company settled there, however only
starting with a more organized social engagement in 2012. With
the incorporation of Golondrina, this report fully reflects PAYCO‘s
community engagement activities in Paraguay across their whole
productive spectrum.
The relationship with communities and workers is mainly organized
through our 3 Community Liaison Officers, which also organize much
of the work associated to the projects we conduct, which are briefly

outlined in the next section. In addition, we assist the communities
to increase their access to much needed public services through
partnerships with local institutions or facilitation. In 2016 we have
supported the community Kororo‘i located next to Rancho 068 with
the construction of an access road to their community in cooperation
with the landowner of Rancho 068 and the local municipality.
Since 2014 we have been looking for ways to be accesible to our
neighbors and workers, encouraging them to provide feedback on
our management and come forward with commments and grievances. In 2016 we have registered 51 grievances, which is a spectacular
increase compared to the previous years, in which grievances were
always below 10. All of the grievances were given due follow-up and
monitored through our monitoring system. In addition, 23 meetings
with communities were registered in our monitoring system in 2016,
mostly to discuss the projects conducted, to handle pending grievances or to provide information with respect to our project activities.
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LABOR PRACTICES

It is our duty to offer decent work, integrating the aspirations of people in
their working lives.

Acc

iden

Description
Management unit
Measure taken
Description
Management unit
Measure taken

Since we initiated this project, the formalization of labor has been
one of the greatest challenges of our work. Professionalized service
providers are unavailable in rural Paraguay, particularly in the forestry sector. Therefore, it is common practice for us to build up our
contractors among the local people. While this may greatly increase
our potential impact in the region, it also brings about a number of
difficulties during daily operations.
In 2016 we have made significant progress with respect to formalization. Contractors have increased the share of social security among
their workers by around 14 % from 2015 to 2016. Nevertheless, we
are aware that much work is to be done to make formal working the
rule among our contractors‘ practice.
In 2016, a monthly registry of the sub-contracted personnel was
introduced, in which basic data about the workers is fed into, including information about contracts and social security. This practice allows for a better understanding of the situation in each management
unit, which is important for the planning of appropriate improvement
strategies. Based on the information gathered, the issue of formalization is going to be addressed with targeted measures in 2017.
Also in 2016, a large number of grievances has been received from
the sub-contracted personnel in terms of inappropriate working conditions provided by the contractor. In most cases, a fair amount of
grievances was triggered by one situation that was then addressed
jointly by the company and the contractor.
Through the provision of appropriate training modules, protective
equipment and secure infrastructure, the company aims to increase

the security of the people working in the project and reduce accidents.
Significant improvement has been made in terms of the correct
use and handling of security equipment in 2016. After registering a
fair amount of workers without the appropriate equipment or with
damaged equipment during the first few months of the year, all
equipment was replaced, and in subsequent monitoring, compliance was high. Due to the lack of enforcement of the previous policy,
according to which the contractor was obliged to substitute broken
equipment every two years, the company has changed its practice,
providing new equipment according to the need. In addition, the
presence and completeness of firs aid kits has been monitored in
all management units, which have been replaced and replenished
continuously. Furthermore, monitoring procedures to supervise living
conditions have been introduced to ensure compliance with basic sanitary and safety requirements. Improvements have also been introduced with respect to emergency preparedness, as emergency first
aid equippment (including bars and immobilizers) has been purchased and distributed among our management units.
In 2016, 27 trainings were registered across all management units.
The largest share was dedicated to increase firefighting capacities
(7 training modules; 26 %), followed by topics relevant to increase
Health & Safety, such as first aid (5 training modules; 19 %), correct
use of security equipment (4 training modules; 15 %) and correct
handling of hazardous material (4 training modules; 15 %).

nel

ntracted person

Profile of sub-co

Number of sub-contracted workers
Share of women

132 FTE
2%

Share of local workers (< 50 Km)

52 %

Share of permanent workers

24 %

Most representative education level

Completed primary (43.7 %)
or secondary (41.3 %) education.

ts

A worker injured his leg with the machete during field clearance
Lomas
Immeditae transport to the nearest clinic
A worker injured is leg during lead
reception against a metal bar
Lomas
Immeditae transport to the nearest clinic
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Grievances
ISSUED BY

GRIEVANCE

N°

N°/ UNIT
L O R
3

Workers

26

Workers

2

2

Not all the teams have first aid
kits in the field
Security equipment not pro-

Workers

1

1

Workers

4

4

A place is needed to store
security equipment

Workers

1

1

Communities
Workers

1

1

3

1

vided

Dusty road
Timing of salaries

Workers
Contractor does not communicate transparently
Workers
General improvement of services by contractor is required
s Management
Lack of respect of internal rule
(speeding etc.)
Workers
Kitchen service needs to imUnjustified dismissal

2

2

1

1

1

3

3

Other

+

-

Workers

3

Evolution of Job Satisfaction in Rancho 068 in 2016a*
Level of satisfaction

s

sati

Level of satisfaction

Job
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fact

++

2

1
1

aid kit

g to
In 2017 a storage place is goin
be build
The road was watered
g
Salary settlement notices are bein
monitored
Dialogue with contractor

2

Workers

Dialogue with contractor; First
provided
Security equipments provided

2

prove

The satisfaction among the
staff was evaluated. The
evaluation has been particularly applied in management
units were specific problems
were detected, as it was also
used as a proactive way to gather comments and grievances. While many complaints
have been have been detected, the overall satisfaction of
the personnel remains high.
Results of this assessment in Ocampo
Kue, Lomas and
Rancho 068 are
presented,.

