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Money Laundering and Terrorist Financing (ML/TF) are problems 
that weaken the country’s institutions, diminishing political and economic 
control, reducing the income of the State and generating reputational risk for 
the country. Since the proceeds of ML/FT come from activities previously 
developed in different economic sectors, to fight ML/TF it is necessary to 
identify the risks existing in sectors to generate illicit assets, obtain funds from 
illicit activities or contribut to terrorist financing.  

The 2016 National Money Laundering and Terrorist Financing Risk 
Assessment of Peru identified the high incidence of certain types of crime, 
including illegal mining and illegal logging as a threat. Therefore, it is 
important to carry out studies on the level of exposure to ML/TF risks of 
certain sectors of the economy, since in these sectors activities which generate 
illicit funds or TF can be carried out. Also, these sectors can be recipients of 
flows from other illegal activities, such as drug trafficking and corruption. 
Additionally, as a result of the analysis carried out, it is possible to propose 
specific mitigation measures that contribute to the fight against ML/TF.  

This document contributes to the fight against ML/TF, applying the 
guidelines established in the ML/TF risk assessment guide of the Financial 
Action Task Force (FATF) to the mining, fisheries and timber sectors. The 
assessment process consists of the identification and analysis of ML/TF risks, 
as well as of the development of policy and management recommendations to 
reduce the level of exposure to ML/TF risks.  

The information for the sectorial risk assessments has come from both 
primary and secondary sources. In the first case, surveys and in-depth 
interviews were carried out with the main stakeholders in each sector in order 

INTRODUCTION



  | 5

to know their perception of ML/TF risks. These instruments were applied 
both in Lima where the national authorities are based as well as in the regions 
where the main extractive activities are concentrated: Madre de Dios and 
Puno for the mining sector; Ica, Chimbote, La Libertad and Piura for the 
fisheries sector; and Loreto, Ucayali and Madre de Dios for the timber sector. 
In the case of secondary information, a review of ML/TF)1 regulations was 
carried out. In addition, previous studies on the problems of mining, fisheries 
and illegal logging and the databases and statistics available in each sector were 
reviewed.  

The studies were carried out at the level of the components of ML/TF risks 
which are threats, vulnerabilities and consequences. A process of identification of 
each of these components was conducted with the participation of stakeholders 
from each of the sectors through discussion workshops. The components were 
then analyzed based on information from surveys and interviews with companies, 
relevant public institutions and civil society. Finally, the risk assessment made it 
possible to propose a series of measures to mitigate the risks.  

This document is divided into two sections. Section 1 presents the 
methodological framework used in the sector studies, and Section 2 deals with 
the assessment of ML/TF risks in the mining, fisheries and timber sectors.  

The assessments of exposure to money laundering and the financing of 
terrorism in the mining, fishing and timber sectors were conducted by the 
Financial Intelligence Unit (FIU) of Peru. This document summarizes these 
studies. This effort was supported by German Development Cooperation, 
implemented by GIZ and the German Federal Ministry of Food and 
Agriculture in the framework of the global program “combatting illicit 
financial flows”.

............
1  Specifically, the National Anti-
Money Laundering and Terrorist 
Financing Policy approved by 
Supreme Decree No. 018-2017-
JUS and the National Anti-Money 
Laundering and Terrorist Financing 
Plan initially approved by Supreme 
Decree No.  057-2011-PCM, were 
reviewed and later updated for the 
2018 – 2021 period, approved by 
Supreme Decree No.  003-2018-JUS.  
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1. METHODOLOGICAL 
FRAMEWORK
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This section describes the methodological framework for the study of Money 
Laundering and/or Terrorist Financing (ML/TF) risks in the extractive sectors, defining 
some concepts used for this purpose. These conceptual guidelines are developed 
according to the FATF’s 2 guide for the assessment of money laundering and Terrorist 
Financing risks from 20133.  

The Financial Action Task Force of Latin America (GAFILAT) defines money 
laundering as “... a process, through which, the origin of funds generated through 
certain illegal or criminal activities is concealed. The objective of the operation, 
which is usually carried out at various levels, is to make funds or assets obtained 
through illicit activities appear to be the result of legitimate activities and to move 
them without problem within the 
financial system”4. Therefore, money 
laundering in the extractive sectors is 
understood as the use of companies 
in these sectors to channel illicit 
assets obtained from the commission 
of crimes, regardless of the sector in 
which these assets are produced and 
the illegal acts that generated them.  

