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How Prison Gangs Govern the Qutside

Anybody that thinks & prison gang, such as the Mexican
Mafia, can't reach out and touch ya on the street is a ool for
thinking that way. Because they can, They can reach out
and touch anyone they want,
Sergeant, Corcoran Stare Prison’

The Economics of Extortion

Imagine a horde of roving bandits whose sole desire is to accumulate as much
wealth as possible. One day, the bandits are roaming the countryside, In the
distance, they see a small community, whose residents enjoy substantial
matetial comfort. They drive nice cars, have expensive clecrronics, and ewn
beautiful pieces of artwork. The bandits descend on the town. They run amok,

beat and rerrify the locals into submission, and steal everything of value, The
bandits depare with dhe riches, and the local townspeople are impoverished.

Af first, there seems to be little hope for the townspeople, for they cannot
defend themselves from the deadly brigands. It appears that the bandits are an
unmitigated disaster for the townspeople. However, this might not be the
case, Imagine char instead of roving bandits, the bandits are searionary. Insread
of a never-ending nomadic life, chey live just down the road from the
communicy. How does this change their incentive to plunder?

First, the bandits now have an incentive nor to take everything from the
rownspeople. If they took everything of value from them every day, then the
townspeople would have no incentive to create anything of value in the first
place. Complete theft would leave the bandirs with nothing o steal. However,
the townspeople may be willing to produce something of value if they can
keep a share of it. The total wealth the bandits can steal, therefore, depends on
how much they steal and how much the towns people are willing to produce,



I32 THE SOCIAL ORDER OF THE UNDERWORLD

given differenc rates of theft. The bandits earn nothing in two scenarios: (1) if
the bandits steal everything that is produced, then the townspeople will stop
producing anyching; (2) if the bandits steal nothing, they get nothing
Therefore, the bandirs maximize their exeracrion by stealing some, bur nocall,
of the rown’s wealth. The stationary bandit maximizes its thievery by con-
straining its thefe.*

We can extend this logic a step further. If the bandits know that they can
steal a portion of the wealth, then they may actually have an incentive o help
the townspeople grow even richer. The bandits might not only constrain their
theft, buc also produce public goods that encourage wealth creation. For in-
stance, they may protect the rownspeople from other bandits. They might
provide market-enhancing goods, such as roads, police, and venues for
resolving disputes, By doing so, they promote wealth creation and increase
the amount of wealth that they can steal, If the bandits can steal from everyone
in the town, then they can internalize the benefits of producing public goods.
Their encompassing interest makes it profitable to produce governance.
Despite their ill intentions, a stationary bandit may actually provide the
essential governance institutions thar make the town richer than it would
have been in the bandits’ absence.

The logic of the stationary bandit can fail in several ways, If the stationary
bandit’s time horizon goes from long to short, then he will steal everything.
[f the bandir isn't going to be around to steal, then he doesn’t care if his thef
discourages future production. The townspeople also must believe that the

stationary bandir has a leng rime horizon. The bandits must be able to arya-
nize themselves effectively. If some of the bandits want to be statiorary

and some want to be roving, for instance, then costly infighting occurs,
Importantly, the bandirs have to care abour wealth more than anything else.
[f the bandits enjoy making people suffer and are willing to give up wealth to
do so, then they will not produce all possible marker-enhancing governance
institutions.

Like the stationary bandit, prison gangs provide governance institurions
thar allow illicic markets to fourish. They adjudicate disputes and prorect
property righes, They orchestrate violence so char it is relarively less disruprive.
They do not do this because they are benevolent dictators. Gangs do it because
they profit from doing so. In addition to governing prisons, these gangs are
also an important source of governance to the criminal world outside of
prison. They wield tremendous power over strect gangs, specifically those par-
ticiparing in the drug rrade. Because of this power, governance from behind
bars helps illicit markets to flourish on the streets.
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Drug Dealers LPay Tiaxes

A defining characteristic of 2 prison gang is that it operates in prison, but that
doesn’t mean it only Operates in prison. According to some sources, since ar
least the early 19705, prison gangs have been active in county jails and on the
streets.’ The county jail system plays an important role in how the criminal
underworld functions. It is a crucial link between prison crime and street
crime. It allows prison gangs to project their influence beyond prison walls.*

Unlike state or federal prisons that hold convicted inmates, county jails
typically hold three types of people: people charged with crimes who have
not been convicred, people serving less than 2 year, and people who have been
convicted of a crime and are waiting to be transferred to a stace prison. The
Los Angeles County Jail system is one of the largest in the United States, The
county jails serve an area thar comprises more than 4,000 square miles and
neatly 1o million people. The LA, District Artorney’s office handles more
cases cach year than any other office in the country? On a typical day, the
system holds abour 19,000 people. The largest facility in the system, Men's
Central Jail, holds abour 4,600 inmares.¢ Inmares stay in jail, on average, 6o
days. There arc few places a5 important to street gang members as the Los
Angeles County Jail,

Many people have dubbed L.A. the “gang capiral of the world” so it is 2
useful place to study ro undersrand the remarkable influence prison gangs can
heve over street gangs, The Bloods and Crips are perhaps the hese-known
g gs in popular culture, burin I A, Hispanic gangs are actually more im por-
tant in terms of numbers and influence, The most recent data available, from
tepot’s by the Los Angeles Police Department, indicate that the city of Los
Angelvs is home to abour 720 streer gangs. There are 417 Hispanic gangs,
compared to 228 Bloods and Crips gangs. The L.A. Police Department esti-
mates that there are abour 22,000 H ispanic gang members and 15,500 Bloods
and Crips members. Not all of these gangs sell drugs, but many do. For gangs
engaged in the drug trade, it is typically their most important source of
revenue.t

