
The Dystopian Class Revolution: 
Institutional Cannibalism and the 
Hegemony of Illegal Economies in 
Contemporary Peru 
The current socio-political landscape of Peru represents more than a conventional security 
crisis; it is the culmination of a non-ideological "class revolution" where the margins have not 
only revolted against the center but have effectively absorbed it. Unlike the Maoist-inspired 
insurgency of the late 20th century, which sought to destroy the state to impose a new order, 
this contemporary movement seeks to hollow out the state from within, utilizing it as a 
protective shell for illegal capital. The failure of the Peruvian state to integrate its periphery into 
a functional social contract over the last twenty years has facilitated the rise of parallel 
economies—illegal mining, narcotics, extortion, and land trafficking—that now function as the 
primary mechanisms for wealth redistribution and social mobility for millions.1 This "revolution" 
has reached a terminal phase: criminal interests have transitioned from bribing local officials to 
capturing the national legislature, where they now actively draft the very laws that ensure their 
impunity. 

Legislative Capture: The Architects of Impunity in the 
2023–2026 Period 
The Peruvian Congress has transformed into a legislative foundry for organized crime, 
producing a series of norms designed to dismantle the state’s investigative and punitive 
capacities. This process of legislative capture is driven by a cross-party coalition—comprising 
blocs such as Alianza para el Progreso, Podemos Perú, and Perú Libre—whose members often 
face direct investigations for corruption or ties to illicit groups.3 The strategic objective of this 
legislative agenda is to redefine criminality in a way that renders specialized prosecution 
technically impossible while creating procedural bottlenecks that favor the defendant at every 
turn.5 

The Decimation of Organized Crime Definitions: Law 32108 and 32138 
The most aggressive strike against the rule of law was the passage of Law 32108 in August 
2024. This law fundamentally altered the definition of "organized crime" in the Peruvian Penal 
Code, introducing two restrictive criteria that effectively legalized many modern criminal 
structures.7 First, it redefined a criminal organization as one that must control "the supply of 
illicit goods or services," a definition that technically excludes groups dedicated solely to 
extortion, kidnapping, or sicariato (contract killing), which do not necessarily involve a market 



"supply" in the traditional sense.7 Second, it increased the minimum sentence for crimes to be 
considered under the "organized crime" umbrella to six years, effectively shielding participants 
in crimes like aggravated robbery, swindling, and certain types of corruption from the more 
rigorous investigative tools available to the Prosecution.8 

The law’s most controversial procedural change involves the requirement that all judicial raids 
(allanamientos) be conducted in the presence of the suspect’s defense attorney.8 In a context 
where organized crime thrives on the rapid destruction of digital evidence or the movement of 
illicit cash, this requirement serves as an institutionalized "early warning system." Even the 
subsequent Law 32138, passed in response to national transport strikes, only partially mitigated 
this by allowing public defenders to be present, but the structural delay remains a gift to 
criminal networks.6 

 

Legislative 
Measure 

Primary Objective Impact on 
Investigative 
Capacity 

Key 
Proponents/Partie
s Involved 

Law 32108 Redefine 
"Organized Crime" 
and mandate 
lawyer presence in 
raids.8 

Excludes 
high-impact crimes 
like extortion; 
delays evidence 
collection.9 

Isaac Mita (Perú 
Libre), Américo 
Gonza.4 

Law 31990 Limit "Effective 
Collaboration" to a 
maximum of 12-16 
months.12 

Forces the closure 
of complex 
corruption/mafia 
investigations; 
discourages 
informants.13 

Trans-party 
coalition in Justice 
Commission.13 

Law 31751 (Ley 
Soto) 

Reduce the 
suspension of the 
prescription period 
to one year.14 

Causes hundreds of 
corruption cases 
against politicians 
to expire.3 

Alejandro Soto 
(APP) and major 
blocs.3 

Asset Forfeiture 
Reform 

Condition asset 
seizure on a firm 
criminal 
conviction.15 

Effectively ends 
"Extinción de 
Dominio" as a tool 
to drain criminal 
liquidity.17 

Waldemar Cerrón, 
José Luna 
(Podemos).15 



The Destruction of Effective Collaboration and Asset Forfeiture 
Parallel to the redefinition of crime, the legislature has attacked the two most potent tools of 
the modern prosecutor: the effective collaboration system and asset forfeiture (Extinción de 
Dominio). Law 31990, promulgated in early 2024, imposed a rigid timeline of 12 to 16 months for 
the corroboration of testimony from informants.12 In complex transnational cases involving 
dozens of offshore accounts and shell companies—such as those linked to the "Lava Jato" or 
"Cuellos Blancos" scandals—this timeframe is mathematically impossible for the Prosecution to 
meet. The law essentially grants a "statute of limitations by bureaucracy," where the mere 
passage of time erases the legal validity of the most damaging evidence against 
criminal-political networks.13 

