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EXECUTIVE SUMMARY 

This study assesses the level of exposure to risks of money laundering and terrorist financing 

(ML/TF) in the Peruvian timber sector. The study was prepared on the initiative of the Financial 

Intelligence Unit (FIU-Peru) of the Peruvian Superintendency of Banking and Insurance (SBS), 

which holds the Offices of Vice-President and Technical Secretariat of the Executive Multi-

Sectoral Commission against Money Laundering and Terrorist Financing (CONTRALAFT). The 

study counted with the collaboration of the German Cooperation implemented by GIZ on behalf 

of the Federal Ministry of Food and Agriculture of Germany.   

The Financial Action Task Force (FATF) defines money laundering as “...the processing of the 

criminal proceeds to disguise their illegal origin. This process is of critical importance, as it 

enables the criminal to enjoy these profits without jeopardising their source.”1. On the other 

hand, the FATF defines the terrorist financing as “...the financing of terrorist acts, and of 

terrorists and terrorist organisations”.  

The study of the timber sector focuses on the regions of Peru 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. Hence, 

the Valley of the Apurímac, Ene and Mantaro Rivers (VRAEM) is excluded.  

The methodological framework used to study the ML/TF risks follows the conceptual guidelines 

developed by the FATF in its 2013 guide for the assessment of money laundering and terrorist 

financing risks2. According to this methodology, risks are as results of three components: threats, 

vulnerabilities and consequences. Likewise, the ML/TF risk assessment process is composed of 

three phases: identification, analysis and assessment.  

The first phase consists in identifying the components associated with the ML/TF risks in the 

sector, that is to say, the threats, vulnerabilities and consequences, through the perceptions of 

the key stakeholders of the sector, which is collected through surveys and in-depth interviews. 

The second phase comprises the comprehensive analysis of these identified components and 

the measurement of ML/TF risks. Finally, in the third phase, the risk assessment is carried out, 

which makes it possible to establish policy or management guidelines to minimize the level of 

exposure.    

For what is more, illicit flows generated in the timber sector are estimated within the analysis 

phase. Given the little information available, an indirect estimation methodology is used based 

on the monetary value of the production of goods, which demand timber as an input. It is 

estimated that the volume of illegal timber production exceeds one million m3 per annum, which 

represents about 41% of total timber production. In monetary values, the illicit flows associated 

with this illegal production have reportedly been S/ 467 million - or US$ 155 million per annum, 

in the last five years.    

                                                
1 FATF available at < https://www.fatf-gafi.org/faq/moneylaundering/ > 
2 FATF 2013. FATF Guidance - National Money Laundering and Terrorism Financing Risks Assessment. 
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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 in order 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 to the amount of 

illegal timber. To this excess timber production, one must add the unauthorized volume of 

timber according to OSINFOR, in order words, timber which has already been identified as illegal.   

Table 1. Estimate of Illicit Flows in the Timber Sector (2007 - 2016) 

Production of Thick Wood (in 
thousands of m3) 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Consumption of thick wood 
(A) 

3,616 3,357 3,511 3,539 3,491 2,715 2,457 2,519 3,191 2,481 

Official production of thick 
wood (B) 

2,087 2,470 2,049 2,157 2,170 2,284 2,014 2,044 1,694 1,448 

Unauthorized volume of 
wood (C) 

    50 189 184 167 177 342 581 402 

Illegal production of thick 
wood (A-B+C) 

1,529 886 1,512 1,572 1,505 598 621 816 2,078 1,435 

% illegal production of wood 42% 26% 43% 44% 43% 22% 25% 32% 65% 58% 

Difference in millions of 
Soles 

463 308 449 510 490 265 296 381 744 649 

Source: INEI, OSINFOR, SERFOR. Prepared by: APOYO Consultoría. 

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 illegal assets generated outside of the sector for example through corruption, 

drug trafficking and other activities. Thirdly, the presence of terrorism and its financing.   

One of the main threats of the sector is given by the illegal selective extraction of wood carried 

out both by illegal subsistence extractors as well as by larger operators and with physical capital 

investment. Another threat within the sector is change of land uses, which in addition to 

generating illegal extraction, presents gaps to generate false documentation, which is used for 

the laundry of illegal wood extracted from other sources. Likewise, there is a demand for illegal 

timber that encourages its extraction and laundering of assets within the sector.  

On the side of the vulnerabilities, corruption is the main factor that allows the selling of illegal 

wood, which can reach the market through false documentation or even without any 

documentation. Further vulnerabilities associated with the sector risks are amongst others its 

complex institutional arrangement, the deficiency in management capacities and the lack of 

resources. This situation ends up being critical, especially in the regional forestry departments 

of Loreto, Ucayali and Madre de Dios, which account for 82% of 2016 thick wood production 

according to SERFOR data.  

On the other hand, there is not an adequate interinstitutional coordination among the different 

public stakeholders of the sector; and added to this problem, is the lack of leadership of the 
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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.   

Regarding the generation and use of illicit assets, the timber sector presents wide 

fragmentation, that is to say, multiple stakeholders who participate directly or indirectly along 

the value chain. According to the perception of stakeholders, such as the forest management 

and regulation authorities 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 assets from these 

activities 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 crops or illegal 

gold mining.  

Moreover, there is a great lack of knowledge regarding ML/TF among the main public 

stakeholders in the forestry sector at the national and regional levels, which can be corrected 

through training imparted by FIU-Peru. 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. 

Nevertheless, in the opinion of the main stakeholders in the sector, money laundering and 

terrorist financing, currently do not pose a major problem. However, this does not imply that 

one should abstain from an effort to mitigate existing risks. For example, if vulnerabilities such 

as corruption or lack of government capacity are not reduced, ML/TF risks are likely to increase 

in the future.  

In summary, the ML/TF risk assessment in the timber sector show a medium risk level, as can be 

observed in the table below. 
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Table 2. Risks Assessment of the Timber Sector  

No. Risks P C R 

R1 Illegal selective logging 57% 57% Medio 

R2 Change of use 50% 56% Medio 

R3 Demand for illegal timber 50% 59% Medio 

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

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

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

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

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

Based on the results obtained and the recommendations collected during workshops to discuss 

the results 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 as follows: 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 

institutional framework. 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.  

Moreover, greater involvement of institutions in the different forums for inter-institutional 

coordination is suggested. For example there has been coordination for the FIU-Peru to 

participate in the multi-sectoral commission against illegal logging, under the agreement 007-

2018-CONTRALAFT, taken in the third session of the CONTRALAFT.3   

As far as timber supply is concerned, the main problem is the existence of informal extractors 

who have not been assigned any particular land, and native communities which may not (be in 

the position to) carry out sustainable extraction in their territories. These producers extract 

illegal timber in an atomized manner, which is then collected and compiled along to the trade 

chain, generating a noteworthy illicit flow, thus 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. Accordingly, the allocation of land for small-scale 

extraction is recommended as well as the creation of associations of small-scale extractors, an 

expansion of the oversight system in the native communities as a local monitoring system and 

the creation of public funds to finance timber extraction on a small scale.  

                                                
3  In the agreement N ° 007-2018- CONTRALAFT, of the Third Session of the CONTRALAFT, it was approved: "Manage 

the participation of the Presidency / or the Technical Secretariat of the CONTRALAFT in the Commissions or Multisectoral 

Working Groups identified in the Report presented in this session." In the commission report, the illegal logging 

commission is one of the prioritized commissions for the year 2019. 
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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. 

The ratio of imports vis-a-vis the total supply of thick wood is 3%, while for wooden sheets and 

boards, it is 23%4. 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 clause on the responsible purchase of 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 cadastre developed.  

Finally, control and surveillance presents opportunities for improvement. On one hand, the 

implementation of traceability systems is suggested. On the other hand, 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 key. 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 related 

illegal traffic.  

At a geographical level, if applicable, entry points into the City of Lima should be prioritized, as 

this is the main destination for timber nationwide. In addition, the strengthening of control posts 

requires providing them with the tools necessary for the fulfilment 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 an APP that will allow for traceability 

monitoring in real time would be an asset in the fight against timber illegality.  

  

                                                
4 Data calculated from the INEI input-output matrix. 
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1. INTRODUCTION 

The Superintendency of Banking and Insurance (SBS) with the collaboration of German 

Cooperation implemented by GIZ has proposed the preparation of a study which analyses 

exposure of the Peruvian timber sector to risks of money laundering and terrorist financing risks 

(ML/TF) . In this context, GIZ has contracted the services of APOYO Consultoría to carry out an 

ML/TF exposure assessment in the Peruvian timber sector.  

The information 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 to collect 

their perception of ML/TF risks. This fieldwork was conducted for a month in Lima, where the 

national sector authorities are based, as well as in the main regions forest exploitation: Loreto, 

Ucayali and Madre de Dios. Accordingly, the Valley of the Apurímac, Ene and Mantaro Rivers 

(VRAEM) is excluded. In the case of secondary information, a review of the national and 

international regulatory framework on ML/TF matters was carried out. In addition, previous 

studies on the problem of illegal logging and the available databases were reviewed to serve as 

an input to estimate the illicit flows of the sector.  

The document is divided into nine sections.  

 Section 1 is the introduction.  

 Section 2 presents the conceptual framework to be used in this study. 

 Section 2 details the methodology of the analysis.  

 Section 3 explains the dynamics of the timber sector, the value chain and the institutional 
arrangement.  

 Section 4 presents the estimation of illicit proceeds from the sector.  

 Section 5 identifies the ML/TF risks in the timber sector.  

 Section 6 details the assessment of the identified ML/TF risks.  

 Section 7 presents the recommendations of the study. 

 Section 8 presents the conclusions of the study.  
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2. CONCEPTUAL FRAMEWORK 

This section describes the conceptual framework for the study of risks of money laundering and 

terrorist financing in the Peruvian timber sector, defining some concepts used for this purpose. 

These conceptual guidelines build on the Financial Action Task Force's (FATF) 2013 guide for the 

assessment of money laundering and terrorist financing risks.   

The FATF defines money laundering as “...the processing of the criminal proceeds to disguise 

their illegal origin. This process is of critical importance, as it enables the criminal to enjoy these 

profits without jeopardising their source.”5. Therefore, in the case of the timber sector, we must 

consider all the illicit assets generated from the productive activities of the sector, as well as all 

the illicit assets invested in the sector, which are laundered in the timber sector even though 

they come from of illicit activities outside this sector.    

On the other hand, the FATF defines the terrorist financing as “...the financing of terrorist acts, 

and of terrorists and terrorist organisations”. In the timber sector, this terrorist financing could 

benefit terrorist groups in the Peruvian territory as well as to foreign groups in the border areas.   

A money laundering and/or terrorist financing risk is a measure that 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 that 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 Chart 1, the causal relationships between the 

aforementioned components and exposure to ML/TF risks are shown schematically.   

Chart 1. Components of ML/TF Risks   

 
Prepared by: APOYO Consultoría 

The threats correspond to activities, people or groups of people that can potentially cause 

damage to the State, society, economy, etc. They are the causes of money laundering and 

terrorist financing. In this context, the threats include criminal or terrorist groups, their 

facilitators, illicit funds and the ML/TF activities they carry out. As threats of the sector we can 

consider amongst others the illegal extraction of wood, the change of land use and the revenue 

                                                
5 FATF available at < https://www.fatf-gafi.org/faq/moneylaundering/ > 

Threats (T) Vulnerabilities (V) 

Probability 

Consequences (C) 

Exposure to AML/TF  

Risks 
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generated by illicit activities outside the sector such as illegal mining and corruption which are 

invested in the sector.   

On the other hand, vulnerabilities are conditions which can cause a threat to materialize, or 

which may facilitate its expansion. They also include those specific characteristics of the sector 

that make it attractive for ML/TF activities to take place. The vulnerabilities of the sector include 

the high level of informality, the deficiencies in the management and allocation of the 

authorities' resources, the interinstitutional discoordination, corruption and others.  

Finally, the consequences correspond to negative impacts generated by the ML/TF and/or its 

associated crimes in the State, the economy and society in general. Consequences for the sector 

include environmental damages caused, increased violence and crime, economic losses, and 

others.   
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3. METHODOLOGY 

The ML/TF risk assessment process, following the FATF guidelines, consists of three phases: 

identification, analysis and assessment. The first phase consists of identifying the components 

associated with ML/TF risks in the sector; threats, vulnerabilities and consequences (T/V/C). The 

second phase comprises the comprehensive analysis of these components and the 

measurement of ML/TF risks, with the same stakeholders and experts from the sector being one 

of the main sources of information. Finally, in the third phase, the risk assessment is carried out 

to establish policy or management recommendations to minimize the level of exposure. Chart 2 

visualizes the process for ML/TF risk assessment.    

The first phase of the risk assessment process is the identification of the ML/TF risk components 

in the sector studied: threats, vulnerabilities and consequences. To carry out this identification, 

it was done a review of the existing literature and a workshop to identify these components with 

the experts of the sector are conducted. Later the collected information is systematized and 

validated in a working meeting with the forestry experts of GIZ. This information is also 

contrasted with the information collected in the fieldwork carried out.  

For the analysis phase of the threats, vulnerabilities and consequences, the different sources of 

information are used, both primary and secondary. On one hand, the primary information 

consists of a survey aimed at the main stakeholders in the timber sector collecting their specific 

valuations to each of the components (T / V / C) of ML/TF risks. It should be noted that in these 

surveys, in addition to the questions for the hypothesis comparison, open questions are included 

to enable the respondents to propose new components which had not been identified in the 

initial phase, as well as their assessment of them. In addition, through in-depth interviews with 

sector stakeholders, we seek to understand how each of these components of ML/TF risks 

interact. On the other hand, following the recommendations of the FATF, the primary 

information is contrasted with sources of statistical information available to validate the 

valuation assigned to each component of ML/TF risks.   

In the analysis phase, the risk of ML/TF is also measured based on the information collected. 

Following the definition of risks, the values assigned to the threats and vulnerabilities determine 

the probability of occurrence of the acts of money laundering and terrorist financing. The risks 

are the result of the joint valuation of the probability of occurrence and the consequences. Thus, 

analytically we have 𝑅 = 𝑓(𝑃, 𝐶) and 𝑃 = 𝑓(𝑇, 𝑉), where 𝑅 is the risk level, 𝑃 the probability of 

occurrence of the illicit ML/TF activity, 𝐶 are the consequences, 𝑇 are the threats on the sector, 

and 𝑉 the sector’s vulnerabilities.  

The last phase is the ML/TF risk assessment, which prioritizes the most relevant risks or the 

components of risks (T / V / C) which can be addressed effectively through public policies. This 

generates a series of actions that seek the mitigation of ML/TF risks.   
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Chart 2. ML/TF Risk Assessment Process  

 
Prepared by: APOYO Consultoría 

3.1. Information Gathering Instruments 

The conceptual guidelines allow structuring the analysis of ML/TF risks in the timber sector, 

while the assessment process defines the steps that the diagnosis should follow. However, the 

secondary information available would not be sufficient to meet the objectives of the study. 

Therefore, for the identification of the components as well as for the proposed policy measures, 

work meetings are held with three types of experts and stakeholders in the sector: the private 

sector, the public sector and civil society. Meanwhile, in the analysis phase, surveys and 

interviews are carried out with the stakeholders of the sector, while quantitative techniques are 

used to measure ML/TF risks. The design and application of these instruments are explained 

below.  