In addition, in the specific case of the extractive sectors, illicit assets are generated 
through illicit practices within the sectors themselves such as illegal mining, illegal 
fisheries or the illegal extraction and illegal trade of timber. In this sense, the risk 
analysis of money laundering in the extractive industries, in addition to the use of the 
companies for laundering activities, takes into account the generation of illicit assets 
by the companies or individuals who operate in these sectors. 

On the other hand, GAFILAT defines Terrorist Financing as “... every assistance, 
support or conspiracy, either directly or indirectly to collect funds with the intention 
to be used for the purpose of committing a terrorist act; either by an individual author 
or a terrorist organization. They can be both licit and illicit funds”.  

The FATF notes that a ML/TF risk is a measure which assesses the possible 
occurrence of ML/TF cases based on two components: the probability of occurrence 
of ML/TF cases and the consequences generated by such occurrence. This probability 
of occurrence depends on the threats generated by ML/TF cases and the vulnerabilities 
that allow the threat to materialize. Thus, the ML/TF risk is a measure composed 
of three factors: threats, vulnerabilities and consequences. In Figure 1, the causal 
relationships between the aforementioned components and exposure to ML/TF risks 
are shown schematically.  

The threats correspond to activities, people or groups of people that can potentially 
cause damage to the State, society, economy, etc. That is to say, these are the causes of 

............
2  EThe FATF is an 
intergovernmental body created 
in 1989, responsible for the 
development of anti-money 
laundering and Terrorist 
Financing policies worldwide.  

3   FATF 2013. FATF Guide - National 
Money Laundering and Terrorist 
Financing Risk Assessment.

4  http://www.gafilat.
org/index.php/es/gafilat/
preguntas-frecuentes

The risk analysis of money laundering in the extractive 
industries, in addition to the use of the companies for laundering 
activities, takes into account the generation of illicit assets by the 
companies or individuals who operate in these sectors.
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money laundering and terrorist financing. In this context, the threats include criminal 
or terrorist groups, their facilitators, their illicit funds and the ML/TF activities they 
carry out. 

It should be noted that threats, due to their generic nature, may appear within or  
outside the sector.  

On the other hand, vulnerabilities are conditions which can cause a threat to 
materialize, or which may facilitate its expansion. In this context, vulnerabilities include 
weaknesses of the ML/TF prevention system and the management, regulation and 
control system of the extractive industries. They also include specific characteristics of 
the sector that make it attractive for ML/TF activities to take place. For example, such 
a characteristic in the extractive sectors is the high level of informality5.  The holders of 
illicit assets benefit from sectors which present low levels of state supervision, like the 
informal economy.  

Finally, the consequences correspond to negative impacts generated by the ML/
TF and/or its associated crimes on the state, the economy and society in general. 
Consequences for the sector include environmental damages, increased violence and 
crime, economic losses, and others. 

FIGURE 1 

COMPONENTS OF ML/TF RISKS 

Prepared by: APOYO Consultoría

Exposure to AML/TF Risks

Probability

Threats 
(A)
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(V)
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The AML/TF risk assessment process consists of three phases: identification, analysis 
and assessment. The first phase consists of identifying the components associated with 
ML/TF risks in the sector; that is to say, threats, vulnerabilities and consequences 
(A/V/C).  The second phase comprises a comprehensive analysis of previously identified 
components and the measurement of ML/TF risks. Finally, in the third phase, the risk 
assessment is carried out, and policy or management recommendations are developed 
to minimize the level of exposure. 

The first phase of the risk assessment process is the identification of the ML/
TF risk components in the sector studied, constituted by threats, vulnerabilities 
and consequences. To carry out 
this identification, the literature 
is reviewed and a workshop with 
relevant stakeholders in each sector 
is organized6.  

In the analysis phase, the level 
of threats, vulnerabilities and 
consequences is determined. This 
is done using different sources 
of information, both primary and secondary. To the extent that most threats are 
associated with criminal activities, which - by their nature - are not observable, 
only an estimate of the level of the risks can be made based on available sources of 
information, such as the number and volume of suspicious operations related to the 
activity, financial intelligence reports issued by the FIU-Peru, and the number of 
complaints, investigations and judgments on previous money laundering offenses 
associated with the activities under analysis, among other indicators. 