These drug profits have caught the Mexican Mafia’s eye. For many
drug-dealing Hispanic street gangs, the Mexican Mafia demands an extor.
tion payment. The gang members refer ro these payments as “taxes,” “gang
taxes,” “tribure,” “feria” and "rent. A srreec gang typically pays berween 10
and 30 percent of s drug revenues to the Mexican Mafia. They pay these
taxes on a monthly or weekly basis to three types of Mexican Mafia rax
collecrors.?
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First, a non-incarcerated Mexican Mafia member may collect raxes from a
gang. If so, it will usually include collecting from a gang with which he has o
history of interacting, perhaps as a former member or business partner.
Second, the Mexican Mafia mayauthorize an associate, who is nota full-Aedged
member, to collect taxes on the prison gang’s behalf. I has become increas-
ingly common, for example, for the wives and girlfriends of incarcerared
members to have the responsibility of collecting taxes.” Third, the Mexican
Matia may delegare the responsibility to collect taxes to 3 high-ranking and
well-known member of the street gang that is being taxed.” For instance, the
Mexican Mafia allowed a prominent MS-13 member to collece gang taxes
from cliques within MS-13, Althe ugh they collect the taxes, these representa-
tives know that they are only an intermediary, According to one law enforce-
ment official’s summary of a wiretapped phone conversation, two Mexican
Mafia members discussed the fact thar “the tax collecrors who work for the
Mexican Mafia know the money they collect was not their property and that
they were working on asalary."* These collectors also do so because it increases
their status in the eyes of the Mexican Mafia and is a route 1o membership,

Mexican Mafia members control these funds in variety of ways. Undl the
mid-2000s, incarcerated prison gang members had inmate bank accounts
that officials rarely monitored." They could transfer funds inte and our of
these accouncs with ease. Some Inmare accounts held tens of thousands of
dollars. According to a former Mexican Mafia member, “It's the perfect
method to cleanse money. There is so much money leaving and entering tie
prison—tens of thousands of dollars moving on and off the books on a eg-
ular basis, dirty money that is laundered with the help of the CDC [Calife nia
Department of Corrections] system,”™ Gang members reportedly invesced in
US. Treasury Bonds, CDs, double-e series 1S, savings bonds, homes, and
commercial real estate.” In the last 10 years, however, officials have started
monitoring these accounts much more closely.

Now a more common way to hold funds is to have them sent to a rrusted
associate, such as a wife, who can disperse these funds as necded.’® These
women, often referred ro gs Sedioras, are “high-level female associares, who
often have close personal relationshi ps with Mexican Mafia members, Largely
due to their close ties to members, Senoras can have the most authority
amangst non-members. Thar aurhority, which is given to them by a member,
often empowers them to speak on the member’s behalf and direct Mexican
Mafia business, including ordering murders or assaules. Senoras, like other
associates, will also collect ‘taxes; or extortion/ protection payments, and dis-

tribure drugs,™
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The prison gang faces two major challenges in monitoring the tax collec-
tion process: They must prevent tax collectors from keeping a portion of the
money, and they must ensure that imposters do not pose as rax collecrors. An
obvious solution is to threaten ro kill people who break these rules. In March
1994, for example, law enforcement was sccretly recording a Mexican Maha
meeting where gang members discussed Ramiro Valerio. According to the oth
Circuit Court Ruling, the gang members believed he was “collecting money
from drug dealers by claiming he was a member of the Mexican Mafia. At the
videotaped March 27, 1994 mecting, the members present clarified that
Valerio was not a member and therefore had no authority to collect money or
act on the Mexican Mafia’s behalf™ The gang members decided ro kill Valerio.
Later that year, officials listening in on a phone call heard two Mexican Mafia
members discussing the operation. The ruling explains, “Castro called
Rodriguez to advise him that the police had arrested Valerio and he was in
jail, so R. Castro now had the opportunity to kill him. During subsequent
conversations, R. Castro devised a plan to kill Valerio while in custody.™

The taxpayers themselves also have an incentive to ensure they are paying
the right person: they want to get credit for doing so. In one case, a street gang
member named Mendoza, who had recently been parcled from Pelican Bay,
falsely claimed to be a Mexican Mafia member. While at a dope house, he
demanded that the drug dealer give him drugs and money.* Several people
grew suspicious of his credentials, and one relephoned around to find out if
the Mafia had authorized him to collect taxes. A short time larer, a Mexican
Mafia member tracked Mendoza down ar an aparement. According to the
appellate ruling, Mendoza “came to the door, .. but did not respond when
defenidant asked if he was from the Mexican Mafia. Defendant asked, "Are you
a carnal?’ [a Mexican Mafia member] Mendoza said nothing, but began to
pull up his shirt as if to show his prison tartoos. ... At that moment, defendant
fired a gun ar Mendoza, who grabbed his chest and said, ‘Ah, shit. They shot
me, " Te avoid these problems, tax collectors often work with neighborhoods
with which they have a relationship. A history provides credible information
to raxpayers and assures them they are paying the righe pesson. It is also casier
for tax collectors to know abour the volume of business the streer gang is
doing and the personalities of the people involved.

The taxation structure imposed on the Varrio Hawaiian Gardens (VHG)
street gang is typical of many Surefio gangs. A shot caller of the street gang
colleces taxes thar he then remits to the Mexican Mafia. According ro officials,
“At any given time, one or more members of the Mexican Mafia has control
over the VHG Gang’s territory and is empowered to receive the drug ‘taxes
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from the VHG Gang and to issue orders and instructions to the VHG Gang,
A Mexican Mafia member with authority over the VHG Gang's rerritory typ-
ically enlists the assistance of a VHG Gang member and authorizes thar VHG
Gang member to act in the name of the Mexican Maha member.... [He] is
empowered to collect drug ‘taxes’ for thar Mexican Mafia member from VHG
Gang members and drug eraffickers selling drugs in Hawaiian Gardens.”* The
Mexican Mafia member delegares the tax collection responsibility to someone
who has the information to carry it our effectively.