3.1.1. Workshops or Work Meetings  

The workshops or work meetings with experts from the timber sector were the first qualitative 

tool to guide and/or validate the progress of the study and which helped to formulate the initial 

hypothesis. The format of these meetings was open questions. A first workshop was held to 

identify the components of risks (T / V / C) and given the great diversity of the stakeholders, it 

was considered more productive to hold work meetings segmented by groups of stakeholders 

with the purpose of discussing the preliminary results of the risk assessment and the proposal 

of policy measures to mitigate the main ML/TF risks.  

The selection of the participants of the meetings was made by the consultant team in 

coordination with the SBS. Some of the main stakeholders in the timber sector, both private and 

public, were invited. The stakeholders were formally invited by the SBS in coordination with GIZ.    

The identification workshop of the money laundering and terrorist financing (ML/TF) risks 

associated with the timber sector was carried out on January 23, 2018 with an approximate 

Identification 

Analysis 

Assessment 

• Identify the main threats, 

vulnerabilities and 

consequences of ML / TF. 

• Establishment of sectors and 

components to be prioritized and 

action measures. 

• Study the T / V / C, assign a 

value and establish a 

measure for ML / TF risks. 

Management actions 

to reduce ML / TF 

risks 

• Management actions to 

anticipate and limit possible 

ML / TF risks 
. 

• Expert judgment 
• Work meeting 

• Surveys 
• Interviews 
• Risk measurement 

techniques 

• Expert judgment 

 

• Interviews with stakeholders of the AML / CTF system 
• Work meeting 

Instruments: 
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duration of four hours. The objective of the workshop was that the main sector stakeholders 

identify the components of ML/TF risks in the sector following the FATF methodology; that is to 

say, identify the threats, vulnerabilities and consequences along the value chain of the 

extraction, production and selling of wood, as well as possible illicit flows which are introduced 

in the sector for laundering purposes.  

The workshop was attended by 35 people from different institutions. An introductory 

presentation was made by the consultant team and subsequently four working groups were 

formed. Each group was given a brief introduction to the definitions of money laundering and 

terrorist financing, to the study conducted in the sector and to the objectives of the workshop. 

In this manner, at the time of identifying the risk components, participants were acquainted to 

the main terms used. Table 1 shows the list of participants classified by type of institution.   

Table 3. List of Participants by Type of Institution at the Identification Workshop 

Type of Stakeholders Lima 

Value Chain Companies 2 

ADEX 2 

Institutions of the Forest Management and Regulation System  11 

MINAGRI 2 

OSINFOR 4 

SERFOR 5 

Control and Repression Institutions 12 

Peruvian Navy  2 

Police Force 2 

PRODUCE 3 

SERFOR-CAF 1 

SERNANP 3 

SUNAT 1 

Sector’s Specialists and Experts 10 

Biomodus 1 

CONAP 1 

Earth Innovation Institute 1 

EIA 2 

FSC Peru/Desarrollo Integral Consultores SAC 1 

GIZ 1 

Independent 1 

Kené 1 

Sociedad Nacional de Industrias 1 

Total 35 

Prepared by: APOYO consultoría. 

A brief recap of the previous explanation was conducted in the groups and colour cards were 

distributed so that they can individually list all the threats, vulnerabilities and consequences that 

they consider relevant. Once this task was completed, each group pinned them on their panels. 

The groups then discussed the contents of the cards, filtering the redundant ones and re-
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classifying some of the components. After finishing this analysis, one member of each group 

briefly explained the components (T / V / C) which had been identified.   

After the workshop, the collected information was systematized, so that the repeated 

components were deleted, the segmentation thereof was analysed and some of them were 

rewritten in order to have greater clarity. In addition, a meeting was held with the GIZ forestry 

team, who were able to validate the identified components. 

The work meetings were held after obtaining the preliminary results on the ML/TF risk 

assessment. Considering the opposing positions presented by the key stakeholders, these were 

segmented into three groups: public sector, private sector and civil society. These meetings were 

held on April 25 and 27, 2018. In these meetings, the findings obtained up to that moment were 

validated and commented on. A second objective was the proposal of policy measures for the 

mitigation of ML/TF risks in the timber sector.  

3.1.2. Surveys and Sample 

Through this instrument, the opinion of the stakeholders of the timber sector is gathered 

regarding the threats, vulnerabilities and consequences of ML/TF risks which they consider 

relevant, as well as the valuation of those components previously identified and validated. The 

survey is applied to a sample of the main types of stakeholders in the Peruvian timber sector.   

It considered private companies that are part of the value chain of the sector (extraction, 

transformation, processing); the institutions that make up the management, regulation and 

supervision system (SERFOR, OSINFOR, Regional Governments with their Regional Departments 

or Divisions of Natural Resources); other public institutions that monitor the sector either for 

information or legal control purposes (the National Service for Natural Protected Areas - 

SERNANP, the Environmental Protection Department of the Police Force, the Ombudsman's 

Office, the Specialized Prosecutor's Offices in Environmental Matters, PRODUCE); as well as non-

governmental organizations or research centres with experience in forestry issues. 

The following entities specialized in the timber sector, participated in the survey: 

Table 4. List of participants in the survey by type of institution 

Type Entity 
Number of 

entities 

Number of 

participants 

International 

Earth Innovation Institute 1 1 

Environmental Investigation Agency 2 2 

GIZ 2 2 

HELVETAS SWISS INTERCOOPERATION 1 1 

Private Sector  

Business association 1 1 

Consultant 2 2 

Municipal Savings and Loans Fund 1 1 

Private Forestry Company 6 6 

Non-profit organization 2 2 

Public Sector 

Centre for Productive Innovation and Technology Transfer 2 2 

Ombudsman's Office 1 1 

Navy of Peru 1 3 

Regional government 2 2 

Ministries 5 9 

OEFA 1 1 
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Type Entity 
Number of 

entities 

Number of 

participants 

OSINFOR 1 2 

SERNANP 1 3 

SERFOR 1 2 

Programa Nacional de Conservación de Bosques 1 1 

SERVICIO DE INTELIGENCIA 1 1 

TOTAL  35 45 

Prepared by: APOYO consultoría. 

One of the limitations faced during the application of the survey is the lack of updated and 

systematized information of the sector. First, because there is high informality and official data 

sources only register formal companies. Second, the study not only requires knowing the 

perception of the institutions about the ML/TF risks of the sector, but also the volume and 

destination of the illicit funds generated.    

However, given the impossibility of obtaining a representative sample, a segmentation is 

established by types of stakeholders, such as those mentioned above. With this, the valuation 

of the components of risks is extracted, as well as the perceptions about the magnitude and the 

destinies of the illicit funds from the different positions of the sector. On the other hand, certain 

regions, which would have the largest illegal wood production are identified: Loreto, Ucayali and 

Madre de Dios; Meanwhile, the City of Lima would be the main destination market. Therefore, 

in addition to considering the variety of stakeholders, their distribution in the areas mentioned 

must be considered.   

Taking into account these considerations, a total of 48 virtual surveys were carried out. Out of 

these, 26 were answered by key stakeholders from Lima, 6 from Loreto, 10 from Ucayali, 5 from 

Madre de Dios and 1 from San Martín. In addition, the largest number of respondents belong to 

institutions responsible for control and repression or are specialists and experts in the sector.   

Table 5. Number of Surveys answered by Type of Stakeholders in each Region 

Type of Stakeholders Number of Surveys answered 

Value Chain Companies 5 

Lima 1 

Loreto 1 

Madre de Dios 1 

Ucayali 2 

Sector’s Specialists and Experts 13 

Lima 6 

Loreto 2 

Madre de Dios 1 

Ucayali 4 

Forest Management and Regulation System Institutions 10 

Lima 6 

Loreto 1 

Madre de Dios 2 

Ucayali 1 

Control and Repression Institutions 20 
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Type of Stakeholders Number of Surveys answered 

Lima 13 

Loreto 2 

Madre de Dios 1 

San Martín 1 

Ucayali 3 

Total 48 

Prepared by: APOYO Consultoría. 

 

Regarding the model of the survey, it is important to mention that the survey was semi-

structured; open questions are incorporated to gather the opinion of the stakeholders. Closed 

questions are also incorporated, so that a structured analysis of the components can be made. 

In addition to asking about some characteristics of the respondent and providing key definitions, 

the survey was divided into sections. The first section included the perceptions regarding the 

magnitude of illicit funds generated in the sector or from other sectors, as well as their main 

destinations. The information in this section helped to estimate the illicit flows of the sector 

following the methodology detailed in the following subsection. Then, the second section 

collected information on the valuations of the components of risks: threats, vulnerabilities and 

consequences. These data served as an input to estimate the level of exposure of ML/TF risks in 

the timber sector following the FATF methodology.  

In the specific case of the ML/TF risk assessment, the option of open questions at the end was 

included to collect the opinion of the respondents, as well as closed questions, using Likert6 

scales. In this scheme, the questions require the respondent to assign, from their perception, a 

value level for each threat, vulnerability and consequence. A scale from 1 to 10 was considered, 

where 1 corresponded to the lowest valuation of the component (T / V / C) and 10 to the highest 

valuation. As an example, Chart 3 simulates a respondent's responses to a set of vulnerabilities. 

In this case, there was a vulnerability with a rated 7, another with a minimum rating (rated 1) 

and the rest with valuations in between.  

Chart 3. Example of Vulnerability Assessment 

 

 
 

Sector Vulnerabilities Valuation 

Corruption of the authorities 6 

Little coordination between the institutions that fight ML / TF 7 

Little presence of authorities in extraction areas 5 

Gaps the current legal framework to combat ML / TF in the sector 2 

Lack of preventive measures to combat ML / TF 4 

Lack of knowledge about the ML / TF risks by the authorities 1 

Lack of training of the competent authorities 3 

Prepared by: APOYO Consultoría. 

                                                
6 It is a tool in the collection of primary data for the research proposed by Rennis Likert in 1932. 

(Scale) 
Low Vulnerability High Vulnerability 
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For open questions, a question about the existence of other components that have not been 

considered and their evaluation is included for each section of the risk components.  

3.1.3. In-Depth Interviews 

In-depth interviews have the objective to explore the perception of the interviewees about the 

dynamics of the illicit flows generated or destined to the sector, to understand the interaction 

between the components of the ML/TF risks (T / V / C), to identify "hidden" stakeholders and 

explore possible mitigation measures for risks. In the interviews, the questions are open; the 

information is obtained without establishing response parameters. For example, it asks: “Do you 

consider that the problem of the selling of illegal wood has worsened or improved over time, 

both for national and international destinations?”. On the other hand, links are established 

between the topics of interest through the questions of the interviewer, enriching the level of 

information obtained.  

The interviews are applied to some of the main stakeholders in the timber sector as well as to 

specialists in the sector and/or in the prevention of ML/TF risks. The list of interviewees follows 

the structure of the stakeholders invited for the survey. It considered companies along the value 

chain, institutions of the forest management, regulation and supervision system, public 

institutions indirectly related to the sector, and specialists in the sector. The interviews are 

conducted in the main timber production areas (Loreto, Ucayali and Madre de Dios), and to a 

lesser extent in the City of Lima. Table 3 shows the list of stakeholders interviewed.    

There are differences between the types of stakeholders interviewed, for example between the 

private sector and the public sector or specialists. The latter had greater availability of 

information on the institutional functioning of the sector, and management and control 

indicators. Meanwhile, private companies have a better knowledge of the business activities and 

the impacts of illegal logging on their income, or, in their absence, the possible impact of ML/TF 

risk mitigation measures. For this reason, through the cross-questioning, we go deeper into the 

particularities of each type of stakeholders and, at the same time, both points of view served to 

complement one another.   

Table 6. Number of Interviews conducted by Type of Stakeholder in each Region 

Type of Stakeholders Number of Interviews conducted 

Value Chain Companies 6 

Lima 1 

Loreto 1 

Madre de Dios 1 

Ucayali 3 

Sector Specialists and Experts 7 

Lima 4 

Loreto 2 

Madre de Dios 0 

Ucayali 1 

Forest Management and Regulation System Institutions  19 

Lima 5 

Loreto 5 
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Type of Stakeholders Number of Interviews conducted 

Madre de Dios 3 

Ucayali 4 

Control and Repression Institutions 15 

Lima 5 

Loreto 4 

Madre de Dios 3 

Ucayali 3 

Total 45 

Prepared by: APOYO consultoría. 

 

3.2. Measurement of ML/TF Risks 

ML/TF risks are measured based on the data collected during the fieldwork. The assessments of 

the threats and vulnerabilities identified determine the likelihood that the timber sector will be 

used to launder assets and/or terrorist financing; while, the risks are the result of the 

conjunction of the probability of occurrence and its consequences. Analytically, we have 𝑅 =

𝑓(𝑃, 𝐶) and 𝑃 = 𝑓(𝑇, 𝑉), where 𝑅 is the risk level, 𝑃 the probability of occurrence of the illicit 

ML/TF activity, 𝐶 are the consequences, 𝑇 are the threats of the sector, and 𝑉 the sector’s 

vulnerabilities.   

To estimate the level of exposure of ML/TF risks, what is used are the information collected 

through the surveys and the application of quantitative techniques. First, using the subjective 

assessments of the stakeholders surveyed, numerical values are estimated for each of the 

threats (𝑇), vulnerabilities (𝑉) and consequences (𝐶) identified and grouped into categories. 

Secondly, an aggregation function of these components is proposed at the level of each risk and 

the probability of occurrence of each AML/TF risk identified is calculated. 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).   

The Bayesian Network technique7 involves modelling the dependency between the components 

and estimating their probability of occurrence using the Bayes probability rule. Thus, the 

probability that a vulnerability is high is conditioned by the value that another vulnerability 

takes. For example, the likelihood of inter-institutional discoordination depends on the level of 

management capacity and resources. If the probability that there is little management capacity 

and resources is high, then the probability that there is inter-institutional discoordination tend 

to be high. As a result of this exercise, a value is obtained that indicates whether the risk studied 

has a high probability of occurrence.  

The example can be extended to more vulnerabilities and considering illegal logging as a threat, 

as illustrated in Chart 4. The system is represented by three threats: the funds generated by 

selective logging, the change in use and the demand for illegal wood; accompanied by three 

vulnerabilities: the poor regulatory framework, the low management and resources capacity, 

and the lack of leadership by the forest authorities. In addition, there is a degree of dependence 

                                                
7 A more detailed explanation of the algorithm for estimating Bayesian Networks can be found in Lauritzen, and 

Spiegelhalter (1988). 
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between the variables which is modelled through a conditional probability. Thus, the probability 

of the risk to be calculated includes the dependency relationships among the identified 

vulnerabilities of the sector, although at first sight it only depends on the threat and its 

immediate vulnerabilities.  

Chart 4. Example of Probability Estimate Application 

 
Prepared by: APOYO Consultoría. 

3.2.1. Assessment of Threats and Vulnerabilities 

In the case of threats and vulnerabilities, in addition to estimating their assessment by analysis 

criteria, the aim is also to collect the interaction that exists between them. Therefore, in addition 

to the process used to assess the consequences, the assessment of each component is 

estimated, including the effects of the other components using the Bayesian network technique 

(threats are related to other threats and vulnerabilities to other vulnerabilities).  

The attribution of values to the threats and vulnerabilities is based on the analysis criteria 

established and as a first step the dependency relationships between them are established. 

These relationships are built considering the characteristics of the ML/TF prevention system and 

are carried out following the expert opinions. To understand it better, Chart 5 shows some 

examples of criteria for analysing threats and vulnerabilities and their dependency relationships. 