Given this context, in order to carry out risk identification and assessment process 
much closer to reality, it is essential that in addition to the information sources 
described above, in this kind of studies, the Delphi method should be applied, that 
builds on the perceptions of the sector’s stakeholders and experts, as the main source 
of information. Accordingly, the primary information consists of a survey targeted 
at the main stakeholders in the extractive sectors, asking for their assessment of 
the ML/TF7 risks’ components (A/V/C). In addition, in-depth interviews aim at to 
understanding how each of these components interacts. The primary information 
is then contrasted with available statistics to validate, as far as possible, the findings 
of the surveys and interviews. At the same time, the illicit flows generated in each 
sector studied are estimated. Finally, the ML/TF risks are measured based on the 
information collected. 

............
5   The Peruvian National Center 
for Strategic Planning - through 
the “Informal economy in Peru: 
Current situation and prospects” 
study conducted in 2016 - points 
out that - in 2013 -, the added 
value generated by informal 
economic activity represented 
13% of Peru’s official GDP.  

6 There are different methodologies 
for conducting workshops. For these 
studies, the choice was made to 
form working groups, in which the 
risk components were discussed.  

7  For Mining study, 45 surveys 
and 40 in-depth interviews 
were conducted; in the case of 
Fisheries, there were 38 surveys 
and 34 in-depth interviews; and for 
Timber 48 surveys and 44 in-depth 
interviews were conducted.  

The first phase of the risk assessment process is the 
identification of the ML/TF risk components in the sector 
studied, constituted by threats, vulnerabilities and 
consequences. 
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The last phase is the ML/TF risk assessment, whereby the most relevant risks or 
risk components (A/V/C) which can be effectively affected through public policies 
are prioritized. Through this a series of actions is generated that seek to mitigate 
ML/TF risks, which is proposed in a discussion workshop with the main public and 
private stakeholders in the extractive sectors.  

The level of exposure of ML/TF risks 
is estimated based on the information 
collected through surveys and the 
application of quantitative techniques. 
First, using the subjective estimation of 
the stakeholders surveyed, numerical 
values are estimated for each of the threats 
(T), vulnerabilities   and consequences 
identified and grouped into categories. 
Secondly, an aggregation function of 
these components is applied to each 
risk and the probability of occurrence8 
of each ML/TF risk identified is 
calculated. The assessments of threats 
and vulnerabilities identified determine 
the probability that the sector will be 

used to launder assets and/or finance terrorism, or that illicit activities will take 
place in the sector, to generate funds which could be subsequently transferred to 
other sectors for laundering purposes; at the same time, the risks are the result of the 
conjunction of the probability of occurrence and its consequences. Finally, using the 
estimated probability and the assessment of the consequences, the level of exposure 
to ML/TF risks is calculated and a qualitative rating is assigned (low, medium and 
high risk), which can be represented on a risk map. Analytically, we have   and P 
= ƒ(T,V),where   is the risk level,   the probability of occurrence of the illicit ML/
TF activity,   are the consequences, T are the threats on the sector, and   the sector’s 
vulnerabilities.

............
8 The existing dependency 
between the components is 
modeled using the Bayesian 
network technique (Bayesian 
network). This technique is applied 
for threats and vulnerabilities. Thus, 
the probability for a vulnerability to 
be high is conditioned by the value 
that another vulnerability takes. 
A further detailed explanation 
of the algorithm for estimating 
Bayesian networks can be found 
in Lauritzen, S.L., & Spiegelhalter, 
D.J. (1988). Local calculations 
with probabilities on graphical 
structures and their application 
to expert systems. Journal of the 
Royal Statistical Society. Series 
B (Methodological), 157-224.   

The assessments of threats and vulnerabilities identified 
determine the probability that the sector will be used 
to launder assets and/or finance terrorism, or that illicit 
activities will take place in the sector, to generate funds 
which could be subsequently transferred to other sectors 
for laundering purposes; at the same time, the risks 
are the result of the conjunction of the probability of 
occurrence and its consequences. 



  | 11

2.  ML/TF RISKS 
IN THE SECTORS
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2.1. Mining Sector
Illicit assets of the mining sector can be generated within the same sector, for example 

through illegal mining. Moreover, illegal assets produced outside the sector, such as 
profits derived from drug trafficking or corruption could be laundered in it. Lastly gains 
from legal or illegal mining can be used for FT. 