The 18th Street gang is one of the most notorious gangs in the world. They
have come to dominate much of the L.A. drug trade, The Columbia Lirtle
Cycos (CLCS), an 18th Street clique, operates in the areas west of downtown,
near MacArthur Park.® Despite their power on the streer, the Mexican Mafia
has taxed them for many years. The CLCS shor caller collecred raxes from
those selling drugs in its neighborhood and sent them ro the incarcerated
Mexican Mafia member. His job was to “maintain an accounting of the rent
amounts paid to the CLCS Organization by narcotics distributors during
cach rent collection period, and calculate the percentage of the illicitly
obtained proceeds that the CLCS Otganization was required to pay to
Mexican Mafia Member 1,7+

The notorious streer gang Mara Salvarrucha (MS-13), formed in the mid-
1980s in Los Angeles, has since spread to other states and countries.* Despite
officials’ claims that they are one of the “largest and most violent gangs in the
world.” they too pay gang taxes.* Asan indictment explains, “each clique con-
tributes a portion of its profits towards a rax paid by MS-13 to the Mexican
Mafia. Like all gangs associated with the Mexican Mafia, MS-13 is required to

pay a specified sum of moncy on a regular basis to a member of the Mexican
Mafia,™ The indicumens conrinues, “A single powerful M5-13 member in Los

Angeles has been appointed to act as MS-13's representative to the Mexican
Mafia,™"

The Mexican Mafia does not limit its taxacion to gang members, They
call on the street gangs to look for non-gang drug dealers, and they autho-
rize the strect gangs to collect taxes from these people on their behalf. As
one indictment explains, “The Mexican Mahia also exercises conrrol of non-
gang affiliated narcotics dealers by taxing them, either directly by a Mexican
Mafia member.,.or a gang answering to the Mexican Mahia, such as the
Diablos, West Side, Varrio Fallbrook Locos, or Varrio San Marcos gangs.
If they pay taxes, drug dealers are permirted to sell illegal drugs in their
designated areas. If a drug dealer fails to pay the required rax either dircctly
to a Mexican Mafia member or to a gang collecring tax under the authority
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of a Mexican Mafa member, the drug dealer may be assaulted or robbed of
his/her drugs, money, and/or possessions.” The raxation scheme is not
oprional, and the gang forces compliance. According to one indicement, the
defendant explained ro a drug dealer, *[You] have to pay taxes.... You're
slinging in the ciry, anyone slinging in the city has to pay taxes... whether
you like it or not.... [I]f you ger canghr lying, you know, or trying to dodge,
dodge chat kind of shit, you're going to get into some serious shit.™ Failure
to pay taxes results in being assaulted or robbed.

Typically, a single Mexican Mafia member controls taxation in a parricular
region, For instance, in San Diego, a federal indicement explained, defendant
Espudo “is a validated member of the Mexican Mafia who oversees Mexican
Mafa activities throughout much of northern San Diego County.™ He has
“the right to sanction the murder and/or assaults of associates of the Mexican
Mafia, and others, including Hispanic gang members both in and our of the
prison system.”™* Moreover, he is “entitled to receive a portion of ‘raxes’ col-
lected under the authority of the Mexican Mafia, as well as proceeds from the
sale of narcotics within the geographic areas.™ Because Espudo is now incar-
cerated, his wife is an important representative for him, According to court
documents, “as far as Mexican Maha associaces and facilirarors are concerned,
[his wife] .. speaks for Espudo and her directions are considered as if he were
speaking them. [She] collects tax money and drugs on their behalf and passes
both information between Espudo and his associates as well as orders Espudo
may direce,”

There are no daca available that systemartically track the rotal amount that
strect gangs pay the Mexican Mafia, but a few anecdoral examples suggest thac
it is quite a lucrative amount, Former Mafia member Rene Enriquez regularly
earned 840,000 to $60,000 a year while incarcerated.” In 2004, institutional
gang investigators at Pelican Bay looked into the previously unmonitored
inmate accounts and found that some inmates had sizeable holdings. They
froze the accounts of 14 Mexican Mafia members, = of whom had more than

$20,000 in their truse account and 2 others had more than $10,000. Gang
experts arguc thar the Mexican Mafia has laundered “millions of dollars”

through their prison trust accounts.”” Federal prosecurors contend that one
member received $40,000 2 month in gang taxes while ar Pelican Bay.* One
Mexican Mafia member received § 4,000 perweek from a single drug dealer.”
In one instance, Mexican Mafia members kidnapped a drug dealer because he
failed ro pay the $85,000 in taxes thar he owed, which he eventually paid as
ransom, along with four kilograms of cocaine.** Drug dealers had to pay
$15,000 to sell drugs in a two-block area near the Westlake districr of
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downtown L.A.# The shot caller overseeing the Lil' Cycos drug operation
brought in $250,000 a month in taxes.™ Rene Enriquez explained that in
addition to the money, taxation broughe him power: °I know [ can say any-
sime that I need $5,000, a car, or gifts for my family. Boom! It will be done.
I need thar guy killed. And it was done efficiently.”™

The Mexican Mafia organization is much smaller than the combined size
of the gangs that it taxes. Estimates of Mexican Mafia membesship range from
150 to 400, Compared with the estimated 22,000 Hispanic street gang metm-
bers in L.A.. the Mexican Mafia is less than one percent of their size. Despite
this, the prison gang is capable of extorting gang taxes from them, and what's
more impressive, they are able ro do so while many of their members are incar-
cerated in county, state, and federal facilities. An appellate court rulingon a
Mexican Mafia case noted, "Overwhelming evidence in the record shows that
Appellants conspired to extort money and firearms from various street
gangs”* Rene Enriquez claimed chat “tens of thousands of gang members
adhered rowhat we said. ... And it was then that we realized the true potential
of the Mexican Mafia. .. because of the finances generated by taxation: raxa-
tion, extortion, protection—they all fall under the same umbrella.”#

The Role of the County Jail System

Cowards and weaklings do not run streer gangs. Gangs have often fought
wars to win drug territory. They assault, stab, and kill rival gang members.
How then can a small group of incarcerated prison gang members force them
to pay taxes? The evidence presented here identifics three mechanisms. First,
‘he Mexican Mafia can extort street gangs because they have a credible threat
to hurt people in the county jail, and street gang members rationally anrici-
pate spending ime there. Second, they can use incarcerated streer gang mem-
bers as hostages to force non-incarcerated gang members to pay, Third, they
can encourage street gangs to assaule and steal from other, non-taxpaying
srrest ga ngi,;s