In the case of vulnerabilities, one of these relationships between the analysis criteria of this 

component is the effect of the deficient regulatory framework on management capacity and 

resources.   

Once the levels of dependence between the criteria for analysing threats and vulnerabilities 

have been established, a quantitative value is assigned to them; that is to say, the probabilities 

that the components at the level of each category are high are estimated. To do this, first the 

values attributed by the key stakeholders through the surveys are tabulated and then the 

probabilities of each criterion are estimated considering their dependency level. If the analysis 

criterion depended on another, the conditional probability of having a high threat or 

vulnerability in that criterion is estimated. On the other hand, if there was no dependency level, 

the unconditional probability is calculated. Finally, to find the assessment of each category, we 

estimate its marginal probability using the rules of probability calculation. 

 

Threats 

A1: Selective Logging 
A2: Change of Land Use 
A3: Demand for illegal wood 
 
Vulnerabilities 
V1: Poor regulatory framework 
V2: Negligible capacity for 
management and resources 
V3: Lack of leadership from 
forest authorities. 
 
Risk Event 
R1: Risk Measure 
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Chart 5. Example of the Analysis Categories and their Dependency Relationships   

 
Prepared by: APOYO Consultoría. 

In order to explain the calculation process in a didactic way, an example is proposed in which 

the assessment of two vulnerability analysis criteria of a group that presents a fictitious sample 

of three key stakeholders is carried out. We start from the dependency relationships shown in 

the example of Chart 5. Specifically, the criteria of the deficient regulatory framework and the 

negligible capacity for management and resources are considered. The first does not have a 

dependency relationship, while the second does depend on the first. Therefore, as a first step, 

the unconditional and conditioned probability must be calculated, as appropriate.   

Chart 6 shows the calculation of the unconditional probability for the criterion of deficient 

regulatory framework denoted by (𝐶𝐴1), which consists of two vulnerabilities. The scores of 

each vulnerability obtained through the survey are collected, which range from 1 to 10, and a 

threshold is set at 7. Then, it is assumed that the score above said value indicates that the 

vulnerability is high. Thus, out of 6 responses obtained (two vulnerabilities by the three 

stakeholders), only one is below the threshold. Therefore, counting the frequencies of the 

answers has the probability that the criterion (𝐶𝐴1) has high vulnerabilities is 5/6 and its 

complement, which are low or medium, is 1/6.  

Chart 6. Calculation of the Probability of the Analysis Criteria without Dependency   

Analysis Criteria 1 (CA1): Poor Regulatory Framework 
 

 C1 C2 Answer Count > 7 
Response from Stakeholder 

indicates that CA1 has 

Stakeholder1 10 9 2 / 2 High Vulnerabilities 

Stakeholder2 8 10 2 / 2 High Vulnerabilities 

Stakeholder3 5 10 1 / 2 Low Vulnerabilities 

 
 
 

𝑃(𝐶𝐴1) = (1
6⁄ , 5

6⁄ ) 

 
 

Prepared by: APOYO Consultoría. 
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In the case of the criterion little management capacity and resources (𝐶𝐴2), the calculation of 

the conditional probability includes the results of the deficient criterion regulatory framework 

(𝐶𝐴1). Nine responses are obtained under this criterion (3 vulnerabilities and 3 respondents). 

Chart 7 show the assigned scores.   

Unlike the previous calculation, the counting of the answers per person surveyed takes into 

account the assessment that each one assigns to the deficient criterion regulatory framework. 

For example, both Stakeholder 1 and Stakeholder 2 consider that the criterion (𝐶𝐴1) has high 

vulnerabilities and between the two 5 of their 6 answers they are above the threshold, set at 7. 

Therefore, when doing the counting the frequencies we obtain that the probability that the 

criterion (𝐶𝐴2) has high vulnerabilities conditional on the criterion (𝐶𝐴1) having high 

vulnerabilities is 5/6 and its complement 1/6. The Stakeholder 3, who considers that the 

criterion (𝐶𝐴1) has low vulnerabilities, has only one of his answers above the threshold. Then, 

the probability that the criterion (𝐶𝐴2) has high vulnerabilities conditional on the criteria (𝐶𝐴1) 

having low vulnerabilities is 1/3 and its complement 2/3. In this way, we obtain the set of 

conditional probabilities, a process that can be repeated for larger samples and for the rest of 

the analysis criteria that have dependency relationships. 

Chart 7. Calculation of the Probability of the Analysis Criteria with Dependence 

Analysis Criteria 2 (CA2): Negligible Capacity for Management and Resources 
 

 V1 V2 V3 Result of CA1 Criteria 
Answer Count 

>7 CA1 

Stakeholder1 10 9 8 High Vulnerabilities 3 / 3 

Stakeholder2 5 10 8 High Vulnerabilities 2 / 3 

Stakeholder3 9 3 4 Low Vulnerabilities 1 / 3 

 

     𝑃(𝐶𝐴2|𝐶𝐴1 = 𝑣𝑢𝑙𝑛𝑒𝑟𝑎𝑏𝑖𝑙𝑖𝑑𝑎𝑑 𝑎𝑙𝑡𝑎) = (1
6⁄ , 5

6⁄ ) 

 
 
 
     𝑃(𝐶𝐴2|𝐶𝐴1 = 𝑣𝑢𝑙𝑛𝑒𝑟𝑎𝑏𝑖𝑙𝑖𝑑𝑎𝑑 𝑏𝑎𝑗𝑎) = (1

3⁄ , 1
3⁄ ) 

 
Prepared by: APOYO Consultoría. 

After obtaining the conditioned and unconditional probabilities, we proceed to estimate the 

joint probabilities and the marginal probabilities that for the purposes of the study represent 

the valuations of the vulnerabilities. Following the example of the two analysis criteria, the joint 

distribution of probabilities is estimated following the formula:  

𝑃(𝐶𝐴1,  𝐶𝐴2) = 𝑃(𝐶𝐴2|𝐶𝐴1) × 𝑃(𝐶𝐴1); 

Meanwhile, the marginal probabilities of criterion 𝐶𝐴1 are estimated from  

𝑃(𝐶𝐴1 = 𝑖) = ∑ 𝑃(𝐶𝐴1 = 𝑖,  𝐶𝐴2 = 𝑗)

𝑗

 

5/6 responses indicate that CA2 

category has a high vulnerability 

since CA2 has a high vulnerability  

1/3 responses indicate that CA2 

category has a high vulnerability 

since CA2 has a low vulnerability  
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Where 𝑖, 𝑗 = {𝐿𝑜𝑤 𝑉𝑢𝑙𝑛𝑒𝑟𝑎𝑏𝑖𝑙𝑖𝑡𝑦, 𝐻𝑖𝑔ℎ 𝑉𝑢𝑙𝑛𝑒𝑟𝑎𝑏𝑖𝑙𝑖𝑡𝑦}, and in a similar way the marginal 

probabilities of 𝐶𝐴2 are calculated. In Chart 8 the result of the calculation of the joint and 

marginal probabilities is presented. It is obtained that the probability that the deficient 

regulatory framework (𝐶𝐴1) has high vulnerabilities is of 30/36 = 0.83. Therefore, from the 

proposed interpretation of results, it is said that the assessment of the vulnerabilities of the 

criterion (𝐶𝐴1) is 0.83, and similarly for the criterion 𝐶𝐴2 it is said that the vulnerabilities have 

an assessment of 27/36 = 075. Finally, the proposed method can be replicated for all the criteria 

of the timber sector studied.   

Chart 8. Calculation of Probabilities of the Analysis Criteria 

Formula for the probability calculation: 
𝑃(𝐶𝐴1, 𝐶𝐴2) = 𝑃(𝐶𝐴2|𝐶𝐴1) × 𝑃(𝐶𝐴1) 

 

 𝐶𝐴2 
𝑃(𝐶𝐴1) 

𝑃(𝐶𝐴1, 𝐶𝐴2) Low Vulnerability High Vulnerability 

𝐶𝐴1 

Low Vulnerability 2
18⁄  1

18⁄  6
36⁄  

High Vulnerability 5
36⁄  25

36⁄  30
36⁄  

𝑃(𝐶𝐴2) 9
36⁄  27

36⁄  1 

 
𝑃(𝐶𝐴1𝑣. ℎ𝑖𝑔ℎ, 𝐶𝐴2𝑣. ℎ𝑖𝑔ℎ) = 𝑃(𝐶𝐴2𝑣. ℎ𝑖𝑔ℎ|𝐶𝐴1𝑣. ℎ𝑖𝑔ℎ) × 𝑃(𝐶𝐴1𝑣. ℎ𝑖𝑔ℎ) 

 

𝑃(𝐶𝐴1 = 𝑣. ℎ𝑖𝑔ℎ, 𝐶𝐴2 = 𝑣. ℎ𝑖𝑔ℎ) = 5
6⁄ × 5

6⁄ = 25
36⁄  

Prepared by: APOYO Consultoría. 

 

3.2.2. Valuation of the Consequences  

The consequences are valuated following a counting process and establishing thresholds that 

measure the severity of the consequences. The first step for this analysis is to group the 

consequences by analysis criteria. The use of these criteria implies the methodological 

advantage of facilitating the analysis given that it is possible to distinguish between categories 

with higher or lower levels of negative consequences and to increase the number of 

observations that are held for each category.  

After setting the threshold of the component, we proceed to count the number of stakeholders 

that have responded above this threshold and the measurement of value is given by the ratio of 

the respondents who consider the components of each category as serious with respect to the 

total of respondents who rated these components in the survey. In other words, the measure 

assigned to each category reflects the likelihood that the consequence will be serious from the 

point of view of the respondents.  

Chart 9 shows the calculation of the unconditional probability for the criterion of analysis of 

social damages, denoted by (𝐶𝐴1), which has two consequences. The scores of each 

consequence obtained through the survey are collected, which range from 1 to 10, and the 

threshold is set to 7. Then, it is assumed that the score above said value indicates that the 
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consequence is serious. Thus, of the 6 responses obtained (two consequences by three key 

stakeholders), only one is below the threshold. Therefore, counting the frequencies of the 

answers, there is the probability for the criterion (𝐶𝐴1) to have serious consequences is 5/6 and 

its complement, which are low, is 1/6. This process can be replicated for larger samples and for 

the rest of the analysis criteria that do not have dependency relationships.  

Chart 9. Example of the Calculation of the Probability of the Analysis Criteria  

Analysis Criteria 1 (CA1): Social Prejudices 
 

 C1 C2 Answer Count > 7 
Response from Stakeholder 

indicates that CA1 has 

Stakeholder1 10 9 2 / 2 Serious Consequences 

Stakeholder2 8 10 2 / 2 Serious Consequences 

Stakeholder3 5 10 1 / 2 Low Consequences 

 
 
 

𝑃(𝐶𝐴1) = (1
6⁄ , 5

6⁄ ) 

 
 
 

 
Prepared by: APOYO Consultoría. 

3.2.3. Aggregation of T/V/C 

Once the valuations of the risk components have been estimated: threats, vulnerabilities and 

consequences, these valuations are aggregated in order to obtain a single measurement per 

component and thus estimate their level of exposure to ML/TF risks. As a measure of 

aggregation for each component, a simple average of the evaluations obtained at the analysis 

criterion level is performed.   

After obtaining the average valuations by component, the probability of exposure to ML/TF risks 

is calculated. The probability is estimated as an average of the aggregated values of the threats 

and vulnerabilities. Finally, based on the probability of occurrence and the assessment of the 

consequences, the level of exposure to ML/TF risks is estimated.  

3.2.4. Map of ML/TF Risks  

Finally, a risk map prepared from the measurements of the ML/TF risk components is presented. 

The risk map is a Cartesian plane where the horizontal axis presents the severity of the 

consequences and the vertical axis the probability of occurrence of the risk (Chart 10). This 

visualization makes it possible to identify the risk exposure level of the timber sector. Thus, those 

that are furthest from the origin of the Cartesian plane (more to the top right) will be the groups 

with greater exposure to ML/TF risks.   

To make a correct interpretation of the results it is important to consider two considerations. 

First, the ML/TF risk exposure measure obtained in the present study following the FATF 

methodology is based on the subjective assessment of timber sector stakeholders. Therefore, 

5/6 responses indicate that CA1 

criteria has a serious consequence 

Ratio of CA1 having 

low consequences 
Ratio of CA1 having 

high consequences 
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the risk exposure measure should be interpreted as an indicative value that reflects the self-

perception of the timber sector.   

Second, although arbitrary criteria have been established to obtain the final measure of the 

exposure of ML/TF risks, such as the thresholds in the valuation of the components or the use 

of averages to add these components, these have been indistinct to all the components. 

Therefore, the results are valid in relative terms and it is possible to compare the scores obtained 

among the different components of each group to establish a level of prioritization which then 

serves for the implementation of management actions.   

Chart 10. Example of Exposure Map of ML/TF Risks  

 
Prepared by: APOYO Consultoría. 
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4. TIMBER SECTOR 

4.1. Value Chain8 

The value chain of the timber sector includes the activities of exploitation, transformation and 

selling of timber, being the national market the main destination market. According to data 

presented by the director of SERFOR at the Conference of the Parties to the United Nations 

Framework Convention on Climate Change in 2014, only 12% to 14% of the timber produced 

domestically is exported. The main timber production centres are in the cities of Iquitos in 

Loreto, Pucallpa in Ucayali, and Puerto Maldonado in Madre de Dios. These are also the regions 

with the greatest availability of forest resources, which account for 76% of the total hectares of 

Amazonian forests9.    

4.1.1. Forest 

The Peruvian forest covers an area of approximately 74 million hectares, of which almost 70 

million correspond to Amazonian forests, 4 million to seasonally dry forests and 200,000 

hectares to Andean forests (Strategy of Forests and Climate Change, 2016). Out of the 

Amazonian forests, more than 90% of the country's timber is extracted.  

The forested territories are classified into categories of use. Some of these categories are 

authorized for the extraction of wood such as farms, rural communities, native communities, 

timber concessions, permanent production forests and reforestation concessions. However, 

there are other categories which do not have authorization for the legal extraction of timber but 

could contribute to the volumes extracted and traded in the timber markets. These categories 

include protected natural areas and forest areas without assigned forest rights.   

At this first stage, the forest, timber prices are very low, around 0.45 Soles per foot of standing 

tree or US$ 30 Dollars per cubic meter.   

Table 7. Forest Use Categories (2013) 

Category In thousands of Hectares 

Properties 623 

Rural communities 734 

Native communities 11,547 

Logging concessions 7,180 

Non-concessioned permanent production forests 8,887 

Non-timber concessions 853 

Reforestation concessions 124 

Protected natural areas (ANP, ACR, ACP) 18,243 

Conservation and ecotourism concessions 853 

Territorial reserves 1,688 

Forest areas without assigned forest rights (wetlands, not categorized) 18,852 

Total 69,584 

                                                
8 The prices used for each stage of the value chain were approximated based on the statistics of the National Forestry 

Chamber, interviews with experts in the sector and the following public studies: i) CNF-SERFOR, 2016, Primer on prices 

of forest products and services, Lima, ii) CESVI, 2015, Technical Report, Wood in Palotoa, Madre de Dios, iii) Ríos, 2013, 

Report on case studies on wood prices, in Amazonas and Ucayali. iv) Vásquez, 2011, Characteristics of the wood industry 

and prices of wood in the scope of the project and its area of influence, Amazonas. 
9 Source: Forest Strategy and Climate Change (2016). 
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Source: National Forest Strategy and Climate Change. 