In Figure 2, the illicit flows generated in the mining sector can be observed. In the 
past five years, the average volume of illegal mining totals US$ 1.633 billion annually. 
It is worth mentioning that - in practice - informal mining presents similar extractive 
conditions to illegal mining, only that it is in the process of being formalized, but still 
does not comply with the authorizations required by law. If we consider informal mining 
as a source of illicit assets, the illicit assets on average would amount to US$ 2.141 billion 
annually. 

The difference between national production and consumption is calculated to 
estimate these illicit flows, including those destined to the internal and external markets. 
In addition, the production that would be illegally destined to Bolivia9  and which would 
be exported from that country, is also included. In the latter case, the illegal amount is 
estimated from the difference between Bolivia’s gold exports and its level of production, 
which has remained stable in the last decade, while exports have grown substantially and 
at the same rate of increase of illegal gold production in Puno and Madre de Dios. 

............
9 This calculation is made 
on the basis of Bolivian gold 
exports and local production.

FIGURE 2

ILLICIT FLOWS FROM THE MINING SECTOR 
(IN MILLIONS OF US DOLLARS) 

Note: The illegal flows from informal mining turn into illicit flows from 
the sector as from 2012 when the crime of illegal mining is typified.  

 Prepared by: APOYO Consultoría.
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............
10 This term refers to mineral 
buyers who have no history in 
the market or natural persons 
without institutional credentials.  

2.1.1. ML/TF RISK ASSESSMENT

The results of the level of exposure to ML/TF risks in the mining sector can be seen 
in Table 1. The risks identified are associated with activities developed in the sector 
such as illegal mining of gold and illegal mining of other minerals; as well as activities 
carried out outside the sector, such as funds from smuggling, drug trafficking and other 
illicit activities which are laundered in the sector, the presence of unusual customers 10 

and finally, the presence of terrorist activities financed by mining companies.  

The main risk in the mining sector relates to illegal gold mining. However, there are 
other risks, which are relevant to the sector, such as drug trafficking funds invested in 
the sector and the illegal mining of other minerals. Among the latter, we could name 
the mining of metals, such as copper, and non-metals, such as coal or limestone, which 
according to the regulatory framework, qualify as illegal mining because they lack the 
proper authorization. 

Illegal mining is practiced in different ways, on arisanal scale, in areas such as Madre 
de Dios and Puno. The development of this activity is favored by the weaknesses of the 
institutions in charge of the prudential supervision of the sector, such as their scarce 
presence in illegal mining areas, a shortage of resources for the implementation of 
regulations and for the supervision of compliance therewith. 

Other relevant factors which make the expansion of illegal mining activities 
possible are inter-institutional disarticulation, corruption of authorities and the lack 
of a mitigation plan for illegal and informal mining. Likewise, there are vulnerabilities 
related to the sector’s dynamics, such as high informality in the regions where illegal 
mining takes place. 

The presence of these risks has serious negative consequences such as an increase 
in organized crime, violence and other illicit activities, severe environmental damages, 
economic distortion, among others. In particular, the most harmful impacts come 
from illegal gold mining - and its repercussions are even greater at the local level. 

No. Risks P C R

R1 Illegal gold mining 92% 96% High

R2 Illegal mining of other minerals 64% 61% High

R3 Smuggling funds invested in the mining sector 43% 23% Medium

R4 Drug trafficking funds invested in the mining sector 66% 67% High

R5 Other illicit activities invested in the mining sector 45% 52% Medium

R6 Unusual customers 23% 63% Medium

R7 Terrorist activities financed by mining companies 11% 78% Medium

TABLE 1 

MINING SECTOR’S RISK ASSESSMENT  

Note: P: Probability, C: Consequence, R: Risk. Prepared by: APOYO Consultoría.
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2.1.2.  POLICY RECOMMENDATIONS

The assessment of the ML/TF risks carried out identifies the main risks in the 
sector, as well as the associated vulnerabilities and consequences. Accordingly, it is 
necessary to take mitigation measures that will reduce exposure to ML/TF risks. The 
recommendations can be divided into: i) those related to the ML/TF prevention system 
in the mining sector; and ii) recommendations which are specific to the mining sector. 

Among the recommendations identified in relation to the ML/TF prevention 
system in the mining sector are, on the one hand, a better adaptation of ML/TF 
prevention regulations in the mining sector, given that it does not contemplate its 
specific characteristics. For example, there is a need to improve the differentiated 
analysis of risks in line with the size of the companies. On the other hand, training 
sessions should be given on ML/TF matters to the sector’s institutions. In addition, an 
improvement in inter-institutional coordination and a transfer of information are also 
important, especially between the national government and the regional governments. 