h

Reforms were undertaken in bot
units
Medicines were supplied

23

Living conditions: Several improvements are needed
Medicine provision not sufficient

Evolution of Job Satisfaction in Ocampo Kue in 2016*

MEASURES TAKEN

1

1

Dialogue with contractor

camMeetings and awareness raising
paign among staff
eaFrequency of supply provision incr
f to
staf
en
kitch
with
e
ogu
dial
and
sed
improve service
the
1 Meetings were organized and
.
lved
reso
n
situatio
relevant
1 No action taken: Issues not
for E&S Policy

Evolution of Job Satisfaction in Lomas in 2016*

++
5

+
4

3

--

-Transport
Living Transport
conditions

Living Conditions

Food
Food

Workingconditions

Working conditions

Salary
Salary

2

Treatment
Treatment

Transport

a

*Average values of assessments conducted in January and May, based
on 27 and 26 interviews, respectively

Transport

Workingconditions
Working conditions

Salary
Salary

Treatment
Treatment

Living Transport
conditions
Transport

Working conditions

Food
Salary

Workingconditions
Treatment

Salary

Living Conditions

Treatment
Food

Not all aspects relevant as there is no accommodation provided.

*Average values of assessments conducted in January, July, September
and November based on 23, 14, 23 and 20 interviews, respectively.

*Average values of assessments conducted in January and September
based on 24 and 30 nterviews, respectively
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In 2017, outgrower schemes are going to be strengthened through a new
project to be developed in the surroundings of Golondrina with funding from
the Fondo de Conservación de Bosques
Tropicales (FCBT), a US debt exchange program. PAYCO, UNIQUE and the
Asociación Rural del Paraguay (ARP)
will cooperate to establish outgrower
schemes with 5 to 20 producers on
approximately 100 ha. The same project
will also keep supporting the yerba
mate production with the indigenous
communities, giving continuity to the
project conducted with the assistance of
the DEG, which is now finalizing.

COMMUNITY PROJECTS

Building up meaningful partnerhsips with our neighbours
OUTGROWER SCHEMES
Since 2014, we are establishing outgrower
schemes in cooperation with members of
our neighboring communities. Farmers that
have some land and are interested receive
inputs and technical assistance from our
staff. The benefits will be split bewteen the
company and the producers.
Outgrower schemes are established in Rancho 068, Ocampo Kue, Lomas and Golondrina since 2014. The project outreach and
scope increased from 19 producers and 26
ha in 2015 to 41 producers and
57 ha in 2016, showing an important
increase in its impact. Expansion mainly
encompassed areas around Ocampo Kue
and Rancho 068.

NURSERIES
In 2016 the 3 nurseries established in
Kerambu and Segunda Reconstrucción in
2013 aimed at producing a total of 40,000
plants to provide native seedlings for
ecological restoration purposes in Lomas
and Cerro Verde, and fruit trees for the
establishment of a community hedgerow
in the community Segunda Reconstrucción
(Lomas). However, only 33 % of this amount
was effectively fetched and planted in the
project area, hence in 2017 options are going to be explored for a more commercial
orientation of these nurseries. The nurseries
received ongoing technical and organizational support by UNIQUE and the Sustainability Department.

COMMUNITY HEDGEROWS
With the assistance of the Deutsche Investitions- und Entwicklungsgesellschaft (DEG)
a community hedgerow was planted along
the access road to Lomas in Segunda Reconstrucción in 2015, encompassing 1,900
fruit trees planted in front of the houses
of 71 households. The project continued
throughout 2016 with technical assistance and growth monitoring conducted by
UNIQUE and the Sustainability Department.
This project is expected to contribute to improve the relationship with the community
since the use of the roads by trucks associated to PAYCO has been the main subject of
grievances during the last years.

YERBA MATE PRODUCTION
Also in cooperation with the DEG, PAYCO
has assisted the indigenous communities
living in Golondrina with the production
of yerba mate. The project, which initiated
in 2015, will be finalized in the upcoming
months, having rendered the establishment and maintenance of around 25,000
yerba mate plants and the construction of
6 nurseries. The project has also brought
about the introduction of an experienced
facilitator who accompanies the work of the
indigenous communities and facilitates the
communication with the company.

APICULTURE
Traditional honey gathering in the forest
by the indigenous communities has been
identified as a cause of fire in Golondrina.
Seeking to avoid this practices, PAYCO is
assisting the indigenous communities with
the establishment of honey production,
providing the necessary equipment and
technical assistance.

OREGANO PRODUCTION
Through the trust fund “Fondo de Desarrollo Sustentable”, PAYCO is providing technical assistance to 36 producers with oregano
production in the neighboring community
of Golondrina, Santa Teresa.
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OUTLOOK AND FUTURE
PERSPECTIVES

While in many respects our work in environmental and social terms is starting to acquire some routine, it is never straightforward.
We have learned that we need the courage
to be open, innovative and flexible, and the
wisdom to stay humble to succesfully confront the myriad of challenging situations we
encounter during our daily operations.
As our project acquires more complexity,
we grow more experienced and increasingly
confident in our work. In this spirit, we feel
prepared and energized to begin another
year.

www.payco.com.py

www.unique-landuse.de