Regarding the national use of thick wood, a recent study published by the United Nations Food 

and Agriculture Organization and the Technological Institute of Production (ITP) - Centre for 

Technological Innovation of Wood (CITE Madera) on the wood industry in Peru10, indicates that 

in 2015, production of 1.7 million m³ of thick wood was recorded, the lowest level of production 

in the last ten years. This can be seen in chart 11, which presents the production of thick wood 

from 2000 to 2015.    

As for the areas of origin of the timber, Loreto, Madre de Dios and Ucayali concentrate 86% of 

the production of thick wood. According to the timber supply, the production of wood in logs 

consists mainly of the species of virola sp (cumala), maytenus laevis (capinuri), calycophyllum 

spruceanum (capirona), chorisia sp (lupuna) and cedrelinga cateniformis (tornillo).   

Chart 11. Evolution of the National Production of Thick Wood (in thousands of m3)   

Source: FAO (2018). 

4.1.2. Log Yard 

Due to the weather conditions, it is not possible to use and mobilize wood throughout the year. 

The temporary season of use of this resource corresponds only to the months where there are 

no rains, which correspond to four or five months a year. For this reason, as soon as the trees 

are cut down, it is necessary to transport the logs to a place which can be accessed throughout 

the year. This site is called “log yard” and is located near a road or a navigable river.  

Normally, the operator that cuts the trees is the one in charge of transporting them to the 

transformation plant. However, in some cases the trunks or wood in paddocks are sold to 

intermediaries.   

In this stage, the average price of timber has increased considerably, ranging between US$ 100 

and US$ 130 per cubic meter.   

                                                
10 This Study is based on information provided by MINAGRI and the production from the Ica, Moquegua, Apurímac, Puno, 

Huancavelica, Tumbes, Lima, Tacna and Arequipa regions is not indicated. 
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4.1.3. Primary Transformation Plant  

The plants of primary transformation are those that receive the wood coming from the log yard 

and transform it into sawn wood. However, when carrying out this transformation, the volume 

of wood is considerably reduced. These yield ratios of sawn timber range between 40% and 50%, 

depending on the species. In line with this reduction in the usable volume of wood, the price of 

m3 of wood increases, being between US$ 200 and US$ 300 per cubic meter.  

According to SUNAT data for 2015, 7807 primary transformation plants are registered in the 

country, an amount that does not consider those operating illegally.  

The infrastructure of most of these primary transformation plants is deficient, with wood blocks 

being the final product. This wood requires a new processing that is carried out by the secondary 

transformation plants. However, the distribution centres and the final consumer also acquire 

wood at this level.   

The plants of improved transformation are those that receive wood from portable sawmills or 

plants of primary transformation, which have deficiencies of cut, angles, size or thickness. These 

plants reprocess that wood to improve the quality thereof. 

4.1.4. Secondary Transformation Plant  

According to SUNAT information for 2015, there are 12,996 registered secondary 

transformation plants. These plants are supplied with wood from stationary sawmills, from 

portable sawmills, from improved primary transformation plants, or from distribution centres. 

As for the price, they pay for the wood demanded, this can vary between US$ 200 to US$ 300 

per cubic meter of wood in the regions and between US$ 300 and US$ 400 in Lima and other 

large cities.  

According to recent FAO data, the contribution of the first and second transformation of timber 

to GDP is in fifth place among the 31 industrial sectors of manufacturing in Peru. However, these 

official data do not take into account the informal sector. Hence, it does not consider 

approximately 10,000 companies, which are mostly microenterprises. The production of these 

informal companies corresponds to 0.05% of the national GDP.   

4.1.5. Distribution Centres 

The distribution centres acquire wood from the sources already mentioned above and, within 

the timber value chain, are the ones that have the closest relationship with the final consumer. 

Regarding the number of distribution centres that exist at the national level, there is no official 

statistics in this regard. When consulting with CITE Madera, they indicated that the data of the 

existence of more than 2,000 warehouses distributed throughout the country is conservative.  

4.1.6. End Consumers of Timber 

90% of the national production of timber goes to the domestic market. According to recent data 

from FAO, the Peruvian market bought wooden products and furniture worth more than US$ 

3.5 billion in 2007. In the international market, exports have followed a downward trend, as 

indicated in Chart 12. 
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Chart 12. FOB Value of Exports of Timber Products (In millions of Dollars) 

 
Source: Veritrade. 

4.2. Regulatory and Institutional Framework 

4.2.1. ML/TF Policy and Regulatory Framework 

This section develops the legal and institutional anti-money laundering and combating against 

terrorist financing framework (AML/CTF).  

Money Laundering (ML) Crime: 

In the criminal sphere, the behaviours that constitute the crime of money laundering are 

described in Legislative Decree n.° 1106, Legislative Decree of Effective Struggle against Money 

Laundering and Other Crimes Related to Illegal Mining and Organized Crime. The basic figures 

punished according to Legislative Decree n.° 1106 are acts of conversion and transfer and acts 

of concealment and possession of property, effects or proceeds of illicit origin (Articles 1 and 2), 

as well as acts of transportation and transfer of money or titles of illicit origin (Article 3), in order 

to avoid the identification of their origin, seizure or confiscation.  

Being an autonomous offense, for the investigation and prosecution, it is not necessary that 

criminal activities which produced the money, property, effects or profits, to have been 

discovered, be subject to investigation, judicial process or have been previously tested or of 

condemnatory sentence. Article 10 of Legislative Decree n.° 1106 presents an exemplary non-

restrictive limitation of criminal activities whose profits may be subject to the crime of money 

laundering, and adds at the end a general clause which allows covering any criminal figure: “or 

any other ability to generate illegal profits”. The general clause allows then to affirm that acts of 

conversion, transfer, concealment or possession of the assets originated from the commission 

of the crime of illegal trafficking of wood forest products, described in Article 310-A of the Penal 

Code, could constitute a crime of money laundering.  

Framed within the crimes against the natural resources, the penal code described in the Article 

310-A establishes that the crime of illegal traffic of timber forest products comprises the 

acquisition, storage, transformation, transport, concealment, custody, selling, shipment, 

unloading, import, export or re-export of products or timber forest specimens, whose illicit 

origin is known or can be presumed. The criminal protection of natural resources is the 

complement of its protection in the administrative sphere.  
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Terrorism Financing (TF) Crime: 

On the other hand, the conducts that constitute the crimes of terrorism and terrorist financing 

are described in the Decree Law n.° 25475, which establishes the penalty for the crimes of 

terrorism and the investigative procedures, the instruction and the trial. The crime of terrorist 

financing is attributed to the person or persons who by any means, directly or indirectly, inside 

or outside the national territory, voluntarily provide, contribute or collect means, funds, 

financial or economic resources or financial services or related services or of any nature, 

whether of licit or illicit origin, for the purpose of committing any of the offences provided for 

in Decree Law n.° 25475, any of the terrorist acts defined in treaties to which Peru is a party, 

carrying out the purposes or ensuring the existence of a terrorist group or individual terrorists. 

Anti-Money Laundering and countering the terrorist financing (AML/CTF) system 

The Peruvian AML/CTF System includes the following actors: the Peruvian Financial Intelligence 

Unit (FIU-Peru), the reporting entities, the Supervisory Bodies, the Control Bodies, the Attorney’s 

General Office, the Police Force, the Judiciary and other institutions. The Regulations also 

establishes the duty of all public institutions to join forces with the National AML/CTF System.  

The system to prevent ML/TF is led by the FIU-Peru, which was created by Law n.° 27693, 

approved by Supreme Decree No. 018-2016-JUS. This institution is in charge of receiving, 

analysing, treating, evaluating and transmitting information to the competent authorities for 

the detection of money laundering and terrorist financing, as well as contributing to the 

implementation by the reporting entities of the system to prevent ML/TF.  

Chart 13. AML/CTF System Chart  
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National Policy and Plan against Money Laundering and the Terrorist Financing 
 
The National Anti-Money Laundering and Terrorist Financing Policy of Peru, was enacted by 
Supreme Decree n.° 018-2017-JUS. The policy is based on the results of the 2016 National ML/TF 
Risk Assessment and focuses on long-term state intervention.  
 
Additionally, there is the National Plan against Money Laundering and Terrorist Financing 
(PNLAFT) 2018-2021, enacted by Supreme Decree n.° 003-2018-JUS, which aims to define, plan 
and implement actions in the short and medium term, aimed at increasing efficiency and 
effectiveness in the prevention, detection, investigation and sanction of ML/TF in Peru.  
 
The Plan contains 58 concrete actions, with the respective indicators, responsible parties and 

deadlines, ensuring adequate short- and medium-term implementation of the aforementioned 

National Policy. The National Plan focuses on four strategic areas: prevention, detection, 

investigation and sanction, and coordination.   

The strategic area of prevention represents the first stage in the fight against ML/TF. It aims to 

protect the financial and non-financial sector from being used for criminal purposes as well as 

reduce the occurrence of ML/TF.  At this stage, the ML/TF activities are properly identified and 

controlled.    

The second strategic area focuses on detecting and timely communicating activities related to 

ML/TF  

The third strategic area includes the effective investigation and sanction of individuals involved 

in ML/TF crimes committed at the national and international levels, whose responsibility rests 

within the justice system or requires collaboration of other public entities.   

Finally, in the area of coordination the National Plan aims to strengthen the active and clearly 

articulated participation of the public sector, private sector and civil society in the fight against 

ML/TF.  

4.2.2. Forest Sector Policy and Regulatory Framework 

There is a wide variety of stakeholders regarding the public institutions directly involved in the 

regulation and supervision of the forest sector. The administrative structure that oversees the 

forest management in Peru is under the authority of: i) National Forestry and Wildlife Service 

(SERFOR), in charge of regulatory political functions at national level; ii) Regional Governments 

and Local Governments, responsible for the execution of forest policy and regulations, including 

the promotion and control of the use of forests; and iii) Forest Resources Oversight Agency 

(OSINFOR), in charge of the inspection of forest permits.    

In regards to the area of transformation, the following institutions play a role : iv) Regional 

governments, responsible for the supervision and control of primary and secondary processing 

plants; v) The National Superintendency of Customs and Tax Administration (SUNAT), 

responsible for the administration of taxes generated from economic activity; and vi) Centre for 

Technological Innovation of Wood (CITE Madera ), with the function to improve the productivity 

and competitive position of companies on their request  
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Other institutions with interference in the value chain of timber are described in Table 8, which 

summarizes the roles of the key institutions in the timber sector.  

Table 8. Description of the Role of Public Institutions in the Timber Sector  

Stakeholder Name Role 

National Forest and Wildlife Service 
(SERFOR) 

Regulatory technical authority at national level, in charge of setting the norms and 
establishing the procedures in the forest and wildlife areas (Article of the Forest and 
Wildlife Law n.° 29763) 

Regional Governments 
Responsible for the execution of policies and adequate management of forest resources 
according to the transfer of granted forest functions  

Ministry of Environment (MINAM) 
Governing body in  the environmental sector, with the function of designing, establishing, 
executing and supervising the national and sectoral environmental policy   

National Program for the 
Conservation of Forests 

Responsible for the promotion of the conservation of 54 million hectares of forests, 
through incentives for the maintenance and management of forests  

General Bureau of Climate Change, 
Desertification and Water 
Resources 

National authority appointed to fulfil the commitments assumed in the United Nations 
Framework Convention on Climate Change (1992) 

OSINFOR 

Responsible for the implementation of Nationally Determined Contributions, part of the 
Paris Agreement on Climate Change ratified by the Peru in 2016. Thus, in charge of 
supervising and overseeing the management of forest resources, wildlife and 
environmental services in areas with authorization certificates. 

CITE-Madera (PRODUCE) 
Technical entity specialized in promoting innovation, competitiveness and quality 
improvement in different stages of the transformation and industrialization of the timber 
sector 

SUNAT Responsible for supervising the tax management of the sector  

Source: SERFOR, MINAM, OSINFOR, PRODUCE. Prepared by: APOYO Consultoría. 

 

In Article 12 of the Forestry Law n.° 29763, SINAFOR was created as a space for concertation of  

the above-mentioned institutions, as well as other actors responsible for the use and 

conservation of the forest : “Create the National Forest and Wildlife Management System 

(SINAFOR) as a functional system composed of the ministries and public agencies and 

institutions at the national, regional and local levels that exercise competences and functions in 

forestry and wildlife management; by regional governments and local governments; and by 

recognized forest management committees. The SINAFOR integrates functionally and 

territorially the policy, the norms and the management instruments; the public functions and 

relations of coordination of State institutions in all sectors and levels of government, the private 

sector and civil society, in terms of forest management and wildlife”.  

Another structure of coordination created in the same Law n.° 291763 is the National Forestry 

and Wildlife Commission (CONAFOR), which according to Article 17 is integrated “by specialists 

from Government entities and civil society linked to the forestry and wildlife activity. Includes 

representatives of regional governments of the provincial, district, and those located in rural 

areas; of representative organizations of indigenous peoples; of business institutions; of 

academic institutions; and from non-governmental organizations”.  

Furthermore, the Agrarian Policy of MINAGRI, the Environmental Policy of MINAM, the National 

Forestry and Wildlife Policy, the Public Investment Policy in Forest Development 2014-2020 of 

the MEF and the Competitiveness Agenda form part of the political and legal framework that 

regulates the sector. Regarding normative framework, there is a vast list of laws and regulations 

that monitor forestry activity in the country.  According to Articles 66, 67 and 68 in the 

Constitution of Peru, the natural resources, renewable and non-renewable, are national 

heritage; the government establishes the national environmental policy and is obliged to 
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promote the conservation of biological diversity and protected natural areas. In addition, since 

1978 several laws have been enacted to provide the appropriate regulatory framework for the 

sector.   

Among the laws enacted for the sector, the most relevant legal instruments were the four 

regulations of the Forestry and Wildlife Law n.° 29763: the Forest Management Regulations 

(Supreme Decree n.° 18-2015-MINAGRI), the Wild Fauna Management Regulations (Supreme 

Decree n.° 19-2015-MINAGRI), Regulations for the Management of Forest Plantations and 

Agroforestry Systems (Supreme Decree n.° 20-2015-MINAGRI) and the Forest and Wild Fauna 

Management Regulations in Native and Peasant Communities (Supreme Decree n.° 21-2015-

MINAGRI). 

In addition, Legislative Decree n.° 1319 establishes measures to promote trade with forest 

products and wildlife of legal origin. This norm declared of national interest the implementation 

of the National Forest and Wildlife Information System (SNIFFS). Likewise, it established that the 

competent ARFFS for the granting of qualifications and approval of management plans, must 

send to OSINFOR and SERFOR, under administrative, civil and criminal responsibility, an 

authenticated copy of the granted titles and the approved management plans within a 

maximum term of fifteen (15) business days of having issued the act of granting or 

corresponding approval. In this way, the timely supervision was improved through the 

submission of information by the Regional Governments to OSINFOR regarding the approved 

forest management plans. 

4.3. National ML/TF Typology: Investments with funds from illegal logging  

The following is a typology of money laundering related to the sector identified by the FIU-Peru. 

This typology shows the intention to give legitimacy to funds obtained from illegal logging 

through a scheme that makes use of front men, facade companies, and falsification of 

documents (for the export of timber). 