Regardless of how dangerous a drug dealer is on the street, he is in a fun-
damentally different position once incarcerated, When a street gang member
is arrested, he will typically enter the county jail alone, During the intake pro-
cess, officials will physically examine and strip-search him, making it difficult
to smuggle in weapons, Sometimes a gang member can schedule to turn him-
self over to jail authorities at a particular time, bur incarceration often occurs
unexpectedly. For some gang members, entering jail will be a new experience.
The routines, requirements, and residents are unknown. He may live in one of
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several different areas, so even if he has served time in the past, he might not
know the layout of the building, the daily schedule, or his privileges as an
inmare,

Compared with inmartes who have resided there for a longer time, he is at
a disadvantage in protecting himself, The experienced inmares know where
the blind spots are, if deputies are willing ro ignore violence, and when dep-
uties are least likely ro observe assaules. They know the other inmates and che
current state of prison politics, They have had an opportunity to make
weapons. In January zo1o, roughly a quarter of the male inmare popularion
Wil i[lCﬂIﬂErﬂI.Ed ﬁ:lr Ehﬂ.fg:ﬁ DF murd:f, E.[tﬂmptﬁd mll['dﬂ]:, ﬂnd. ﬂsﬁﬂ.ﬂjt Wi&l a
deadly weapon.* New inmates entering the L.A. County Jail system—even a
hardened street gang member—can be ar a substantial disadvantage in violent
confroncations, As a former L.A. gang member noted abour Men’s Central
Jail, “if you aren’t in a gang when you go in, you will be when you get out.™*
The only way to survive is to group up.

While in this vulnerable position, a streer gang member may have to
intermingle with the Mexican Mafia. Prison gang members often spend rime
at the county jail becanse of pending court cases. Commentators have
described the L.A. County Jail as the gang’s home base and headquarters.*
Some prison gang members have even intentionally remained in jail co profic
from the drug trade. One Aryan Brotherhood shor caller allegedly managed
to spend six years at the county jail instead of rransferring to a state prison
because he was carning $5,000 a week selling drugs®® A Mexican Mafa
member assauleed and murdered other inmaces just to generare new criminal
charges sc that he could continue selling drugs in the jail.” Prison gang mem-
bers may also represent themselves in court, This gives them the ability to
have inmates who are housed in prisons across the state transported ro the
county jail, under the auspices of testifying in court. In reality, they conduct
gang business.*

There is a second important reason why the Mexican Mafia has substantial

influence within the county jail system., Inmates who either would like to join
the Mexican Mafia or who simply want to increase their status in the gangs

eves will follow their orders. One federal indictment describes the relation-
ship berween the Avenucs street gang and the Mexican Mahias green lighe
lists. The prison gang can “issue directions and orders, including orders to kill
rival gang members, members of law enforcement, and members of the
public.... Those orders are to be exceured by Avenues gang members and are
understood by Avenues gang members as opportunitics to gain elevated status
with the organization or to porentially become a ‘made’ member of the
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organization.™ In addition, the Mexican Mafia can force inmates who owe
them money or drugs to assault others in licu of payment. Even if a particular
Mexican Mafia member in the county jail cannor physically assault another
inmate, he can order others to do so—and many inmares will. That means
that it only takes a few Mexican Mafia members to control a large portion of
the inmate population.

Several additional factors make jail even worse for a drug dealer who is
delinquent in paying his taxes. First, inmates in the county jail are segregated
by both formal and informal mechanisms. Inmates choose ta congregate with
members of the same race and ethniciry. For example, 2 Southern Hispanic
inmate would not be welcomed to congregare with black inmates. This makes
it difficult to avoid other Hispanics—the people who the Mexican Mafia has
the most control over. Officials also frequently segregate inmate housing by
race and gang status. This means thar they will house a Hispanic drug dealer
in the same cells as other Hispanics from Southern California. A street gang
member who hasn't paid the Mexican Mafia will be housed among the people
he would most like to avoid. Moreover, the Men’s Central Jail has specific
modules for gang members. Officials may house a delinquent taxpayer in this
gang module. As discussed previously, a shot caller is in charge of idenrifying
new inmates and relling them the rules of the tier. In doing so, an inmate’s
gang affiliation will be discovered. If there’s a green light on him or his gang,
he's in trouble.

Wire-tapped phone conversations reveal prison gangs power. Phone
intercepts captured a conversation between a non-incarcerated Mexican
Mafia member and an associate in the L.A. County Jail. During their talk,
they coordinated assaules on street gang members who hadn't paid raxes. A
federal indictment explains that the Mexican Mafia member asked another
“co contact the A and B rows in the Los Angeles County Jail to determine if
there were any prisoners capable of carrying out an assault” against someone
who hadn't paid his taxes** On October 25, 1994, a Mexican Mafia member
spoke wirh an associate in the L.A. County Jail, and according o the indict-
ment, “advised the unindicred co-canspirator of the gangs againse which the
Mexican Mafia had authorized assaules”™ In a gth Circuit Court of Appeals
ruling, the judges found that “gang members who did not cooperate with the
Erne when they were outside could be dealr with if they ever landed in jail—
and many of them did. An Eme member or an associate could place an
individual or even a whole gang on the ‘green light' list, which meant that che
individual or gang was targeted for any form of assault up o and including

murder.’*
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Drug dealers anticipare spending time in the county lock-up. The
California Deparrment of Corrections and Rehabiliration conducred a study
ro measure recidivism of inmares released from state prisons in 2004, Within
three years, approximately 59 percent of inmates were reincarcerated in a state
prison. After only one year, nearly 40 percent of inmates were reincarcerared.
The study examined 17,139 inmates who had been released after serving rime
on a drug offense, The two most frequent offenses were possession of a con-
trolled substance and possession of a controlled substance with the intent to
sell. After one year, 29 percent of inmates released for possessing a controlled
substance wich intent ro sell and 45 percent for possession of a conrrolled sub-
stance were reincarcerated. After three years, these recidivism rates increased
to 46 percent and 66 percent. Only five erimes had higher recidivism rates
than those for which people served time for possession of a concrolled sub-
stance. A national study of recidivism found thar afrer three years, 64.6 per-
cent of Hispanic inmares and 66.7 percent of inmates for whom their mose
serious offense was drug related were rearrested.”