Among the recommendations of specific policies for the mining sector, worth 
mentioning are the application of a mining census to collect relevant indicators of the 
sector, such as informal mining production and the number of workers involved. This 
information could be shared within the sector’s statistical platform. In addition, it is 
further recommended to increase actions to mitigate illegal mining. To this effect, there 
would be a need to have a more efficient use of both physical and human resources. 

Moreover, it is recommended to improve the formalization process associated with 
artisanal and small-scale mining. To strengthen this process, the use of the One-Stop 
Processing Spot of the Ministry of Energy and Mining (MEM) and the approach of 
reasonable and enforceable deadlines and requirements for artisanal and small-scale 
mining companies are suggested.
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FIGURE 3 

ILLEGAL FLOWS FROM FISHERIES SECTOR

Note: illegal extraction of aquatic species is classified a crime 
since the enactment of the 1991 Criminal Code.

Prepared by: APOYO Consultoría.
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2.2. Fisheries Sector 
The illicit assets of the fisheries sector can be generated within the sector itself, for 

example through illegal fishing. Moreover, illegal assets produced outside the sector, 
such as profits derived from drug trafficking or corruption could be laundered in it. 
Lastly gains from legal or illegal fishing can be used for FT. 

In Figure 3, the illicit flows generated in the fisheries sector can be observed 
comparatively. In the past five years, the average volume of illicit assets totaled US$ 
173 million per year. These flows come mainly from the illegal fishing of anchovies and 
the subsequent illegal trade in fishmeal. 
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Exposure to ML/TF risk in the sector is associated with the existence of certain 
vulnerabilities. Some of these are the informality prevailing in the extraction by artisan 
vessels as well as the weak control of residual plants and those engaged in the reuse for 
the production of fishmeal.

Other relevant vulnerabilities are the deficiency existing in the system of control 
and disembarkation and supply of plants, the lack of presence of competent authorities 
in critical areas and of mechanisms to verify the legality of the origin of fishmeal. 

A particular case is that referring to the judicial authorization of fisheries permits 

TABLE 2 

FISHERIES SECTOR’S RISK ASSESSMENT 

Note: P: Probability, C: Consequence, R: Risk  Prepared by: APOYO Consultoría

No. Risks P C R

R1 Illegal Extraction 67% 70% High

R2 Illegal Processing 32% 65% Medium

R3 Illegal Selling 55% 49% Medium

R4 Drug trafficking funds invested in the fisheries sector 59% 76% Medium

R5 Other illicit activities invested in the fisheries sector 28% 42% Medium

R6 Unusual Customers 43% 54% Medium

R7 Terrorist activities financed by fishing enterprises 9% 78% Medium

2.2.1. ML/TF RISK ASSESSMENT 

The results of the exposure level to the ML/TF risks of the fisheries sector can be 
appreciated in Table 2. The risks identified are associated with the sector’s activities, 
such as illegal extraction, illegal processing and illegal commercialization; as well as 
activities carried out outside the sector such as funds from drug trafficking and other 
illicit endeavors laundered in the sector, the presence of unusual customers; 11 and, 
finally, the possible presence of national terrorist activities, such as Shining Path, 
financed by fishing enterprises. This last risk is analyzed in accordance with the FATF 
guidelines; however, the results obtained show that it has a very low probability of 
occurrence. 

The main risks of ML/TF in the sector are, on the one hand, the illegal extraction 
and processing of marine resources; and on the other, funds deriving from drug traffic, 
which are invested in the sector. Regarding illegal extraction, this is mainly associated 
with small-scale or artisan fisheries lacking an adequate control and surveillance 
system. Thus, risks of illegal exploitation are generated as well as the subsequent 
commercialization and generation of illicit assets.

............
11 This term refers to fishmeal 
buyers who have no background 
in the market or individuals 
without institutional credentials.  
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through precautionary measures filed. Thus, as far as the institution responsible for 
granting permits is concerned the judiciary competes with the Ministry of Production. 
The favored companies carry out fishing operations without regard to the regulations, 
extracting the resources illegally and increasing the risks of money laundering. In 
addition, regardless of the legality of the fishing, the lack of delimitation of certain 
functions increases the sectors risk of money laundering.   