4.3.1. Description of the Typology 

In this case the people who commit the crime of money laundering belong to the family group 

A, which creates several companies dedicated to the export / import of timber, one of which is 

domiciled in Peru (A1) and three domiciled abroad (A2, A3, A4). Foreign companies import A1 

timber in large quantities of tons.   

These exports are controlled by the Peruvian Government to prevent the export of illegal timber. 

However, through an intervention carried out by the authorities of timber sector, it was 

identified that the documentation presented by A1 in one of the exports was false since the 

timber intended for export did not have a known origin.  

It is identified that A1 registers several shell companies as suppliers of timber (B1, B2, B3, B4) 

that, due to the characteristics of their shareholders and the physical facilities of the companies, 

do not seem to have the profile to dedicate themselves to the preparation, processing and 

export of timber.   

These suppliers register as members of a family group B (residents in the timber collection zone, 

in the Peruvian jungle) and they are located on the margin of the river, close to the areas where 
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the timber is extracted. Among the commercial activities carried out are: extraction, cutting, 

sawmill, export and transport of timber.   

Through another intervention, tax documents and statements were obtained that allowed 

determining that the shareholders of the shell companies (family group B) are in fact frontmen 

of family group A. 

In order to secure its assets, family group A had created an administrative company in a country 

considered a tax haven; this company manages the funds of the companies of the family group 

and progressively acquires and creates more companies in other parts of the world (A5, A6, A7).    

4.3.2. General Chart 

Chart 14. ML Typology General Chart  

 

 

 

5. ILLEGAL ASSETS IN THE SECTOR 

The illicit assets in the timber sector correspond to the production of illegal timber. However, 

there is no updated information on the production of total timber and the national forestry 

inventory, still under construction, does not provide exclusively information on the areas of 

operational use.  Therefore, it is not possible to estimate with a direct method the volume of 

illegal timber that could be related to other illicit activities such as money laundering.    

Thus, to estimate the volume of illicit proceeds derived from ML/TF activities in the timber 

sector, an indirect measurement method is analysed from the monetary value of the production 
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For this analysis, all the economic activities carried out in Peru following the uniform 

international industrial classification through the economic activity code (ISIC) were first 

identified. Afterwards, it was determined which activities demanded timber in its different 

forms as an input for its production. The economic activities identified in this analysis were: (i) 

sawn timber, (ii) wooden floors, (iii) wood accessories for construction, (iv) other wood products 

and (v) furniture.   

The first data necessary for this methodology corresponds to the monetary value of the 

production of each economic activity. , For this calculation, the data of the added value of each 

one of the activities of the INEI was used. In order to obtain the value of the gross production of 

the added value of each economic activity, a constant ratio was assumed between both values, 

derived from the product input matrix of 2007. This table illustrates the monetary value of all 

the inputs required by the different economic activities to produce.   

To exemplify the calculation of this ratio for the case of gross production of sawn wood, the data 

in Table 6 can be used, as it illustrates  the value-added data (1,202 Soles) and the value of the 

gross production (2,666 Soles).  Dividing both values equals the figure of 0.45, which is used to 

convert the added value of the following years to gross production.  

In addition, table 9 presents the monetary value demanded of each type of input to produce 

sawn timber (roundwood, sawnwood and other non-timber inputs) and the monetary value of 

the gross production of the economic activity, making it possible to calculate the use ratios of 

each type of sawn timber input used. For example, to calculate the ratio of use of roundwood, 

one would only have to divide the demanded value of the input (S/ 997.00) by the value of gross 

production (S/ 2,666.00), which would result in 37% of the value of gross sawnwood production 

being used to buy roundwood. Thus, if these use ratios remain constant over time, the calculated 

2007 ratios can be used to obtain the value of sawn timber inputs used for all years of the study. 

Table 9. Calculation of the use ratios by Type of Timber demanded by the Sawmills  

Sawn timber inputs  Value in Soles Ratio of Use 

Total 1,464   

Thick wood 997 37% 

Sawn timber 213 8% 

Others 254 10% 

Gross Aggregate Value 1,202   

Value of Gross Production 2,666   

Source: INEI. Prepared by: APOYO Consultoría. 

 

It is necessary to know the ratio of the national production of those inputs since we only want 

to know the value of the wood produced nationally. To determine the ratio of national 

production, the product input matrix is used, which includes the value of imports, so that the 

ratio of national production of each type of wood demanded can be calculated.  

To calculate the monetary value of each input demanded, it is necessary to use the data 

calculated before. As an example, Table 10 calculates the value of the inputs demanded by 

sawmills. To facilitate the calculation of the data, an annual production value of 100 million Soles 
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is assumed. As it was illustrated in the previous example, the inputs demanded by the sawmills 

are thick wood and sawn timber. For both cases, using the ratios of use of those inputs and those 

of their national production, the pecuniary value of thick wood and sawn wood demanded by 

the sawmills can be obtained. In the case of thick wood demanded by sawmills, this is calculated 

by multiplying the rate of use of this type of input (37%) by the ratio of national production of 

this input (99.90%) by the production of sawn wood (100 million),  equal to 36.96 million Soles. 

This means that in order to produce 100 million Soles of sawn wood, thick wood should be 

purchased for an amount of 36.96 million Soles.  

Table 10. Example of Calculation of the Value of the Inputs demanded by the Sawmills  

Inputs demanded by sawmills  Indicators Values 

Thick Wood In millions of Soles 36.96 

Heavy wood usage ratio   Ratio 37.00% 

National production ratio of thick Wood Ratio 99.90% 

Sawn timber In millions of Soles 7.82 

Usage Ratio of Sawn Timber Ratio 7.99% 

Ratio of saw timber national production   Ratio 97.83% 

Source: INEI. Prepared by: APOYO Consultoría. 

 

Following the previous example, the monetary value of the thick wood (36.96 million Soles) and 

that one of the sawn wood (7.82 million Soles) demanded by the sawmills to produce 100 million 

Soles of sawn timber are calculated. However, to be able to add them, we must transform both 

values into millions of Soles of thick wood. In other words, the aim is to obtain how much was 

spent on thick wood for the production of 7.82 million Soles of sawn wood. This transformation 

can be determined through the ratio of the use of sawn wood by the sawmills, the value of the 

demand of sawn timber as an input to the demand of thick wood.  

Table 11 exemplifies this transformation, multiplying the 7.82 million Soles of the value of the 

sawn wood demanded by the sawmills by the ratio of use of thick wood to produce sawn wood 

(37.00%). Thus the result obtained is 2.89 million Soles. This value corresponds to the value of 

the demand of thick wood to produce sawn wood that served as input to the sawmills. In other 

words, 2.89 million Soles of thick wood was required to produce the 7.82 million sawn wood 

needed for the production of the 100 million sawn timber. Therefore, adding this value to that 

of the thick wood resulted in 39.85 million Soles, which is the total value of the thick wood 

demand to produce 100 million Soles of sawn timber.   

Table 11. Example of calculating the value of inputs in thick Wood  

Inputs demanded by sawmills  Indicators Values 

Thick wood In millions of Soles 36.96 

Sawn timber In millions of Soles 7.82 

Thick Wood Usage Ratio Technical Coefficient 37.00% 

Thick wood demanded In millions of Soles 39.85 

Source: INEI. Prepared by: APOYO Consultoría. 
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Following the methodology explained above, the total value of the thick wood will be calculated, 

used as an input for the production of the five types of products mentioned at the beginning of 

the section. However, since sawn wood is used as an input for other goods, we should not add 

it to the total timber demanded because that would mean counting it twice. However, the value 

of sawn timber exports should be considered, whose data is obtained from the Veritrade 

platform. This data should be multiplied by the rate of thick wood used to produce sawn wood 

so that it can be added to the other values obtained. 

In Table 12, the total demand of thick wood is calculated in millions of Soles   for each economic 

activity that produces final wood goods in the year 2007. Therefore, by adding these 4 values to 

the one of the exports determines the total annual demand of thick wood for the production of 

the different goods 

Table 12. Value of the total of the thick wood demand by economic activity (2007)  

Wood inputs In millions of Soles Value  

Wood floor In millions of Soles 462.94 

Wood accessories for construction In millions of Soles 244.98 

Other wood products In millions of Soles 61.14 

Furniture In millions of Soles 168.38 

Exports of sawn wood in thick wood In millions of Soles 156.98 

Total of thick wood demanded In millions of Soles 1094.42 

Source: INEI, Veritrade. Prepared by: APOYO Consultoría. 

Additionally, in order to transform the monetary value into quantity of wood, the latter should 

be divided by the average price of the wooden basket used. For the construction of this data 

information on the prices by species of wood, as well as the amount of wood produced per 

species was needed. Consequently, information from SERFOR´s statistical yearbooks was used, 

in order to acquire the prices of the thick wood purchased by the transformation plants for the 

period 2011 -2013. For the rest of the years  an assumption of the prices was made, based only 

on the variation of inflation Similarly the information regarding the production by species of 

wood was available only for the years 2007 until 2015.  Thus, in order to carry out the analysis 

from 2007 to 2017, an assumption was made about the average distribution in the years with 

no information available.  

To exemplify this calculation in a simple way, we propose a basket of timber species only of 

three products: shihuahuaco, cumala and tornillo. In addition, the prices of the thick wood per 

species of the year 2007 are taken and a distribution is assumed considering only the production 

of these three species. By multiplying each price by its participation in the national production 

and adding these quantities, the average price of the thick wood per board foot is obtained, 

which in the given example equals 0.67 Soles.  

Table 13. Example of calculating the average price of thick wood per board foot   

Wood Species Price 2007 Distribution 

Shihuahuaco 0.94 10% 

Cumala 0.43 50% 
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Wood Species Price 2007 Distribution 

Tornillo 0.90 40% 

Average price of thick wood 0.67   

Source: SERFOR. Prepared by: APOYO Consultoría. 

By dividing the monetary value of the thick wood demand by the average price of the thick wood 

per m3 of each year, the national thick wood production in m3 is obtained. If from these values 

the ones of the official production reported by SERFOR are subtracted, an estimate of the illegal 

production of wood would be obtained and with it of the illicit flows from the timber sector.  

Table 14 shows the estimated national thick wood annual consumption for the period 2007-

2016, as well as the official production reported by SERFOR and the volume of wood not 

authorized registered by OSINFOR. Based on this information, the production of illegal timber is 

estimated. First, the difference between the total wood consumption (A) and the official 

production (B) corresponds to the extraction of illegal wood without any registration (A-B). 

Second, of the official production registered by SERFOR, a part is not authorized according to 

OSINFOR. This corresponds to the registered illegal wood (C). Therefore, the total illegality of 

the sector is estimated by the sum of unregistered illegal wood (A-B) and registered illegal wood 

(C).  

Thus, if their values are taken into account, illegal wood production has been more than one 

million m3 per year, representing about 41% of the total wood production. In monetary values, 

the illicit flows associated with this illegal production would be S/ 467 million or approximately 

US$ 155 million per year. Due to the methodology used, it is not possible to determine the 

percentage of illegality by destination of the wood. However, considering that the greater 

demand for wood comes from the local market, it would be expected that the illegal wood will 

also be destined to a greater extent to the local market.  

Table 14. Estimation of Illicit Flows in the Timber Sector (2007-2017) 

Production of thick wood (in 
thousands of m3) 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Consumption of thick wood 
(A) 

3,616 3,357 3,511 3,539 3,491 2,715 2,457 2,519 3,191 2,481 

Official production of thick 
wood (B) 

2,087 2,470 2,049 2,157 2,170 2,284 2,014 2,044 1,694 1,448 

Unauthorized wood volume 
(C) 

    50 189 184 167 177 342 581 402 

Illegal production of thick 
wood (A-B+C) 

1,529 886 1,512 1,572 1,505 598 621 816 2,078 1,435 

% illegal production of wood 42% 26% 43% 44% 43% 22% 25% 32% 65% 58% 

Difference in millions of 
Soles 

463 308 449 510 490 265 296 381 744 649 

Source: INEI, OSINFOR, SERFOR. Prepared by: APOYO Consultoría. 
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6. IDENTIFICATION OF ML/TF RISKS 

The first step in the ML/TF risk assessment is the identification of its component i.e. threats, 

vulnerabilities and consequences. The identification process involved the participation of 

stakeholders of the wood industry through a discussion workshop. After that, the components 

were systematized and categorized. In addition, a cross-section was made with the secondary 

information available in order to give greater support to the identified risk components.  

Likewise, after identifying the ML/TF risk components, interviews were conducted to the main 

stakeholders of the sector at the national level, which confirmed the suitability of the identified 

components and lead to an expert opinion on how each of the identified components detailed 

below operates. 

6.1. Threats 

Based on the discussion workshop held with stakeholders in the sector, seven threats have been 

identified that lead to ML/TF risks. These can be classified into: i) sources of illicit assets via 

logging and illegal timber trade such as illegal selective extraction, change in land use or specific 

demand for illegal timber; ii) assets derived from illicit activities outside the timber sector11, such 

as corruption, drug trafficking, among other illicit activities; and iii) threats related to the 

terrorist financing, such as the presence of Sendero Luminoso remnants and terrorist groups on 

the Colombian border. 

Table 15 shows the complete list of identified threats. In some cases, these have been grouped 

into categories that are useful for the ML/TF risk analysis. For example, in the case of change of 

the threat of land use, there could be some variants depending on the determinant of use, such 

as agriculture or livestock. There could also be variants for other illicit activities such as the 

cultivation of coca leaf that results in the production of cocaine or land trafficking in the Amazon. 

There are specific threats, however, such as income derived from corruption or drug trafficking 

that can be invested in the timber sector.   

As far as illegal extraction is concerned, most illegal timber would be extracted selectively in 

forest territories without authorization. This hypothesis is corroborated in interviews with 

experts from the sector. However there is no official statistic about it.  A simple exercise can be 

carried out. The volumes of irregular production, which would be an approximation to the 

illegality, measured by OSINFOR, reach on average 1.4 million m3 for the period 2014-2017. In 

that same period, the average deforested areas in the timber production regions of Loreto, 

Ucayali and Madre de Dios were around 300,000 hectares, of which part of the extracted wood 

could be going to the markets. Even under the assumption that all species with commercial value 

derived from deforestation result in illegal timber traffic, there is no explanation of the volumes 

of illegal extraction considered.  

In addition, although in the opinion of the experts this illegal extraction appears to be small-

scale and disorganized, the possibility of companies laundering assets in the forestry sector 

cannot be ruled out.  

                                                
11 Following the guidelines of the FATF, the determination of illicit activities that could launder their assets in the timber 

sector is done through the information collected from the main stakeholders in the sector. 
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Table 15. Threats of the ML/TF of the timber sector  

Threats 

A1: Selective extraction 

Illegal logging of wood selectively at small and large scale 

A2: Change of use land 

Change in land use for agriculture that generates illegal timber extraction  

Change in land use for livestock that generates illegal timber extraction   

Change in land use for coca cultivation that generates illegal timber extraction   

Land trafficking in the Amazon that generates illegal timber extraction 

A3: Demand for illegal timber   

Presence of deposits that encourage and/or facilitate illegal timber extraction 

Presence of sawmills that encourage and/or facilitate illegal wood traffic   

The average consumer is not aware of the illegal origin of the timber 

A4: Revenue generated by corruption 

Revenues generated by corruption that are invested in the forestry sector  

A5: Revenue generated by drug trafficking   

Revenue generated by drug trafficking that is invested in the forestry sector 

A6: Income generated by other illicit acts 

Income generated by illegal mining invested in the forestry sector  

Income generated by human trafficking invested in the forestry sector  

Income generated by other illicit activities invested in the forestry sector 

A7: Presence of terrorism in forest areas 

Presence of the Sendero Luminoso organization  

Presence of terrorist organizations in the border area with Colombia  
Prepared by: APOYO Consultoría. 