Furthermore, the ongoing attempt to reform the Asset Forfeiture law seeks to reverse a 
decade of progress. Currently, the state can seize a $5 million mansion from an individual who 
has no legal income but is linked to illegal mining, without waiting for a criminal trial that could 
last 20 years. The proposed legislative changes would require a final, non-appealable criminal 
sentence before the assets could be seized.15 As the Prosecution has warned, this would 
"annihilate" the mechanism, allowing criminal bosses to use their illicit fortunes to pay for elite 
lawyers, bribe judges, and fund political campaigns throughout the decades-long duration of 
their trials.17 

Regional Capture: The Decentralization of the Loot 
The capture of the Peruvian state is not merely a phenomenon of the central government in 
Lima; it is arguably more advanced and entrenched in the regions. The decentralization 
process, begun in the early 2000s, failed to establish robust institutional checks, effectively 
handing over regional budgets and territorial control to local power-brokers who act as 
intermediaries for illegal economies.2 In regions like Madre de Dios, La Libertad, and Ayacucho, 
the regional government has been transformed into an administrative wing of the illegal mining, 
narcotics, and extortion sectors.20 

The Mining Hegemony: Madre de Dios and the Case of Luis Otsuka 
Madre de Dios provides the clearest evidence of "Regional Capture." The current Regional 
Governor, Luis Otsuka Salazar, is not just a political figure but a direct representative of the 
informal and illegal mining sector.20 Otsuka, himself a miner with numerous concessions, has 
historically led violent protests against state formalization efforts. His political power is built 
upon a regional economy where illegal gold extraction accounts for over 50% of the GDP.2 
Under his administration, the regional government’s "Formalization" office is frequently accused 
of acting as a "legalization" hub, where illegal gold is given a veneer of legitimacy through the 
REINFO (Integral Mining Formalization Registry).21 

The REINFO has become a "shield of impunity." Initially designed as a temporary registry to help 



small miners formalize, it has been extended by Congress until late 2026.23 As long as a miner is 
in the REINFO, they are exempt from criminal prosecution for illegal mining, even if they are 
operating in protected natural reserves or using prohibited machinery.21 In regions like Madre 
de Dios and Puno, this has created a legal vacuum where the police cannot intervene against 
large-scale criminal extraction because the actors are "in the process of formalizing".21 

Parastatal Governance in Pataz and La Libertad 
In the province of Pataz, the state’s monopoly on violence has been replaced by a "criminal 
order" established by organizations such as "Los Pulpos," "La Jauría," and "Los Parqueros".21 
These groups have moved beyond simple banditry to exercise territorial control over both 
formal and informal mining concessions. The scale of the "redistribution" here is staggering: in 
2024, it was estimated that over 12,000 dump trucks transported stolen or illegally extracted 
mineral from Pataz, a logistical feat that requires the coordination of a parallel state.27 

 

Region Predominant 
Illegal Economy 

Political 
Influence/Capture
d Entity 

Key Incident/Data 
Point 

Madre de Dios Illegal Gold Mining Regional 
Government 
(Otsuka).20 

50% of regional 
GDP derived from 
mining.2 

Ayacucho Narcotics/Lava Jato Regional 
Government 
(Oscorima).20 

Alleged S/ 1M bribe 
from Obrainsa for 
highway projects.20 

La Libertad Mining 
Theft/Extortion 

Regional/Local 
Police & 
Municipalities.21 

Attack on Minera 
Poderosa (10 
deaths in 2023).21 

Ucayali Illegal Logging/Land 
Trafficking 

Regional 
Government 
(Gambini).20 

Investigations for 
illegal sale of 
intangible lands.20 

Puno Gold/Contraband Local Cooperatives 
& "Pallaqueros".26 

La Rinconada as a 
"state-free" enclave 
of 50,000 people.26 

The Economics of the 'Hitman's Tax': A Brutal 



Redistribution 
The "class revolution" is fueled by a massive transfer of wealth from the formal economy and 
the urban middle class to the criminal underworld. This is not the progressive redistribution of a 
social-democratic state, but a "predatory redistribution" where the right to operate a business, 
drive a bus, or even live in a neighborhood is subject to an extra-legal tax: the "cupo".28 The 
scale of these illegal economies now rivals the formal sector, creating a new economic elite 
with the financial power to buy the entire political apparatus. 