The California recidivism data may also underestimare a streer gang mem-
ber’s ancicipation of incarceration. First, the study only looks at people who
return to a state prison, so it does not account for those street gang members
who may spend time in the county jail but never go back to stare prison. For
example, if a gang member is incarcerared in the county jail for being drunk
in public, then he hasn't been counted as having recidivated. Second, these
dara look at recidivism for all inmares released from che state prison, but gang
members have higher recidivism rates than those of non-gang inmates. In
[llinois, 75 percent of gang members are rearrested within 750 days of release,
The average time from being released from prison and rearrest is less than
eight months.® The recidivism rate for gang members is six percentage points
higher than that for non-gang members.*” This means thac the overall recidi-
vism data, which do not control for gang membership, underestimare the
recidivism rates of gang members.

Street gang members recognize the likelihood of arrest. Many of them
speak abour chelr firse incarceration expericnces as a badge of honor It demon-

scrates one’s toughness and machismo. Social networking takes place, and
young gang members often enjoy interacting with the "big homies” in the
councy jail. In face, serving a relatively short sentence at a young age can be a
“carcer maker” because of the people one meets.* Rene Enriquez explained
that prison “was kind of like going to college. Once you get there, you're just
considered a homeboy who's been to the joint. Homeboys who go to prison
are considered veteranos. They're well respected in the neighborhood.™
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On the streets, drug dealers are well armed, organized, and mobile. The
county jail syscem means that any drug dealer, with some probabilicy, will end
up in one of only a few county jail facilities. Taylor Morchead, Chief of
Custody Operations, describes the filtering of the county jail reception area,
noting, “everybody that comes in, comes through the funnel™ Sergeant
Roger Ross, a gang investigator in the jail, explains, "Los Angeles Councy Jail
is unigque in the fact that every gang in Los Angeles County ends up coming
here. It doesn’t maceer if they're a black gang, Asian gang, a Hispanic gang, or
a white gang. If chey're active in Los Angeles County and they ger arrested,
they end up coming to the Los Angeles County Jail system.” In 2001, an esti-
mated 52 percent of inmates in the L. A. County Jail system had been involved
in inmate gangs.

A second way that the Mexican Mafia can extorr street gangs is by holding
their incarcerared gang members hostage. If the members on the streer don't
pay taxes, the gang harms cheir incarcerated members. Officials investigating
the Mexican Mafia in the early 1990s described the conrents of a monitored
telephone conversation in October 1994 in which one member told another
“the gangs against which the Mexican Mafia had authorized assanles"®* Later
in November, two members discussed which gangs had a green light due o
failure to pay gang taxes, including the Clanton, Hang Qut Boys, and Flars
screet gangs.” In one indicrment, a Mexican Mafia associate told a street gang
member that someone “was going to be assanlted because of a ‘green light' on
the West Side gang,” because “he was still short money for the West Side gang's
‘Fuckin’ two thousand dollar ‘rax payment to' " the Mexican Mafia shor caller %
The indictment also describes how a Mexican mafia member announced “thar
all West Side gang members arrested from December 15, 2010 onward would
be assaulted for the gang’s failure to make a full tax payment on rime)” and an
associare planned ro smuggle drugs into the facility to fulfill the gang’s tax
payment.”” The green light on the West Side gang was lifted about two weeks
later. Two individuals discussed the green light, with one explaining thar “they
say evervthing is okay; they send their hello o vourself and the camarada and
to send all our love to those from the West Side.”® The indictment explains
that this means “the ‘green light' had been lifted from the West Side gang
because the gang had fulfilled its Mexican Mafia tax obligation."*

A street gang member mighe ery to conceal his gang afhiliation so thar he
can't be held hostage. A problem with this strategy is that a tier’s shot caller
identifies newly arrived inmates and their gang affiliation. However, even if
the shot caller did not conducr an inrake interview, inmates can usually iden-
tify a streer gang member by his ratcoos, Gang members usually place tarroos
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in prominent locations. Given the communal living and showering situation,
a gang member cannot conceal his tartoos for his entire jail stay, In fact, often
the purpose of getting tattoos is to provide information abour one’s history
and status to strangers. For gang members, tartoos communicate “their
membership, rank, specializations, and personal accomplishments.. .. Just as
academic vitae announce the prestige of institurional affiliarion.””® Given the
importance in the underworld associated with these claims, “information
concerning identiry can literally be a matter of life and death.”” Because
tattoos are intended to provide important information to strangers, not sur-
prisingly, strangers can often easily see them.

Just as in prison, drug consumers on the strect cannot rely on formal gov-
ernance mechanisms to ensure the quality and safety of the drugs they buy.
Consequently, drug dealers in street gangs establish a repuration—both for
the qualiry of their product and their danger to potential thieves. Like prison
gangs, street gangs have an advantage in illicic markers and an incentive ro
invest in long-term repuration mechanisms to provide assurance. This brand-
ing only works, however, if consumers can identify which drug dealers are in
repurable gangs. This is where tatroos play a crucial role. Precisely because
tattoos are permanent and placed in prominent positions, they are a credible
signal of gang affiliation.™ It would be costly for a non-gang member to ger a
large gang rarroo on his neck because someone in the gang might see it. Gangs
maintain their reputarion by monitoring who claims to be a member. The rep-
utation of the gang is greatest where the gang is most accive. For an imposter
to benehit from a gang rarroo, he would have to spend time in the location
where he is most likely to be exposed. These costs make ir clear thar whoever
gets a gang tatroo actually is a member of that gang. However, precisely
because gang members usc these permanent, prominent signals to engage in
drug dealing on the streer, they cannor casily hide them when in jail. The
resule is that prison gangs can use these individuals as hostages.