In the case of selective illegal extraction, there are two types of actors. The first one are the 

small extractors that have traditionally engaged in informal timber extraction, and whose 

activity under the regulatory change is now illegal. The second type is the illegal mining on a 

larger scale, involving the use of heavy machinery. This distinction is important in terms of the 

magnitude of illicit assets generated and that could be subject to money laundering. In the first 

case, the extraction activity would be very close to subsistence, while, in the second case, it 

could generate a source of illicit resources of greater scale and therefore represent a greater 

threat in terms of money laundering. 

It is possible to approximate the number of subsistence extractors and their importance in the 

illegal logging problem based on secondary statistical information such as the national 

household survey (ENAHO). According to these sources of information, people engaged in 

forestry activities in the main Amazonian regions reach 25,000 by 2016. Of these, 96% carry out 

their work independently and are classified as informal workers.  

The change in land use is another source of illegal logging and the subsequent generation of 

illicit assets. According to the Strategy of Forests and Climate Change of Peru (2016), the main 

cause of change of use in the country is migratory agriculture, which has been characterized by 

invasions of land of small farmers from the mountains. In this process, some species of wood 

are used but a large amount of the resource is lost due to rotting or burning.  
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Within agricultural activities, special attention deserves the expansion of coca leaf crops, which 

have expanded significantly in the logging regions during 2016. According to Devida (2017) coca 

leaf production areas in the regions of Loreto, Ucayali, Madre de Dios amount to 7,169 hectares 

by 2016, representing a growth of 26% compared to 2015. As a whole that is the third source of 

coca production after the VRAEM and the La Convención-Lares-Cusco area. 

Sector stakeholders have also identified land trafficking as a potential threat, used to generate 

changes in land use. Once the areas with timber potential have been cleared up, the illegal 

commercialization of the land proceeds, waiting for a potential formalization in the future. 

Similar to deforestation for agricultural activities, timber species with commercial value can be 

illegally extracted and marketed.  

The demand for illegal timber represents another threat to the sector. The stakeholders 

consulted consider that illegal logging and the generation of illicit assets is not just a supply 

problem. To begin with, there is lack of awareness among the final consumers, who due to 

ignorance and lack of interest do not differentiate between products with illegal wood. The 

problem extends backwards along the chain, giving room to some deposits that demand wood 

at a lower cost, regardless of their illegality. Thus the presence of some sawmills is encouraged 

that also admit the offer of sellers of thick illegally extracted timber.   

The remaining threats result from the entry of illicit assets generated outside of the timber 

production sector. These have a low valuation but the most relevant would be the income 

derived from corruption cases, without neglecting the low possibility of income derived from 

drug trafficking or other illegal activities, such as human trafficking, mining illegal, among others.  

Finally, the presence of terrorism in the forest zone represents a series of threats of possible 

acts of terrorist financing to the extent that they can exert pressure on or extort money from 

companies in the sector. Specifically, there is the active presence of the Sendero Luminoso 

organization in the VRAEM area, which has forest presence and shares coca fields. In addition, 

in Colombia´s border zone armed groups such as the FARC can be found, who since the end of 

last year have ceased to be considered as terrorist groups. Coca cultivation also coexist in this 

area, although on a smaller scale. The assessment of the presence of terrorism is low, especially 

that of Sendero Luminoso.  

6.2. Vulnerabilities 

The vulnerabilities of ML/TF risks involve both those that allow the generation of illicit assets 

through the illegal logging and trade of wood and those that facilitate the laundering of assets 

in the sector. Regarding the former, it is possible to analyse their presence along the timber 

value chain by identifying the different stakeholders involved in each of these stages.  However, 

there are vulnerabilities that allow the illicit assets generated either inside or outside the timber 

sector to be washed in it. These are mainly linked to the capacities of the State and the possible 

presence of corruption, among other factors. 

In a simplified way, Chart 15 illustrates the timber value chain in three phases: the forest, the 

sawmill and the distribution centre and how the mentioned vulnerabilities interact. In the forest 

stage, it is possible to identify problems such as corruption, informality and the lack of capacity 

and resources to carry out on-site supervision. Many of these problems repeat in the transport 
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stage, adding inconsistent transport guideline or unjustified detentions. In addition, it is possible 

to identify cross-cutting problems in the control and oversight institutions such as corruption 

and lack of management capacity, as well as the lack of interinstitutional coordination.  

As result of the workshop carried out with the stakeholders of the sector, it was possible to 

recognize the vulnerabilities of the ML/TF risks of the sector. In total, 35 vulnerabilities were 

identified, grouped into seven categories, which range from the poor regulatory framework to 

the corruption problems that exist in the sector.  

The possible deficiencies of the regulatory framework in the forestry sector, associated with 

legal gaps, overregulation, complex institutional arrangements or the lack of adaptation of the 

legislation to the local reality, make it difficult for government actors to act, and allow illegal 

logging and money laundering in the sector. An example of the complex institutional 

arrangement is the regulation of forestry in the regions of Loreto, Ucayali and Puerto 

Maldonado, which account for more than 60% of logging. In these regions, the powers to grant 

concessions and logging permits have been given to the forestry authorities of the Regional 

Governments. The legislation that regulates the activity is generated by the SERFOR, which in 

turn is in charge of the control posts in the Lima region, while OSINFOR is in charge of the control.  

The stakeholders of the sector must interact with multiple institutions and officials, increasing 

their regulatory costs, while others can take advantage of legal gaps. For example, the 

administrative acts for wood logging from change of land uses are granted by the regional 

bureau of agriculture but are not supervised by OSINFOR.   
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Chart 15. Sector Problems according to the Simplified Timber Value Chain   
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Within the Regional Governments is the Regional Environmental Authority, a key authority for 

the approval of logging operations, on which the forest management depends. However, control 

of operations at the provincial level belong to decentralized offices that do not have direct 

dependence on forest management.  

However, in other regulated sectors such as energy or telecommunications, one or two 

institutions are responsible for the entire sector, especially to regulate the activity of large 

companies. It is a common practice that the generation of regulatory regulations and oversight 

is concentrated within a single entity.  

Another vulnerability that leads to illegal logging is the limited management capacity and 

resources of the authorities. These deficiencies have been highlighted above all by the 

companies that operate in the sector and cases are manifested throughout all the institutions 

of the sector. At local level, there are changes in the requirements to obtain the respective 

permits and authorizations, which often depend on the authorities in charge, which in the forest 

sector tend to have a high rotation. This generates time losses of the companies that usually 

affect their operations. At a national level, companies observe that many supervision operations 

are carried out by formal companies. There is also contradictory information among institutions 

on issues of species identification, which causes delays in deliveries.  

The lack of updated and systematized information in the sector is a problem that contributes to 

the limited management capacity and resources. The lack of statistics on the sector does not 

allow one to have a real vision of the sector that could help for the formulation of the policies 

and strategies in it.  

The lack of necessary resources makes it difficult for regional governments to control illegal 

logging. Some of the regions that face these problems are Loreto, Ucayali and Madre de Dios, 

which together are home to around 80% of the national Amazonian forests. However, the very 

small budgets that they operate with result into low-paid professionals and high instability, as 

well as a lack of logistical resources to carry out prevention and control operations. 

A clear example of resource problems is the limited availability of logistical actions by regional 

governments, especially in the regions mentioned that have vast territories to attend to. For 

example, in the case of Loreto, the forestry authority estimates that if it wants to visit all the 

concessions in the region only once, its annual budget would cover only the fuel of the required 

boats. In Ucayali and Madre de Dios the situation is very similar.  

Another aspect to be addressed is the lack of interinstitutional coordination between the 

different stakeholders in the sector that impedes adequate monitoring, control and reprimand. 

This problem occurs along the value chain and is more recurrent in the regions. For example, in 

the case of monitoring, there are delays in the transfer of information on permits granted 

between regional forestry authorities and OSINFOR authorities.  This results in lack of timely 

knowledge of the inspection body about all the areas with approved operational plans and leads 

to a delayed supervision.  

The fragmentation of the sector has not only occurred at the level of public institutions, but also 

in the companies of the sector that over time have not had a guild to represent them. Currently 
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there are some efforts to create spaces for dialogue and coordination between private and 

public institutions. On the one hand, the National Forestry Confederation (CONAFOR) has been 

formed, concentrating a significant number of private stakeholders. On the other hand, the 

Executive Board for the Development of the Forestry Sector has been formed, bringing together 

stakeholders from the public sector and the private sector under the leadership of the MEF.  

These efforts have allowed the channelling of the problems of the sector, the identification of 

bottlenecks and public-private collaboration spaces. And have even motivated regional 

stakeholders to think about adopting their own regional tables. However, despite the effort 

made, the interviewees consider that the advances are still not significant. Even the forestry 

authorities of some regional governments have evaluated the possibility of leaving the Forestry 

Executive Board.  

The lack of inter-institutional cooperation is also evident within each region and most urgent to 

deal with as budgetary constraints encourage the search for synergies and efficiencies among 

entities. Even when there are some coordination initiatives, especially informal ones that allow 

short-term problems to be solved, they are not sustainable over time. The relationships between 

institutions depend a lot on the people in charge, which have a high turnover, and not on the 

institutional mechanisms Also there is a certain distrust among authorities, especially between 

regions and national authorities.  

Another latent problem is the lack of evident leadership of the forestry authorities, especially 

of the national authority. In the case of SERFOR, the lack of leadership is manifested in its scarce 

presence in the regions, as well as its weak institutional coordination reflected in its inability to 

generate spaces for consultation, which it can lead. A clear example of this is that the main space 

for dialogue in the sector is currently the Forestry Executive Board led by the MEF, which is 

temporary. According to the Forest Law this space should be the National Forest and Wildlife 

Management System (SINAFOR) whose governing body is SERFOR. According to the opinion of 

many of the interviewees, SINAFOR lacks relevance as a space of coordination within the sector.  

Finally, corruption is, in the opinion of the stakeholders of the sector, the main problem of the 

forestry sector and one of the most determining causes of illegal logging.  It is widespread and 

affects all institutions in the forestry sector. Its most serious incidence is in the timber 

exploitation regions such as Loreto, Ucayali and Madre de Dios. It also affects the control and 

oversight bodies such as the police, the prosecutor's office and the judiciary.  

The response by the interviewees regarding the existence of corruption in the forestry sector 

has been unanimous. The differences are in how this factor is influenced by or related to other 

factors. For example, on the one hand it is believed that corruption is the product of the lack of 

resources of the authorities as well as low remuneration. On the other hand, it is thought that it 

is a custom deeply rooted in the stakeholders of the sector. "It's the way to do business." It is 

considered that both positions are valid and that they end up complementing each other. Poor 

salary incentives favour the reception of bribes by officials, as the propensity to give a bribe and 

the tolerance for it is part of the culture of the sector.  

The vulnerabilities identified are listed in the table below.  
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Table 16. ML/TF vulnerabilities of the timber sector 

Vulnerabilities 

V1: Poor regulatory framework 

Poor regulatory framework (legal gaps and overregulation)  

Lack of adequacy of the regulatory framework to the local reality  

V2: Negligible capacity for management and resources 

Lack of resources to disseminate and apply sanctions  

Lack of a national forest inventory  

Lack of forest zoning  

Lack of technical capacity of public officials  

Poor working conditions that do not attract the right staff  

Poor supervision of forests  

Competent authority does not verify in situ the  logging in the forest  

Weak traceability system  

Weak system of verification of origin of wood in customs  

V3: Interinstitutional discoordination   

Discoordination between the state agencies that regulate the sector  

V4: Lack of leadership among forest authorities   

Lack of leadership and decision of the national authority (SERFOR)  

Lack of leadership and decision of the regional authority  

Lack of a National Forestry Plan  

V5: High informality   

Cross informality in the sector  

Lower costs of illegal logging  compared to legal  logging in the pre-operation process (permits and   
planning)  

Shortage of legal wood supply  

V6: Socioeconomic factors that favour illegal logging   

Construction of roads in border areas and protected natural areas  

Absence of alternative economic activities for native communities  

Poverty of populations bordering the forest  

Communities incapacitated due to  sanctions and/or  unable to implement management plans for legal 
logging  

V7: Corruption 

Weak forest monitoring system at checkpoints due to inability or corruption  

Large amount of oversized forest inventories  

Corruption of officials in GORES  

Corruption of authorities in charge of repression  

Corruption of inspectors  

Corruption of regents  

Corruption of supervisors in control posts  

Corruption of supervisors in collection centres  

Corruption of public officials in customs  

Corruption in native communities  

Private corruption in companies  
Prepared by: APOYO Consultoría. 
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6.3. Consequences 

 In accordance with the/According to the FATF methodological guide, the consequences of 

ML/TF risks are such   negative effects as the materialization of money laundering or terrorist 

financing as well as the realization of the crimes that generate illicit assets. In that sense, the 

identification of these components includes the direct effects of illegal logging as the main 

source crime.  

In the same way as the rest of the components, the consequences were discussed by the 

stakeholders of the sector in a workshop. In total, 25 consequences were identified, grouped 

into seven categories in order to facilitate the analysis.  Among these are consequences linked 

to the increase in violence and crime, as well as the social damage to the populations within the 

illegal timber production chain.  

Other categories of consequences identified are related to the increase in corruption and 

institutional damage, such as the weakening of governance or the country’s image in 

international markets. In addition, the negative economic impacts generated by illegal logging 

and asset laundering as well as the environmental consequences are considered. The latter 

differentiates between damage to forest resources and the rest of the negative impacts on the 

environment and the ecosystem.  

The consequences identified are listed in the table below.  

Table 17. Consequences of the ML/TF in the timber sector 

Consequences 

C1: Increase in violence and crime 

Increase in crime 

Increase in violence against those who oppose illegal logging and money laundering 

Increase in human trafficking 

Enrichment of criminal organizations 

C2: Social prejudices  

Increase in illegality 

Increase in social conflicts 

Increase in conflicts intra / between native communities 

C3: Increase in corruption  

Increase in corruption of supervisors at checkpoints 

Increase in corruption of inspectors 

Further expansion of illegal logging 

C4: Institutional damage  

Weakening of governance 

Increase in political pressure that favours illegal activities 

Bad international image 

C5: Economic losses 

Increase in informality 

Abandonment of qualifications due to living with terrorist groups 

Outflow of money from the legal economy 

Lower  revenues for the State 

Distortion in prices that affects the competitiveness of the timber market 
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Consequences 

Decrease in incentives for investment 

C6: Forest overexploitation 

Loss of value and sustainability of forest heritage 

Increase in deforestation 

Overexploitation of forest resources 

C7: Other environmental damage 

Loss of ecosystem services (e.g., water regulation and quality, biodiversity conservation, lower carbon 
emissions and scenic beauty) 

Contribution to climate change and impact on the environment 

Increase in inefficient use of land 
Prepared by: APOYO Consultoría. 
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7. ML/TF RISKS IN THE TIMBER SECTOR  

The ML/TF risk exposure level assessment is based on the analysis of the components described 

in the preceding section and how they interact both for the generation of illicit assets and for 

the materialization of acts of asset laundering in the sector. In Chart 16, shows the process by 

which threats, vulnerabilities and consequences can generate ML/TF risks in the timber forest 

sector.   