The Financial Hegemony of Illegal Mining 
Illegal gold mining has surpassed drug trafficking as the most lucrative criminal activity in Peru. 
Recent data from the Financial Intelligence Unit (UIF) and the Peruvian Institute of Economics 
(IPE) suggest that illegal gold exports move approximately US$ 10.4 billion to US$ 12.6 billion 
annually.21 To contextualize this: 

 
For the first time in history, the illegal gold economy is nearly equal in size to the formal sector.31 
This revenue does not just stay in the pockets of the "mineros de socavón"; it filters up into a 
sophisticated system of money laundering through real estate, restaurants, and wholesale 
trade.32 This capital is what allows the "mining lobby" in Congress, led by figures such as 
Eduardo Salhuana, to command a majority. Salhuana, whose presidency of Congress 
(2024–2025) was marked by his links to the mining sector, exemplifies the fusion of illicit capital 
and legislative power.26 

Extortion: The Destruction of the Urban Periphery 
While illegal mining dominates the national macroeconomic picture, extortion (cobro de cupos) 
dominates the daily life of the urban periphery. It is estimated that extortion moves over S/ 4 
billion (approx. US$ 1.1 billion) annually.30 In Lima, this has reached a breaking point in the 
transport sector. In 2025 alone, over 180 transport workers were murdered for refusing to pay 
"cupos" to gangs that control specific routes.29 

The "Hitman's Tax" functions as a highly efficient, though brutal, fiscal system. Gangs like the 
"Tren de Aragua" or "Los Pulpos" provide "protection" in exchange for these payments. In the 
absence of a functional police force (which only 19% of the population trusts), many small 
business owners are forced to accept the criminal gang as their de facto sovereign.28 This is the 
"Dystopian Revolution" in its purest form: the replacement of a failed social contract with a 
violent, but predictable, criminal one. 



 

Sector Estimated Annual 
Illegal Revenue 

Number of 
Denunciations 
(2025) 

Impact on Formal 
Sector 

Illegal Gold US$ 12.6 Billion 21 N/A (High 
under-reporting) 

Rivalry with formal 
mining; 44% of 
regional illegal 
gold.21 

Extortion S/ 4 Billion (US$ 
1.1B) 30 

28,948 29 180 murders of 
transport workers 
in 2025.29 

Drug Trafficking US$ 1.5 Billion 21 N/A Corrupts 
judicial/police 
routes in 
VRAEM/Puno.34 

Informal Transport N/A N/A High informality 
(70%+) provides 
cover for money 
laundering.32 

The Broken Social Contract: A 20-Year Vacuum of 
Sovereignty 
The sociological foundation of this crisis is the profound and persistent failure of the Peruvian 
state to provide a credible path to upward mobility for its citizens. Over the last 20 years, 
despite the "Peruvian Miracle" of macroeconomic growth, the state failed to build a presence in 
the periphery, leaving millions of Peruvians to fend for themselves in an informal economy that 
has now turned predatory.2 

The Pallaquero's Dilemma: Education vs. The Mine 
In regions like Ocongate (Cusco) or La Rinconada (Puno), the youth face a stark choice. They 
can invest 15 years in education to become a professional, earning perhaps S/ 2,500 a month in 
a precarious job market, or they can join the illegal gold mines and earn S/ 1,000 in a single 
"lucky" week.36 Anthropological data shows that for many families, the mine is no longer a last 
resort but the primary engine of social mobility. The state’s failure to provide quality education, 
healthcare, and infrastructure has made the "formal path" look like a scam.36 



This vacuum of legitimacy allows criminal enterprises to position themselves as the new 
"patrons" of the community. In Madre de Dios, mining leaders are often seen as "héroes del 
pueblo" who brought roads and commerce where the state brought only bureaucracy and 
taxes.2 This is the non-ideological nature of the revolution: it is not about Marxist theory or 
ethnic identity; it is about the "brutal pragmatism" of survival and accumulation in a failed state.1 

The Institutionalized Informal: A Nursery for Crime 
Peru’s informality—affecting over 70% of the workforce—is the substrate upon which this 
criminal revolution was built.35 For decades, the state tolerated informality as a "social safety 
valve." However, as these informal sectors (mining, transport, commerce) grew in scale, they 
required protection and dispute resolution that the state could not provide. Organized crime 
simply professionalized what was already there.38 The transition from an informal taxi driver to 
one who pays a "cupo" for the right to use a street is the final stage of the state's total loss of 
sovereignty. 

Synthesis: The Triumph of the Parallel State 
The data and legislative record of the 2023–2026 period confirm that the Peruvian state is 
undergoing a process of "Institutional Cannibalism." The criminal class, enriched by the 
super-cycle of illegal gold and the systematic predation of the urban middle class through 
extortion, has moved from the periphery to the very heart of the Republic. By capturing 
Congress, they have secured the ability to legislate their own impunity, making the 
Prosecution’s task not only difficult but legally impossible.6 

The "Class Revolution" has already won because it has successfully bypassed the need for a 
traditional coup d'état. It does not need to overthrow the president when it can simply 
purchase the legislature and the regional governorships. The result is a dystopian hybrid: a 
country that maintains the formal architecture of a democracy—elections, a parliament, a 
judicial system—but where the underlying power and the "redistributive" mechanisms are 
entirely criminal. Peru is no longer a state struggling with crime; it is a state that has become 
the most effective tool of organized crime. 
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