The activities that represent ML/TF risks in the fisheries sector have a negative 
impact on society and the environment. They promote poor working conditions and 
the undertaking of illicit activities in the affected areas, as well as the depredation of 
marine resources.  

2.2.2. POLICY RECOMMENDATIONS 

In order to solve the current problem concerning the sector’s exposure to ML/
TF risks, it is necessary to implement different measures, which will reduce the 
vulnerabilities that make it possible for these risks to persist.   

The main recommendation is to evaluate the implementation of a preventive ML/
TF system in the sector by the Ministry of Production, specific to the activities of 
greater risk, such as fisheries extraction. In this case, with respect to extraction that lacks 
an adequate surveillance and control system such as small-scale or artisanal fisheries.

Yet another necessary measure is the improvement in the control of landings for the 
unloading of anchovy, which is the main source of illicit assets in the sector. This can 
be achieved through the implementation of a greater number of fixed landing points, 
which are controlled by the competent national or regional authorities.  

Likewise, there is a need to train the judges who process the precautionary measures 
of fisheries permits in terms of ML/TF risks they would be favoring. Thus, they could 
apply their faculties more conveniently without causing disorders which could hinder 
the control of legality in fish extraction and processing.  

Finally, a register of purchases and sales of marine resources is required, allowing 
for traceability.
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2.3. Timber Sector
The study of the timber sector focuses on the regions with the greatest availability of 

forest resources Loreto, Ucayali and Madre Dios, which account for 76% of the total 
hectares of Amazonian forests according to data from the Forest and Climate Change 
Strategy. Therefore, the valley of Apurímac, Ene y Mantaro (VRAEM) is excluded.  

The illicit assets of the timber sector can be generated in the sector itself, such as 
through illegal logging and illegal timber trade. In addition, it is important to point 
out that corruption is a factor that facilitates the commission of illicit activities in 
the sector, besides being an additional source of illicit assets. Moreover, illegal assets 
produced outside the sector, such as profits derived from corruption, drug trafficking 
or other crimes could be laundered in it. Lastly gains from legal or illegal activities 
within the sector can be used for FT.  

Figure 4 shows - comparatively - the estimated illicit flows, which could be generated 
in the timber sector. In the past five years, the average volume of estimated illicit assets 
amounts to US$ 155 million per year. This estimate was calculated from the monetary 
value of the production of final goods, which demand timber as an input: wooden 
floors, wooden accessories for construction, furniture and other timber products. 
Based on this monetary value, an estimate can be made as to what is its proportion 
with respect to the use of timber, that is to say, the monetary value of the timber used 
for the manufacture of these final goods is obtained.  The average price of timber is 
calculated to transform this value into timber quantity. This gives an indirect indicator 
of the amount of timber used, which is subtracted from the official production of 
SERFOR timber to obtain the amount of timber which is off the records, which would 
equal the amount of illegal timber. To this excess timber production, one must add 
the unauthorized volume of timber according to OSINFOR, in other words, timber 
which has already been identified as illegal. 
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FIGURE 4 

ILLEGAL FLOWS FROM TIMBER SECTOR
(IN MILLIONS OF US DOLLARS) 

Note: Illegal Flows from illegal timber extraction, crimes against 
forests or forest formations were determined in 200
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2.3.1. ML/TF RISK ASSESSMENT

The results of the level of exposure to the ML/TF risks of the timber sector can be 
seen in Table 3. The risk assessment of this sector includes three dimensions. First, the 
risks associated with the generation of illicit assets due to logging and illegal timber trade. 
Secondly, the entry into the timber sector of assets generated in other sectors. Thirdly, the 
presence of terrorism and its financing. 

Illegal logging is a result of a series of factors such as the existence of illegal extractors, 
both subsistence and larger operators with physical capital investment. Additionally, 
corruption is the main factor which allows the selling of illegal timber, which can reach the 
market through false documentation or even without any documentation. 

TABLE 3 

TIMBER SECTOR’S RISK ASSESSMENT 

Note: P: Probability, C: Consequence, R: Risk.  Prepared by: APOYO Consultoría.