Firstly, there are threats and vulnerabilities associated with illegal logging and timber trade, 

more specifically, they are components causing the generation of illicit assets in the timber 

sector. Secondly, these assets together with other activities such as corruption, drug trafficking, 

illegal mining or human trafficking, represent the set of assets that can be laundered in the 

sector. In other words, these are threats in terms of money or other assets that could be 

laundered in the sector. These threats are complemented by the presence of terrorist activities 

in forest areas as a cause of possible cases of terrorist financing.  

Thirdly, there is a set of government vulnerabilities such as the weak management capacity or 

the fragmentation of institutions that increases the likelihood for realization of the threats; this 

means, that illicit assets will be laundered in the timber sector. Finally, the illegal activities 

associated with ML/TF and the ML/TF itself generate negative consequences for society, 

economy and government as a whole and thus form the third component taken into account for 

the assessment of the ML/TF risks.  

Following the methodology of the FATF and the studies carried out in the past by the SBS (2016), 

ML/TF risks are determined based on the identified threats. In as much, the vulnerabilities and 

consequences interact with these threats so that a measurement of the risks is obtained. Thus, 

the following seven ML/TF risks are obtained in the timber sector: i) illegal selective logging; ii) 

change in land use resulting in illegal extraction; iii) demand for illegal timber; iv) revenue from 

corruption; v) revenue from drug trafficking; vi) revenue from other illegal activities such as 

illegal mining or human trafficking; and vii) the presence of terrorism in forest areas.   

Below are the main findings of the study based on the primary information collected through 

surveys and interviews with the main stakeholders of the sector in the regions of Loreto, Ucayali, 

Madre de Dios, the City of Lima, as well as the review of secondary information relevant to the 

study. As mentioned above, the VRAEM area was excluded from the study. Firstly, a 

measurement of ML/TF risk exposure level is made according to the proposed methodology. 

Then, the seven ML/TF risks of the sector are analysed qualitatively, considering three main 

issues: i) illegal logging and money laundering; ii) inflow of illicit assets from other sectors; and 

iii) presence of terrorism and its financing.   
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Chart 16 - Chart of ML/TF Risks in the Forestry Sector  

 

 

 

 

 

 

 

  

Threats to logging and illegal 
timber trade 

 Illegal selective extraction 
 Change of use 
 Demand for illegal timber 

Vulnerabilities to logging and 
illegal timber trade 

 Poor regulatory framework 
  Weak capacity for 

management and resources 
 Interinstitutional 

fragmentation? 
 Lack of leadership from forest 

authorities 
 High informality 
 Socioeconomic factors that 

favour illegal logging 
 Corruption 

Vulnerabilities for ML / TF 

 Poor regulatory framework 
  Weak capacity for management and 

resources 
 Interinstitutional fragmentation 
 Corruption 

Consequences of ML / TF 

 Social prejudices 
 Institutional 

deterioration 
 Economic losses 
 Environmental damage  

ML/TF risks in the timber sector 

Logging and illegal timber trade 

Revenue generated by corruption 

Revenue generated by drug trafficking 

Presence of terrorism in forest areas 

Revenue generated by other illicit activities (illegal 
mining and human trafficking) 

ML / TF Threats  



 

54 

54 

7.1. Measurement of ML/TF Risks   

The information for the measurement of ML/TF risks comes from surveys completed by the main 

stakeholders in the timber sector, from which the assessments of each of the threats, 

vulnerabilities and consequences are obtained (T/V/C).  A total of 15 threats, 34 vulnerabilities 

and 25 consequences were assessed, with further details to be found in the identification section 

as well as in the list of the survey group of Annex 1 (not translated). The sample consisted of 47 

stakeholders of the forest sector distributed among companies, government and civil society in 

the regions of Loreto, Ucayali, Madre de Dios and Lima.  

Given the number of components and in search of a better interpretation of the results, it is 

decided to group the T / V / C into seven categories each. Following the methodology proposed 

for the measurement of the AML/TF risk components, the valuation was estimated at the level 

of each category. Thus a score between 0% to 100% is obtained, which indicates the level of the 

T / V / C ascending;  this means, the higher the score, the more serious the threat, vulnerability 

or consequence and therefore the  realisation of ML/TF risks and the greater their impact. Table 

18 shows the results of these assessments.  

In general, the assessment of threats is on average below 50%, which would imply a medium 

level of severity on the part of the stakeholders. Among the most relevant threats are the illegal 

selective logging followed by demand for illegal timber and change in land use. This means, the 

biggest threats in the sector, as expected, come from activities related to the cutting and trade 

of illegal timber that generate illicit assets within the sector. Meanwhile, among the illicit assets 

generated in other sectors, corruption stands out.  

With respect to the vulnerabilities, these are more highly valued by the consulted stakeholders, 

this illustrates that although the threats are not considered serious or very serious, the response 

capacity of government against them is very weak, causing to a greater extent the generation of 

illicit assets and finally in the possible laundering of assets. The most serious or most valued 

vulnerabilities are the lack of leadership of the sector's authorities, corruption and the 

informality of the sector, all of them with a valuation above 60%.  

With respect to the consequences, these receive on average a higher valuation than the threats 

but lower than the vulnerabilities. The consequences that are perceived to be more serious are 

the forest over-exploitation, which implies a degradation of the forests, the increase of cases of 

violence and crime in the areas of logging and the institutional damage of the sector. The latter 

is to be understood both in terms of governance, and in the loss of prestige of the industry in 

international markets. 

Although the T / V / C measurement can be interpreted at the category level, it is also possible 

to evaluate each of the components independently. These evaluations are shown in Annex 2 

(not translated).    
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Table 18. Assessment of Components  

ML/TF Risk Component Assessment 

A1: Illegal selective logging   51% 

A2: Change of land use   36% 

A3: Demand for illegal timber   39% 

A4: Revenue generated by corruption   35% 

A5: Revenue generated by drug trafficking   14% 

A6: Revenue generated by other illicit activities   26% 

A7: Presence of terrorism in forest areas   16% 

V1: Poor regulatory framework  51% 

V2:  Weak capacity for management and resources   62% 

V3: Interinstitutional  fragmentation  58% 

V4: Lack of leadership from forest authorities   93% 

V5: High informality   70% 

V6: Socioeconomic factors that favour illegal logging   45% 

V7: Corruption 68% 

C1: Increase in violence and crime  54% 

C2: Social prejudices   49% 

C3: Increase in corruption   65% 

C4: Institutional damage   58% 

C5: Economic losses   52% 

C6: Forest overexploitation   63% 

C7: Other environmental damage   52% 

Prepared by: APOYO Consultoría. 

After assessing the risks, r the measurement process considers the allocation of each threat to 

an ML/TF risk. Therefore, there are seven risks corresponding to each of the seven categories of 

identified threats. In parallel, the vulnerabilities and the consequences are associated singly or 

jointly with each one of the risks. Thus, based on the vulnerabilities and threats, the  probability 

of occurrence of the ML/TF risks is calculated, which together with the assessment of the 

consequences form the pair that determines the risk measurement. Annex 3 (not translated) 

illustrates how each component is associated.   

The results of the exposure level to the ML/TF risks in the timber sector can be seen in Table 19. 

These correspond to the perception of the key stakeholders in the sector, which means that 

although these risks have been quantified, the results are due to a qualitative study. There is a 

list of the seven identified risks and the respective assessment of each of their components. , 

The evaluation of risks includes three dimensions. First, the risks associated with the generation 

of illicit assets due to logging and illegal timber trade. Second, the entry into the timber sector 

of assets generated in other sectors. Third, the presence of terrorism and its financing.  
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Table 19. Assessment of Risks in the Forestry Sector  

No. Risks T V P C 

 Logging and illegal timber trade     

R1 Illegal selective logging   51% 64% 57% 57% 

R2 Change of use   36% 64% 50% 56% 

R3 Demand for illegal timber   39% 60% 50% 59% 

 Illicit assets generated in other sectors       

R4 Revenue generated by corruption   35% 67% 51% 59% 

R5 Revenue generated by drug trafficking   14% 67% 40% 58% 

R6 Revenue generated by other illicit activities   26% 67% 46% 58% 

 Presence of terrorism and financing       

R7 Presence of terrorism in forest areas   16% 69% 42% 56% 

 Average 31% 65% 48% 57% 

Note: A = threat; V = vulnerability; Pr = probability; and C = consequence. Prepared by: APOYO Consultoría. 

The Risks related to illegal logging and timber trade are relatively higher evaluated, followed by 

the risks of money laundering from other sectors and finally the presence of terrorism and its 

financing. However, in all cases, the estimated value is around 50% for both the probability of 

occurrence and the consequences. Therefore, the ML/TF risks in the timber sector are estimated 

to be at a medium severity level, as shown in the risk map in Chart 15.  

The conducted analysis obtains a measurement of the level of exposure to the ML/TF risks and 

establishes objectively which risks and components represent the greatest severity. Based on 

this, policy measures can be established, prioritizing efforts in those components of greater 

severity. However, it is necessary to complement this measurement with a qualitative analysis 

in order to explain, from the stakeholders’ point of view, what are the risks dynamics within the 

three dimensions considered and the relevance of applying policies against the generation of 

illicit flows, the prevention of cases of money laundering and terrorist financing in the timber 

sector. The complete list of stakeholders interviewed can be found in Annex 4 (not translated) 

of this report.  

7.2. Logging and Illegal Timber Trade  

Most of the stakeholders interviewed stated that money laundering is not a serious problem in 

the sector. However, these claims are based on the traditional understanding of the money 

laundering crime, associated with the presence of front companies dedicated to laundering large 

flows of money from illicit activities such as drug trafficking. Although the sale of illegal timber 

to formal companies represents a practice of “laundering” an illegal asset, in those cases when 

the buyer requires official documents that guarantee the legality of the product the problem is 

considered to be a lack of due diligence rather than a money laundering case.  
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Chart 17. Map of risks in the forestry sector  

 
Prepared by: APOYO Consultoría. 
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Therefore, although there would be a flow of illicit assets generated in the sector, there would 

not be a money laundering mechanism similar to that of other sectors of the economy, which is 

congruent with the average valuation assigned in the ML/TF risk map. However, even when the 

atomization of the actors does not generate large illicit flows at the level of each player, an illegal 

economy is generated, which, if continues to expand would generate cases of money laundering 

on a larger scale.   

7.3. Illicit Assets generated in other Sectors   

The interviewees were consulted on the risks of money laundering arising from other activities 

outside the forestry sector such as profits from drug trafficking, corruption or illegal mining. In 

general, the interviewees stated that they do not perceive that the timber sector is a specific 

recipient of money laundering due to its particularities that make it unattractive, and if 

otherwise, it would be one of the many sectors that can be used to launder assets.  

One of the factors, which would make the timber sector unattractive as a destination for illicit 

assets from other sectors, is the absence of constant cash flows that may go unnoticed. The 

extraction and processing of timber in forestry regions are seasonal. Furthermore, the sector 

has multiple regulations and public actors that intervene relatively frequently, such as OSINFOR, 

SUNAT, PRODUCE as well as forestry authorities, which requires a higher level of knowledge of 

the business, unlike other sectors typically used by launderers, such as the real estate sector, 

hotels and service companies.  

In line with this, officials of the administration of justice system who were interviewed indicated 

that few cases of money laundering have been found in the timber sector as opposed to 

laundering in other sectors such as construction, where major investigations are reported. In 

addition, most of the cases investigated in the sector are associated with timber traffic. There 

was no evidence of cases of money laundering of assets from other activities in the timber 

sector. This does not imply however that there are no minor or medium money laundering risks, 

as assessed in the risk map.  

In the specific case of drug trafficking, the timber sector is being affected, not because of money 

laundering, but because of the rivalry of land for coca leaf crops. For example, interviewees from 

all the Amazonian regions indicated that coca leaf crops have increased considerably, as shown 

by Devida statistics (2016). This activity displaces the small extractors or ends up turning them 

into labour for illegal crops.  

7.4. Presence of Terrorism in Forest Areas   

Consultations were held throughout the interviews on the risks of voluntary or involuntary 

terrorist financing by timber companies. Very few interviewees expressed the existence of this 

risk, which is consistent with the results of the survey that also assigns a low valuation to this 

threat. However, certain alerts were generated on possible terrorist activities whose areas 

boarder on forest concessions. The first one is the Putumayo area, on the border with Colombia, 

where displacements of former members of the FARC have been reported. The second one is in, 

VRAEM in the jungle of Cusco and Junín.  
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8. POLICY RECOMMENDATIONS  

The ML/TF risk assessment conducted in this study identifies the most critical vulnerabilities in 

the timber sector. Faced with these vulnerabilities, it is necessary to implement a set of policy 

actions that will eliminate or mitigate ML/TF risks.   

Based on the results obtained and the recommendations gathered during the results discussion 

workshops, a set of policy actions is proposed to mitigate exposure to the ML/TF risks in the 

timber sector.    

The actions have been classified under the following guidelines: i) measures related to the 

institutional framework, ii) measures related to timber supply, iii) measures related to timber 

demand , iv) measures related to the availability of information in the sector, v) measures 

related to control and surveillance. These categories, as can be seen in Table 20, relate to the 

set of vulnerabilities in the sector.   

Table 20. Policy Recommendations associated with Vulnerabilities   

Policy 
Recommendations 

V1 V2 V3 V4 V5 V6 V7 

Poor 
Regulatory 
Framework 

 weak 
Capacity for 
Managemen

t and 
Resources 

Interinstituti
onal 

fragmentati
on 

Lack of 
Leadership 
from Forest 
Authorities 

High 
Informality 

Socioeconomic 
Factors that 

Favour Illegal 
Logging 

Corruption 

Measures related to 
the institutional 
framework 

X X X X X    X 

Measures related to 
the timber supply   

X       X X   

Measures related to 
timber demand  

        X   X 

Measures related to 
sector information 

  X X         

Measures related to 
control and 
surveillance 

  X X X X    X 

Prepared by: APOYO Consultoría. 

8.1. Measures related to the Institutional Framework 

The institutional framework in the timber sector is complex. The problems related to 

institutionality in the sector are related to the deficient regulatory framework, weak 

management capacity and resources, lack of leadership from regional authorities, corruption 

and informality.   

There are several key stakeholders involved in the different stages of the chain. Due to partially 

the decentralization process, SERFOR´s presence in the regions is low. With the transfer of forest 

and wildlife functions such as the management, handling, control and supervision of forest 
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resources, some regional governments have a great autonomy that is not regulated by the 

national authority. In addition, the transfer of functions has not been carried out throughout the 

whole country, but only in eight regions. For the rest, there are forest and wildlife technical 

administrations (ATFFS), which depend on SERFOR.   

Regarding regional governments, although the transfer of functions has been carried out, the 

same does not hold true for the resources. Therefore, they do not have an adequate budget to 

carry out their audit work or meet their personnel expenses. Furthermore, there is a high 

turnover of staff in key positions and checkpoints, which, added to the problem of lack of 

resources, encourages corruption and damages institutions.   

Faced with this situation, SERFOR must increase its presence in the regions and carry out close 

supervision of the activities of regional governments. Currently, this institution has been 

establishing liaison offices in each region. It would be expected that this institutional effort will 

be consolidated and the regions maintain a permanent interaction with these offices.  

Complementary norms should also be established to better regulate the sector, since its 

disorder increases the ML/TF risks. . The objective of these complementary norms is to regulate 

the actions of the middle managers to avoid errors of interpretation of the rules and corruption. 