The third way that the Eme controls strect gangs is by encouraging street
gangs to prey on gangs that don’t pay taxes. The Mexican Mafia protects gangs
1:11 nE F'a:f Lilsas, IH.'.LI]. r—]::“;:r" -’IQF Fmt:ttiﬂﬁ 1:11*.1:!: 'd]l: dﬂn.‘- et dﬂfﬂr.l.ﬁﬂ ﬁl:.lli.rl.ﬁ‘ﬂl in
court explained, “The Mexican Mafia will issuc whar is called green lights.. ..
A green light is essentially the okay to assanlt or kill somebody. That could be
in prison, but it can also be on the streees. In the West Myrtle neighborhood,
for many years West Myrtle had been the targer of green lights, What that
meant was that other gangs could come into the neighborhood and commit
acts of violence, shootings, assaulrs, with impunity, without being disciplined
by the Mexican Mafia. The Mexican Mafia gave its blessing.”” One Southern
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California gang proudly refused the Mexican Maha raxarion demands and
started calling itself “the Green Light Gang.” The result was that many of
them were murdered in subsequent years™ After refusing to pay taxes, mem-
bers of the Vineland Boys Gang abandoned many of the ourward signs of
gang membership to avoid derecrion.” They have since become compliant.

The street gangs that don’t pay taxes are outlaws—literally outside of the law
created by the Mexican Mafia in the streees of Southern California.

Criminal Governance for the Drug Trade

The illicic nature of the drug trade means that street gangs cannot rely on the
police to protect their property or on courts of law to uphold theiragreemencs
with consumers, intermediaries, emplovees, and suppliers. Conflict can arise
for a variety of reasons. There might be a dispure between rival gangs abour
who can sell drugs in an area. A drog dealer might find himself in conflict
with asupplier. Disputes might arise over nonpayment, late paymenc, receiving
poor-quality drugs, late delivery of an item, or disagreement or renegotiation
over the price. Conflicts might arise with his customers for the same reasons.
A drug dealer’s property might not be safe from theft and robbery. In the
absence of effective governance institutions, market failures arise and firms
must rely on less efficient forms of governance,

In lieu of mainstream governance institutions, criminals often use violence
to adjudicate dispures™ Evidence suggests that the illegality of the drug rrade
per se contributes to violence. Historically, the murder race in the United
States has increased when officials increased enforcement of drug and alcohol
prohibitions. Greater market prohibition increases reliance on extralegal gov-
ernance mechanisms like violence. This pushes illicit business into arenas with
tewer methods of nonviolent dispure resolution. This result holds even after
controlling for other factors that might explain changes in the murder race,
such as the age of the population, incarceration rare, economic conditions,
the availabilicy of guns. and the deach penalty™ If this assocation is incer-
preted as being causal, such that enforcement causes an increase in violence,
then drug prohibition increases the murder rate between 25 and 75 percent.
In a cross-councry study of the effect of drug prohibition and gun laws on
the murder rate, drug prohibition is also associared with an increase in the
murder rate”

A study of a gang’s accounting books shows that gang wars adversely affect
earnings.” Violence drives consumers away because of the possibility of harm
amidst inter-gang violence. Wars increase the presence of, and the pressure
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applied by, law enforcement officials. Residents in the community become
less tolerant of the drug trade.** Gangs spend money to recruit and arm new
members. Of special importance to the Mexican Mafia, gang tribute paid to
higher-ranking gang members declines. The prison gang has an incentive ro
enforce property rights and adjudicate disputes for tax-paying drug dealers.
The Mexican Matias self-interest leads them to provide governance, which
they do in three ways.

First, the Mexican Mahia protects tax-paying Surefios when they are incar-
cerated. County jails can be dangerous places, and a large number of inmates
are from rival gangs. As an L.A. jail official explains, “Almost half of our jail
population is street gang members, and they are probably responsible for 70
to 8o percent of the erime that occurs in our jail, and nearly all of our murders
have been gang related in one way or another™ Gang rivals or other inmate
predators might assault a gang member,

The Mexican Mafia might prefer not to protect taxpayers once they arrive,
because they have already received the taxes and providing protection takes
effort. Bur for the raxation to persist, the Mexican Mafia must provide prorec-
tion. Exrortion has an unusual fearure. To be effecrive, the extortionist must
have monopoly control over violence againse the victim. Extortion is only
effective when the extortionist can credibly tell the victim that he has the

decisive choice to harm him or not. If a taxpayer anticipated being assaulted
by ather inmates, then there is little benefir to paying in the first place. To
incentivize payment, thercfore, the Mexican Mafia muse boch credibly
threaten to hurt those who den’t pay and cffectively protect those who do.®
One indictment explains, “the Mexican Mafia provides protection to all
MS-13 members incarcerated in county, state, and federal prisons and jails in
California.™ Another reports that by paying taxes, members of the Varrio
Hawailian Gardens gang “assure protecrion for VHG Gang members once
they enter California state or federal penal institutions,” In 2011, another
indictment noted thar members of the 38th Strect gang guarantee their pro-

tection once entering the penal syscem by paying taxes.® The Mafia provides a
similar protective role for the Azusa 13, Fastside Riva, Florencia 13, Lennox 13,

18th Streer gang, and many others.*

Second, the Mexican Mafia protects drug dealers on the streer. One indicr-
ment explains how this works: “These tax payments entitle the soldier to con-
duct illegal activities such as the diseribution of drugs under the authority of
a given Mexican Mafia member. Having the member’s authority protects the
soldier from interference from the given member and from other gang mem-
bers. The soldier who pays the taxes can also rely on the given member—or an
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associare of the member—for assistance {e.g. collection of ourstanding drug
debrs) ™ An Eme associate testified about his role in protecting drug dealers,
explaining that it was his job ro give dealers "a safe haven from other dealers
and gangs. It was easiet for them ro pay than get bothered. We protected them
from other thieves™ In another instance, a group was shaking down a female
drug dealer ar a local bar who reecived protection from the Mexican Mafia.
When the Mexican Mafia found out, chey sent people to the culprit’s house
and assaulted and robbed him.*” Likewise, law enforcement officials report
that the “Mexican Mafia ensures that no other gang operates in MS-13's
tertitory or otherwise interferes with the criminal activities of MS-13.7

To be an effective deterrent, drug dealers must develop credible signals
of their affiliation with the Mexican Mahia. When gangs begin paying taxes to
the Mexican Mafia, they often add the number 73 to their gang name. This
explains why so many gangs in Southern California have this ateribute,
including MS-13, Toonerville 13, Puente 13, and Florencia 13" The letter M is
the thirteenth letrer of the alphaber, so it stands for the Mexican Mafia and
signals a drug gang’s affiliarion. Actaching 13 to one’s gang name tells potential
thieves that if they steal from the gang, the Mexican Mafia will exact retribution.