No. Risks P C R

R1 Illegal selective logging 57% 57% Medium

R2 Change of use 50% 56% Medium

R3 Demand for illegal timber 50% 59% Medium

R4 Corruption funds invested in the timber sector 51% 59% Medium

R5 Drug trafficking funds invested in the timber sector 40% 58% Medium

R6 Other illicit activities invested in the timber sector 46% 58% Medium

R7 Presence of terrorism in forest areas 42% 56% Medium

Prepared by: APOYO Consultoría. 
Source:  INEI, OSINFOR, SERFOR 
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Among other vulnerabilities associated with the sector’s risks are the complex 
institutional arrangement of the sector as well as the deficiencies in management 
capacities and the correct allocation of resources. This situation ends up being critical in 
the regional forestry authorities of Loreto, Ucayali and Madre de Dios, which account 
for 82% of 2016 thick wood production according to SERFOR data. As specified at 
the beginning of the section, the VRAEM area is excluded from the study. 

Moreover, there is not an adequate interinstitutional articulation among the different 
public stakeholders of the sector; and added to this problem, is the lack of leadership of 
the forestry authorities. This situation is reflected in the low relevance of the National 
Forestry and Wildlife Management System (SINAFOR) as a space for coordination 
and collaboration of national and regional institutions in forest management.  

The timber sector presents different 
types of stakeholders with opposite 
perceptions of ML/TF risks in the 
sector. Among these stakeholders are 
the officials of the forest management 
and regulation system, businessmen, 
the NGOs, and the members of 
the control institutions. As a result, 
there are stakeholders who prioritize 
the preservation of natural resources 
against the exploitation of resources, 

given that they consider that this exploitation cannot be sustainable. However, 
another position is to consider that the sustainable exploitation of the resources rather 
guarantees its preservation.

Regarding the generation and use of illicit assets, the timber sector presents wide 
atomization, that is, multiple stakeholders who participate directly or indirectly along 
the value chain. According to the perception of stakeholders such as those of the forest 
management and regulation system and private stakeholders, there is mainly a scheme 
of illegality, instead of money laundering operations on a significant scale. However, 
the opinion of the Attorney General’s Office could be different, given the existence of 
current cases. Although these cases are confidential, considering that they are under 
investigation, it is public knowledge that they would be related to a greater organization 
for the illegal extraction of timber resources. 

Regarding illicit assets derived from activities such as drug trafficking, corruption 
or other crimes such as human trafficking or illegal mining, there is no systematic flow 
of these assets towards the timber sector. What is observed is the territorial presence of 
these activities that end up invading forest production areas, as is the case of coca leaf 
cultivation or illegal gold mining. 

In conclusion, the risk assessment of ML/TF in the timber sector shows an average 
risk level. The money laundering and terrorist financing problems, in the opinion of 
the main stakeholders in the sector, do not currently pose a serious problem. However, 
this does not imply that an effort should not be made to mitigate them. For example, 
if vulnerabilities such as corruption or lack of government capacity are not reduced, 
ML/TF risks are likely to be magnified in the future. 

The timber sector presents different types of stakeholders 
with opposite perceptions of ML/TF risks in the sector. 
Among these stakeholders are the officials of the forest 
management and regulation system, businessmen, the 
NGOs, and the members of the control institutions. 
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2.3.2. POLICY RECOMMENDATIONS

Based on the results obtained and the recommendations collected during the results 
discussion workshops with the sector’s stakeholders, a set of policy actions is proposed 
to mitigate exposure to the ML/TF risks in the timber sector. The actions have 
been clustered into the following categories: i) measures related to the institutional 
framework, ii) measures related to the supply of timber, iii) measures related to the 
demand for timber, iv) measures related to availability of information in the sector, and 
v) measures related to control and surveillance. 

The measures related to the institutional framework relate to the improvement 
of the sector’s governance. For example, in terms of decentralization, an increase in 
the presence of the National Forestry and Wildlife Service (SERFOR) in the main 
forest regions such as Loreto, Ucayali and Madre de Dios is proposed, so that there 
will be closer supervision. Currently, 
this institution has been establishing 
liaison offices in each region. It would 
be expected for this institutional effort 
to be consolidated and for the regions to 
maintain a permanent interaction with 
these offices. 

On the other hand, there is a large 
lack of knowledge regarding ML/TF, 
which can be corrected through training 
offered by the Peruvian Financial 
Intelligence Unit (FIU) to the main 
public stakeholders in the forestry sector 
at the national and regional levels. These 
training sessions can deal with issues of ML/TF risk identification and assessment, so 
that the authorities take notice of the problem and obtain technical and conceptual 
tools for its assessment and for the establishment of risk mitigation measures. 