For example, the standardization of the protocols between regions, specifically, the 

homogenization of the criteria for the data analysis of species recorded in the transport between 

regions or in the requirements for the permits for extraction. Another example of 

complementary norms would be the homogenization of functions of the forest regents, the 

forest logs that they must prepare and the elaboration of the management plans.   

The lack of knowledge of the institutions contributes to the increase of risks in the sector. 

Therefore, to mitigate these risks, training must be provided.  Firstly, the FIU-Peru must provide 

training on ML/TF to SERFOR, judges, prosecutors and comptrollers. Training can deal with 

issues such as identification and assessment of ML/TF risks so that the authorities take 

knowledge of the problem and have technical and conceptual tools for its evaluation and the 

establishment of risk mitigation measures. 

In addition, permanent training on the legal and operational framework of the timber sector 

must be provided to the key stakeholders in the sector given that this lack of knowledge of the 

institutions generates transaction costs that encourage corruption. Table 18 proposes elements 

to be included in this permanent training.  

Likewise, a greater involvement of the institutions in the different forums of institutional 

articulation is suggested. For example, for the FIU-Peru to participate in the meetings of the 

multi-sectoral commission against illegal logging and the President of the multi-sectoral 

commission, SERFOR and OSINFOR to join the CONTRALAFT. In this line the incorporation of 

MINAGRI to the CONTRALAFT must be mentioned as well as the fact that the sector will be the 

one that determines which organ of the Ministry will be incorporated according to the agenda 

of the CONTRALAFT session.  

In summary, the proposed measures related to the institutional framework are:  
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i) Increase in SERFOR´s presence in the regions and close supervision of the activities 

of regional governments.  

ii) Creation of complementary norms related to standardization of protocols between 

regions, regencies and local forests.  

iii) Training   of SERFOR, judges, prosecutors and comptrollers in the area of ML/TF by 

the FIU-Peru.  

iv) Incorporation of SERFOR and OSINFOR to the CONTRALAFT.  

Table 21. Elements for permanent training of the sector’s key stakeholders  

Key Stakeholders Elements 

Regional Government 
Officials  

Forestry Regulations and Peruvian  Penal Code 

Sampling Systems 

Dendrology (identification of species) and dasometry (forest measurement) 

Information systems (ICT, GIS, etc.) 

Proposal of complaints for infringement of  forestry law 

Professional Ethics 

Prosecutors and Judges 

Forest basics, including familiarization with lumberjack jargon 

Recognition of the timber value chain and the stakeholders involved 

Complementary norms of forestry legislation 

National and international case law on illegal logging and its association with money laundering   

Approach to complaints of forest infringement, protocols and technical  support of action 

Professional Ethics 

Police and Army 

Forest basics, including familiarization with lumberjack jargon   

Recognition of the timber value chain and the stakeholders involved  

Complementary norms of forestry legislation  

Reporting of complaints   

Professional Ethics 

Prepared by: APOYO Consultoría. 

8.2. Measures related to the Timber Supply 

The timber supply problem is related to the existence of informal extractors, the lack of training 

and legal scope of the native communities, the existence of areas without assigned rights, the 

expiration of some concessions and the lack of protocols on them. Therefore, the measures 

related to timber supply seek to solve the vulnerabilities of the deficient regulatory framework, 

the high informality of the sector and the socioeconomic factors that favour illegal logging.  

Faced with problems such as landless extractors and unowned land, one mitigation measure is 

the allocation of land for small-scale extraction in a supervised manner.  One form of land 

allocation may be that of local forests, albeit with the supervision of regional governments. To 

solve the informality that exists in the sector, the creation of associations of small extractors can 

be encouraged that may collectively implement systems of support and joint work.  

Regarding the native communities, the legal scope must be determined so that they can carry 

out a sustainable extraction in their territories or establish negotiation protocols of the timber 

they possess. In order to consolidate the local monitoring systems in this case, oversight of the 

forest can be expanded, which is a system of technical control of the native communities.  
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The small-scale extractors do not have access to the formal financial market, so they have the 

need to look for alternative sources of financing, which could consist of money coming from 

illicit activities. Therefore, another measure related to timber supply is the creation of financial 

products for small-scale extractors. These would correspond to public funds for financing of 

small-scale timber extraction that would be used to meet the need for illegal money among the 

extractors.  

In summary, the proposed measures related to timber supply are:  

i) Allocation of land for small-scale extraction.  

ii) Creation of associations of small-scale extractors. 

iii) Expansion of the oversight system in the native communities as a local monitoring 

system.  

iv) Creation of public funds for the financing of small-scale timber extraction.  

8.3. Measures related to the demand for timber 

As previously mentioned, the volume of timber destined for the international market 

corresponds to only 14%; this means that most of the timber produced is destined for the 

national market. Purchases in this market tend to be informal partially due to the great 

atomization of actors that exists and the low level of awareness about the legal demand for 

timber. This is based on the fact that the largest amount of timber used in the country comes 

from Peru. Thus, for example, the ratio of imports to the total supply of round wood is 3%, while 

for wood and boards is 23%12.   

Given that international markets have greater demands to demonstrate the legality of timber, 

the measures proposed in terms of promoting a culture of demand for legal timber must focus 

mainly on the national market. In such a way is expected that a proportion of the national 

consumers, in the long term, demand that the purchase and sale be of legal timber. This 

restriction, unlike international demand, depends more on a long-term cultural issue than on a 

regulatory issue. This promotion could be carried out through public awareness campaigns.  

However, one of the big buyers of timber is the Peruvian government through some of its 

institutions. Therefore, public institutions should commit to making responsible purchases of 

timber. This requirement should be gradual over time, allowing companies concerned about 

legality to entry the market. This modification should be included in the Government Contracting 

Law and the OSCE Regulations.  

Another proposed measure related to the demand is for the FIU-Peru to inform the reporting 

entities of the ML/TF risk, regarded in the timber sector as the root of the illicit timber, illegally 

derived from illegal logging. Thus, the reporting entities are required to implement due diligence 

measures to avoid the acquisition of illegal timber from their suppliers or the initiation of 

                                                
12 Data calculated from the INEI input-output matrix. 
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contractual relations with customers who cannot prove the legality of the timber they produce 

or market.  

Among the reporting entities that demand timber are the companies or individuals dedicated to 

the purchase and sale of boats, construction and real estate activities, general deposit 

warehouses, among others.  

In summary, the proposed measures related to the demand for timber are:  

i) Campaigns to raise awareness among the population about the legality of timber.  

ii) Inclusion in the Government Procurement Law and OSCE Regulations into timber 

purchase contracts. 

iii) Implementation of due diligence measures to accredit the legality of the timber by 

the entities obliged to report to the FIU-Peru.  

8.4. Measures related to Sector’s Information   

The lack of information is a serious problem facing the sector, which increases the risks of ML/TF 

as it facilitates the generation of illicit assets and the inflow of other illegal activities. This is 

associated with institutional vulnerabilities such as low capacity and resources management and 

inter-institutional discoordination.  

Regarding the problems related to information, one can name: i) information not available, such 

as statistics related to illegal logging; ii) the lack of systematized and updated information, such 

as that related qualifying  certificates; and iii) lack of communication of interinstitutional 

information, for example between regional governments and OSINFOR.  

 In this situation, it is necessary to make use of information and communication technologies 

among the institutions that participate in the sector, so that they share information in real time. 

Thus, transaction costs are reduced and acts of corruption are discouraged, as it is easier to 

contrast information. The creation of an interinstitutional forestry statistics platform would 

allow statistics to be systematized, updated and shared by all the key stakeholders. For example, 

a digital application (app) can be created to monitor logging activity and control traceability in 

real time.  

This platform could have information from the management and operational plans approved by 

the regional governments, so that OSINFOR could use this consolidated information for the 

audit. This information could also be used for the issuance of forest transport guides that depend 

on the amount authorized by the operational plans. Another need in the sector is to have a rural 

cadastre, in order to have the necessary information available for a better supervision.  

Likewise, worth mentioning are the efforts made to implement the National Forestry and 

Wildlife System, which is an articulated network of information at a national scope. It is made 

up of processes, logic models, programs, computer components and multiple information 

repositories, organized in different modules, such as the control module, inventory, monitoring 

of forest cover and others that can be determined by SERFOR. In such a way that all the 

information of the sector is consolidated.  
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This information is complemented with field inspections, primary processing centres, collection 

sites, warehouses and marketing centres, which are carried out by the competent authorities, 

in each case, to verify the compliance with the legal obligations by the holders and regents, as 

appropriate, in the execution of forestry activities.  

The Peruvian government, within the framework of the legislation in force, has been developing 

procedures and implementing tools aimed at generating information for the control of the legal 

origin of forest products and wildlife through the chain of production and marketing.  

Within the tools and instruments for the generation of information for control, SERFOR has 

approved the updated forms of the Book of Operations of Qualifying Titles - LOTH and the 

Operations Book of Primary Transformation Centres - LOCTP. Both documents will make it 

possible to improve control actions between forest and commercialization based on the 

registration of detailed information for the traceability of timber forest products.  

In this line, applications have been enabled in the southern corridor for: (i) the issuance and 

registration of GTF; (ii) GTF inspections; and (iii) online GTF queries, which are computer 

solutions developed by SERFOR. These applications are installed in the ARFFS and their 

respective control posts. The latter have access to the internet and equipment, which allows the 

process of inspection of transported forest products to be carried out in a more efficient and 

safer way, as there is updated information online from other institutions such as RENIEC, SUNAT 

and OSINFOR.  

Likewise, information more than 120 qualifying certificates, with their respective management 

plans, have been included in the MC-SNIFFS web platform in the regions of the Amazonian 

Corridor, which are available and can be consulted with accredited users (SERFOR, OSINFOR, 

SUNAT and ARRFS of the Amazonian Corridor).   

In summary, the proposed measures related to sector’s information are:  

i) Creation of an inter-institutional forest statistics platform.  

ii) Preparation of a rural cadastre. 

8.5. Measures related to Control and Surveillance  

The control and monitoring of the timber sector present opportunities for improvement 

although they currently allow the generation of illicit flows. For this reason, implementing 

control measures in the dynamics of the sector, especially between the forest and the sawmill, 

could reduce the generation of illicit assets.  

Measures related to control and surveillance are associated with vulnerabilities of low 

management capacity and resources, inter-institutional, lack of leadership by forest authorities, 

high informality and corruption.  

One of the biggest deficiencies in the sector in terms of control and surveillance is the 

implementation of traceability systems.  In other words, systems that will allow the 

identification of the origin of the timber. Currently, only a few large companies that have FSC 

certification have implemented a traceability system.  
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On the other hand, it is necessary for the forestry authority to require the implementation of 

some traceability system, because thus it will be possible to identify the origin of the timber, 

guarantee its legality, and consequently end the generation of the illicit assets. There are 

international examples of the use of traceability systems such as the Colombian company 

Smurfit Kappa Cartón, which uses electronic tags in the forest to guarantee the origin of the 

extracted timber and allow tracking along the entire value chain to the final consumer.  

Another key control and surveillance point in the sector is related to the optimisation of the 

control posts. As of 2013, there were 179 control posts for timber traffic, of which only 28 were 

considered strategic according to the Pre-investment study at the feasibility level of the 

MINAGRI "Creation of a control module for the forest and wildlife information system" project. 

A second study conducted in 2014 by the Peru Forestry Program (USAID) indicates that the 

positions considered strategic are 43, distributed throughout the country. For this definition, 

criteria were used such as: i) timber flow and ii) convergence of timber flows. It can be seen that 

the number of existing control positions is higher than those considered strategic by the study. 

Therefore, the number of control posts could be reduced. This does not mean controlling less, 

but to avoid cases of corruption and concentrate efforts on exercising a more efficient control 

in places of greater timber flow.  

Thus, the inclusion of different institutions in the key control posts is considered. These 

institutions would be SERFOR, the Attorneys General’s Office and the Police Force that together 

are in charge of supervising and controlling trade as well as combating the illegal traffic. At a 

geographical level, if applicable, income should be prioritized in the City of Lima (Ancon, Corcona 

and Pucusana), which is the main destination for timber nationwide.  

In addition, the optimisation of control posts means providing them with what is necessary for 

the fulfilment of their functions. This includes having basic services such as electricity, water, 

internet, among others.  Furthermore, the technology allows to create tools to improve the 

information of the sector that can be used to monitor the logging activity. For example, the 

design of an APP that allows traceability monitoring in real time would be valuable in the fight 

against the illegality of timber.      

In summary, the proposed measures related to control and surveillance are:  

i) Implementation of traceability systems.  

ii) Reduction in the number of control posts. 

iii) Presence of different institutions in the control posts corresponding to the entrance 

to Lima. 
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9. CONCLUSIONS  

The study evaluates the level of exposure to ML/TF risks in the Peruvian timber sector and 

estimates the level of illicit flows in the sector over the past five years. Among the main findings 

is that the production of illegal wood in the last five years would have been more than 1,100 

thousand m³ on average per year, generating illicit assets worth around US$ 155 million 

annually. 

In the case of illegal logging, this is a result of a series of factors such as the existence of illegal 

subsistence extractors as well as of larger operators with physical capital investment. Illegal 

timber is entered into the market either totally illegally or formally through false documentation. 

In both cases, widespread corruption in the main areas of forest exploitation is the main factor 

that facilitates or encourages the illegal trade of wood.  

Among other components that hinder the formalization and legality of the sector are the 

complex institutional arrangement of the sector, which is not accompanied by adequate 

management skills or the correct allocation of resources. This situation ends up being critical, 

especially in the regional forestry departments of Loreto, Ucayali and Madre de Dios, which 

concentrate to the greatest extent forest exploitation. As stated, the VRAEM area was excluded 

from the study.  

Furthermore, there is no adequate interinstitutional coordination between the public entities of 

the sector. There are informal coordination efforts between authorities that solve short-term 

problems. However, these relationships depend a lot on the people in charge and are not 

sustainable over time as long as they are not institutional relations. To this problem is added the 

lack of leadership of the national authority. Most cooperation efforts do not take place in the 

space determined by the Forestry Law - SINAFOR.  

All the factors mentioned interact with each other and cause illegal logging activity to persist in 

the sector. However, despite the magnitude of the illicit assets generated, the timber sector 

presents a great atomization, multiple stakeholders that participate directly or indirectly along 

the value chain. Therefore, there is primarily an illegal network scheme, rather than money 

laundering operations on a significant scale.  

With regard to 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 activities 

towards logging. What can be observed is the territorial presence of these activities that end up 

invading forest production areas, as in the case of coca leaf crops or illegal gold mining. 

Regarding the components of the risks: threats, vulnerabilities and consequences, there is a 

differentiated behaviour by type of component, especially at the level of the vulnerabilities. 

Among the vulnerabilities of higher valuation is the lack of leadership of the competent 

authorities, as well as the generalized informality of the sector. Meanwhile, vulnerabilities 

associated with a poor regulatory framework or socioeconomic factors of low-income 

populations are not perceived as relevant factors for the explanation of illegal logging and the 

subsequent generation and laundering of illicit assets.  
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Finally, the assessment of ML/TF risks in the sector shows a medium risk level. The problems of 

money laundering and terrorist financing, in the opinion of the main stakeholders in the sector, 

do not currently represent a serious problem. However, this does not imply that an effort should 

not be made to mitigate them. For example, failure to reduce vulnerabilities such as corruption 

or lack of state capacity is likely to magnify the ML/TF risks in the future.  
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