A third, and perhaps the most important, form of governance that the
Mexican Mafia provides is adjudication of disputes between tax-paying
gangs?* A federal indictment notes that “the criminal activity of the Mexican
Mafia also includes the resolution of disputes between the street gangs and
the authorization of one streer gang to assault members of another street
gang"” For example, in early 1994, an 18th Streer gang member killed 2
member of the Mara Salvatrucha. On February 5, law enforcement officials
reported that a Mexican Mafia member met with “representatives of the 18th
Street gang and the Mara Salvatrucha gang to discuss the dispute becween the
gangs over the murder of Mara Salvatrucha member “Sal; by 18th Street
member ‘Deffer’ ”* In another instance, on January 19, 1995, one drug dealer
complained to the Mexican Mafia thar two people were selling drugs from his
driveway, and as the indictment summarizes, this was “making it impossible
for the unindicted co-conspirator to sell drugs™! In response, on January 19,
the Mexican Mafia “negotiated a territory dispure between drug dealers.” In
May 2006, the Mexican Mafia helped resolve dispures among cliques within
the 18th Street gang, Law enforcement officials reported thar “Mexican Mafia
Member 1 would back him up as long as [defendant] paid taxes to Mexican
Mafia member 1, and to assemble a meeting of shor callers for the cliques of
the 18th Streer Gang under Mexican Mafia Member 1's control in order to
stop infighting and to unite their efforts on behalf of the 18th Street Gangand
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the Mexican Mafia."”” Later that month, the gang member on the street wrote
to the incarcerated Mexican Mafia member and assured him that the cliques
of the 18th Streer gang were "now working in concert””* Rather than letting
gangs go to war, the Mexican Mafia provides governance. As one appellate
court judgment summarizes, the prison gang “actually strove to minimize
inter-gang violence so each gang would be more efficient in irs drug-selling
activities and would pay more taxes to che Eme,"

A relared type of governance that the Mexican Mafia provides is to con-
strain negative externaliries. In the summer of 1992, Mexican Mafia members
began promoting a sort of quasi-peace rreaty among Hispanic gangs.”® The
most well-known part of this process occurred when the Mexican Mafia made
an announcement—the Eme Edict—thar forbade street gangs from doing
drive-by shootings and required that all Surefios swear allegiance o La Eme.
When a gang does a drive-by shooting, many parties are affecred. Innocent
victims and neighbors may be killed, if not only frightened, The shootings
generare media and police atcention thar negatively affects the ability of all
neighboring gangs ro sell drugs."™ These negative externalities mean that cach
gang does not bear all of the costs of its actions, so each will do too many
drive-by shootings.™* The Mexican Mafia soughr to regulare drive-by shoot-
ings by requiring that a person have ar least one foot on the ground when
shooting at someone, the so-called “one foor policy,” In late 1993, a Mexican
Mafia member recorded by Federal Bureau of Investigation surveillance
reportedly said, "If you gotra down somebody, down ‘em. All we're saying is
don’t drive-by."=

Rene Enriquez, who takes credit for helping to devise the edict, began
sending notes throughour the prison system and gang neighborhoods to
notify people of the ban.™ One highly respected Mexican Mafia member
passed around a document that explained that anyone who viclared the rule
would be rreated “asa child molester, a rat, a rapist, which all means coward "=
According to one source, there were 20 Mexican Mafia members and asso-
ciares holding meerings with gangs in public parks to lay our the rules. e
A note confiscated from a teenage gang member in the county jail (dated
November 24, 1993) provides some perspective on how people responded to
the edict:

S0 the homeboy Johnny got the green light by the Eme. Man, thar fool
is fuckin’ stupid. ... They out there blasting on fools or what? Thar shit
malkes the varrio look real bad. They're gonna fuck around and throw
the varrio on a green light pretty soon.... [ say this is whar you should
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do: talk to a couple of the homeboys and see if you vatos can throw a
meeting becween the varrio. Talk abour what's going on with the Eme
and about the “Peace Treary.” Those varos do mean business. Man, you
need to ger the homeboys on the right track. Ir's about making money
nowadays, not shooting’ your own Raza up. If you guys wanna shoot
somebody go shoot up those niggers from Westside 357 or Ghost town.
You don't need to blast up your own kind no more, Thas shit’s dead.™

In the weeks and months following the Edict, drive-by shootings declined.
Hispanic gang-related homicides declined 15 percent in all of Los Angeles
County, and it declined by as much as 5o percent in other areas.™ Al Valdez,
formersupervisor of the Gang Unit in the Orange County District Attorney’s
Office writes, “berween April and Seprember of 1992, afrer the edict was
announced, there were no drive-by shoorings in the East Los Angeles arca, a
part of L.A. thar was tradirionally very active with gang violence and notori-
ously deadly= A study of drive-by gang homicides found a 28 percent decline
for all ethniciries between 1992 and 1994, bur only a 5 percent decline in gang
homicides overall. This suggests that gang members were changing the way
that they killed rather than stopping the killing altogether. Los Angeles
County Sherriff Sherman Block confirmed thar “drive-by shootings have
gone down, bu street killings have nor.™