Moreover, a greater involvement of institutions in the different forums for 
institutional coordination is suggested. For example, the FIU could participate in 
the meetings of the Multi-sectoral Commission against Illegal Logging. On the other 
hand, the president of this commission, SERFOR and OSINFOR, could join the 
Multi-sectoral Executive Commission against ML/FT (CONTRALAFT). In this line, 
the incorporation of the Ministry of Agriculture and Irrigation (MINAGRI) into 
the CONTRALAFT is suggested and for the ministry to determine which agency of 
the Ministry will be incorporated in accordance with the CONTRALAFT meeting’s 
agenda. 

As far as timber supply is concerned, the main problem is the existence of informal 
extractors who have not been assigned any land, and native communities which are not 
in the position to carry out sustainable extraction in their territories. These producers 

Moreover, a greater involvement of institutions in the 
different forums for institutional coordination is suggested. 
For example, the FIU could participate in the meetings of 
the Multi-sectoral Commission against Illegal Logging. On 
the other hand, the president of this commission, SERFOR 
and OSINFOR, could join the Multi-sectoral Executive 
Commission against ML/FT (CONTRALAFT). 
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extract illegal timber in an atomized manner, which is then collected and added along 
to the commercial chain, generating an illicit flow of relevance, creating the need to 
find out if there is a buyer in charge of transferring the timber extracted on a small 
scale to the main national markets, making this aggregate volume relevant. Thus, the 
allocation of land for small-scale extraction is suggested, the creation of associations of 
small extractors, an expansion of the oversight system in the native communities as a 
local monitoring system as well as the creation of public funds to finance small scale 

timber extraction.   

The problem of demand for timber 
is based on the lack of awareness of 
timber buyers, especially at the national 
level, since the largest amount of timber 
used in the country comes from Peru. 
For example, the ratio of imports vis-a-
vis the total supply of thick wood is 3%, 
while for wooden sheets and boards, it 
is 23%12. For this reason, campaigns to 
raise awareness among the population 

about the legality of wood should be carried out and the State should be obliged to 
buy only legal timber, to which effect, a purchasing clause regarding responsible timber 
should be included in the Government Procurement Law and its Regulations.   

The lack of information is a serious problem that the sector is experiencing. There is 
no systematized or updated information available; and as an aggravating factor, there is 
not a good communication between the institutions. Therefore, an inter-institutional 
forest statistics platform should be created and a forest cadaster developed. 

Finally, control and surveillance presents opportunities for improvement. On the 
one hand, the implementation of traceability systems is suggested. Moreover, there is 
a need for an enhancement of control posts through the reduction of their number, 
but they must be reinforced, to which end, the inclusion of different institutions in 
key control posts is suggested. These institutions would be SERFOR, the Attorney 
General’s Office and the Police Force, which, together, are responsible for supervising 
and controlling timber trade and for fighting its illegal trafficking.  At a geographical 
level, if applicable, entry into the City of Lima should be prioritized, as this is the 
main destination for timber nationwide. In addition, the strengthening of control 
posts translates into providing them with the tools necessary for the fulfillment of 
their role. This includes having basic services such as electricity, water, internet, among 
others. In addition, technology makes it possible to create tools to improve the sector’s 
information, which can be used to monitor logging activity. For example, the design 
of a digital application that will allow for traceability monitoring in real time would be 
a valuable asset in the fight against illegal timber. 

............
12  Data calculated from the 
INEI input-output matrix.

The lack of information is a serious problem that the sector 
is experiencing. There is no systematized or updated 
information available; and as an aggravating factor, there 
is not a good communication between the institutions. 
Therefore, an inter-institutional forest statistics platform 
should be created and a forest cadaster developed. 
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FIGURE 5 

 EXTRACTIVE SECTORS RISK MAP 

Elaboración: APOYO Consultoría.

2.4.  Extractive Sectors Risk Map
Figure 5 presents the risk map of the extractive sectors for the main risks of each 

sector. Accordingly, the main risks of the mining sector are illegal gold mining and 
drug trafficking funds invested in the mining sector. In the case of the fisheries sector, 
the main risks are the illegal extraction of the marine resources and, as in the case 
of the mining sector, the funds deriving from drug traffic, which are invested in the 
sector. For the timber sector, the main risks are illegal logging and revenue generated 
by corruption. Out of all the risks, we see that the highest priority points to illegal gold 
mining, although the illegal extraction of the marine resources and the funds from 
drug trafficking, which are invested into the mining sector, are also high risks. 
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