We do not have the data available to measure how much, if any, of the
change in drive-by shootings can be ateributed directly to the edict.™ However,
the edict itself is well documented and is consistent with our understanding
of why and how the prison gang provides governance, According to the Los
Angeles Times, law enforcement officials say the "Mexican Mafia’s true motive
was to reduce the publicity caused by death of innocent lives caughe in the
cross-fire so it could organize with licdle ourside scrutiny,™ One source sug-
gests that the prison gang believed “the killing of innocents energized law
enforcement and politicians to launch extraordinary measures.™

In general, the Mexican Mafia imposes rules on drug-dealing streer gangs
that limit violence, promote order, and stimulate market activity. One indicr-
ment explains, “The Mexican Mafia has established rules to govern acts of vio-
lence committed by local streer gang members, including Avenues gang members.
The Mexican Mafia thus requires Avenues gang members to adhere to protocols
for the conduct of violent attacks, narcotics trafficking, and murders, including
the isstiance of ‘green light' authorizations for murder. Failure to adhere to
Mexican Mafia rules can lead to the issuance of a ‘green light; directingan arrack
on the offending member, or the requirement that money be paid.™”
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The logic of the incarcerared bandit explains why some drug dealers pay
taxes and receive extralegal governance, I also predicts who won't pay taxes to
the Mexican Mafia and who won't have access to the benefits of their gover-
nance instirutions. First, the Mexican Mafia cannor extort taxes from drug
dealers who they cannot harm in jail. Members of other races are less suscep-
tible to Mexican Mafia threats behind bars. They are often held in differenc
cells and housing areas. They also rely on their own prison gangs for protec-
tion. Second, the Mexican Mafia doesn'r extort taxes from people who don't
anticipare incarceration. The threat of harming someone when he goes to jail
is not salient if the person doesn’t expect to go to jail. Moreover, law-abiding
citizens can rely on the police to defend themselves from extortion. There is
no evidence of the Mexican Mafia extorting legitimate businesses in this
systematic, wide-scale fashion. A lecter confiscared by officials thar was sent
from a Mexican Mafia leader in Pelican Bay’s Secure Housing Unit to an affil-
iate on the streer explains, “all legic businesses are o be left alonc in our dis-
trict, no taxing—this includes bars, crc™*

Furthermore, the Eme cannor extore all eriminals with the same ease.?
Some crimes, by their very nature, are difficule to observe. A skilled chief is
unseen. A drug dealer must make his presence known to entice customers.
In atcracting customers, he must at the same time risk atcracting the attention
of the Mexican Mafia. Successful drug dealers also have cash on hand. People
who commit violent crimes, like murder, aggravated assault, and rape, don't
receive money that the prison gang can excort. The nature of the crime is
therefore more resistant to extortion, The Mexican Mafia also needs criminals
to be relatively immobile. Because rival drug dealers defend their murf with
violence, drug dealers cannor easily move to 2 new region to avoid taxation. In
fact, the Mexican Mafia tried to tax prostitutes, but when they did, the pros-
titutes simply worked elsewhere.™ Finally, it’s easier for an extortionist to tax
someone who earns money on a regular basis, If a burglar gets a big score
every several months, chen the exrortionist doesn't know when he can come
to collect. A drug dealer who gets paid every day is a more reliable victim.

Finally, rhe prison gang can only extore deug dealers whe live within the
jurisdiction that would lead to incarceration in a county jail controlled by the
gang. The Mexican Mafia cannot intimidate a Hispanic drug dealer in
Northern California by threatening to hure him if incarcerated in the Los
Angeles County Jail. It is unlikely that the drug dealer will be incarcerated in
L.A., so it’s an empty threat. Consistent with the claim about how jail-based
extortion works, these people don't pay drug taxes to La Eme. Moreover,
prison gangs in other county jails cax drug dealers on the street, too. Prison
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gangs engage in jail-based extortion of drug dealers across the councry. This
provides further confirmation of the underlying logic for how prison gangs
control the streets. In short, it is not from the benevolence of the Mexican
Mafia thar we expect them to govern the drug trade, bur from their regard to
their own interest.

Thete are two reasons to expect that the broad picture that these indice-
ments and court documents paint is valid. First, correctional officers, police
officers, lawyers, district atrorneys, inmates, street gang members, and former
prison gang members agree with the general structure described in these legal
documents. The specific charges against particular people may be less reliable,
but observers agree in the overall depiction thar these documents present.
Another way to determine the reliability of federal criminal allegations is
to look ar what relatively neutral observers think abour the evidence. For
instance, Judges Fletcher, Canby, and Rawlinson, inan appellate court ruling,
assessed the weight and magnirude of the evidence used to convict a number
of Mexican Mafia members in carlicr cases, They found that "any rational rrier
of fact could have found the essential elements of the crime beyond a reason-
able doube™ This includes evidence presented that “the key ro the Eme’s
power was its ability to threaten the members of smaller gangs as well as others
with assault and even death if they did not comply with the Eme’s demands.
In particular, the Eme’s power within the prison system gave it leverage even
over gang members ourside of prison."** Several Mexican Mafia members
have been indicted in major cases based on multi-year investigations, with
evidence coming from “hundreds of taped conversations which corroborated
the appellanes’ efforts ro organize and tax the drug distribution of street
gangs.”™ The appellate judges wrote, “the evidence at erial clearly established
that the drug raxing and drug trafficking conspiracies were undertaken by
individuals on behalf of the enterprise, and were in fact an integral part of the
conduct of the Eme's affairs.™

In the opening starement of a trial involving associates and members of the
Mexican Mafia, even the defense lawyer admitted the prison gang's influence:
“Well, in California, the California prisons are run by a prison gang known as
the Mexican Mafia. You heard this from Mr, Staples [an Assistant ULS. Attorney],
and it's well-known. Law enforcement knows it. People who have been to
prison know it. They control the prisons through violence. They contro] the
drug trading in prisons, bue they also exercise control on the streets by virtue of
their conerol in the prisons. By virtue of their ability to commit acts of viclence
in the prison, they can control the behavior of people on the streets.™ What
happens behind bars is often of substantial imporrance in the frec world.



