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And I shall sell you sell you

sell you of course, my dear, and you’ll sell me.

—Elizabeth Bishop
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The Global Rummage Sale


It is the great multiplication of the productions of all the different arts, in consequence of the division of labour, which occasions, in a well-governed society, that universal opulence which extends itself to the lowest ranks of the people .… Observe the accommodation of the most common artificer or day-labourer in a civilized and thriving country, and you will perceive that the number of people of whose industry a part, though but a small part, has been employed in procuring him this accommodation, exceeds all computation.

—The Wealth of Nations



These are the products of some people’s lives. Biscuits, balloons, and battery-powered lint removers. Rag dolls, DVDs, and cut-price datebooks. Individual packets of laundry detergent, roach killer, rat poison, face cream. Fresh fruit and finger puppets. Sunglasses and magnifying glasses. The Un-Bra (a pair of gravity-defying, self-adhesive, strapless silicone push-up cups.) Counterfeit Calvin Klein cologne cling-wrapped in Styrofoam clamshells.

A vendor selling slide whistles blasts a mocking trill—several times a minute, seven hours a day. Across the street, a husky man standing in front of a huge heap of clothes hollers, “Cuecas baratas! Cuecas baratas!”—“Cheap underpants! Cheap underpants!”—in an increasingly hoarse tenor. Next to him, a hawker with a tray full of pirated evangelical mix tapes blasts a stereo powered by a car battery. Two women toss tiny toys in the air—twin pinecone-shaped pieces of metal lashed together with elastic. These novas brincadeiras—new jokes—clack together like raucous rattlesnakes, creating a din destined to drive mothers and schoolteachers bonkers. Around the corner, two vendors with plastic windup launchers shoot small helicopters high above them (they drift back down, rotors a-frenzy) while another stands, back to the breeze, and silently releases child-size soap bubbles from a scoop that looks like a giant Ping-Pong paddle. The bubbles squirm after being born, their edges hesitant. They wobble on the weak current and burst an instant before they touch anything.

In her office six floors above the everyday economic carnival, Claudia Urias, general secretary of Univinco, a nonprofit dedicated to promoting and improving the market, took in the tumult rising from the street. She shook her head. “É uma confusão total,” she declared. “It’s total confusion.”

Despite her up-close knowledge of the street, however, Claudia is wrong. Rua Vinte e Cinco de Março (the street of March 25) in the center of São Paulo, Brazil, only seems like absolute anarchy. The street market here—the largest in the city, where retailers from other markets come to buy, because many of the items you can get on this street are either unavailable or far more expensive elsewhere, even from wholesalers—has unwritten rules and an unofficial schedule, almost as if all its merchants were punching a clock. The chaos here is meticulously organized.

Each market day starts well before dawn. At three thirty a.m., four men converge on a short commercial alley just the other side of the Tamanduateí River. Thin sheaths of onion skins crunch under their feet, perfusing the air with their scent. The men, however, seem immune to the acrid atmosphere. They enter a run-down warehouse and emerge with several dozen battered wooden crates and splintered and stained plywood sheets. They rope this haphazard cargo on top of dollies and roll them along Avenida Mercúrio and across the river to Rua 25 de Março. There, they pile the boards on top of the crates to make two rows of makeshift tables along a pedestrian alley that leads from Rua 25 de Março to Rua Comendador Abdo Schahin.

This is the opening ritual of a site-specific street performance, the construction of the stage set for São Paulo’s wholesale market for pirated CDs and DVDs. Within a few minutes, several dozen dealers arrive. Some roll up in compact vans and sell their contraband right from the vehicles. Others arrive on foot, carrying duffel bags. They plop the bags on the tables, unzip, and—É isso ai!—as if a starter’s gun has fired, the market has begun. First-run movies are often available a day or two after they open in theaters.

By four a.m., Édison Ramos Dattora is on the case. Édison is a camelô—an unlicensed retail street vendor. He came to the big city almost two decades ago and spent fifteen years selling chocolates, clothing, and small gift items on the trains at Estação Júlio Prestes, one of the city’s commuter rail stations. For the past three years, he has moved into the more lucrative trade selling pirated movies and CDs on the city’s streets. Business is so good that his wife, who used to work a sales job in the legal economy, has joined him in the illicit trade. Édison hits the wholesale market for both of them, so his wife can stay home with their young son. They buy movies for fifty centavos each—or thirty cents—and resell them for at least twice as much. Most often they work separately, to maximize the amount of the city they can cover, but when the streets are particularly busy—before a big holiday, for instance—they join forces to handle the demand.

Being unlicensed dealers in illegal copies of well-known films may put them at odds with the movie companies and the cops, but Édison is proud of his profession and insists that it is no different from the work his wife used to do in the aboveground economy. “It’s the same as any job, with the same goals, only done differently,” he said. Street peddling has given his family a life that has transcended the dreams he had growing up in Brazil’s agricultural midlands. He now has an apartment in the center of the country’s biggest city, a house in the suburbs (rented out, to bring in extra income), and a bank account and credit card. Édison earns enough money that, a few years back, he traveled to Europe to try his hand at street vending there (though he enjoyed his journey, sales were better in Brazil, he told me.) As he spoke, three members of the Guarda Municipal—the local police force—sauntered by on the Viaduto Santa Ifigênia, one of the long pedestrian bridges that span the low-lying downtown park/plaza called the Anhangabaú. Édison fell silent. His wares were safely zipped inside a pink schoolgirl’s satchel at his feet, but he stared after the cops and waited until they were at the far end of the viaduct before he picked up the thread of the conversation.

It takes about an hour for Édison and his fellow camelôs to finish their purchasing. That’s when Jandira pulls up in her small pickup, as she has six days a week for the past ten years. She parks in the same spot every day—a corner next to the pirate market—and does her business right from the back of her truck. Her trade is bolo and pão. Each day she bakes eighteen cakes—usually chocolate, chocolate/vanilla swirl, and orange—and twenty-five loaves of bread, and makes cafezinho (black or with milk, but always heavily dosed with adoçante—artificial sweetener). She sells these items to the street market workers and their customers. At one real per slice and fifty centavos for a coffee, her average sale totals less than a dollar, but her low prices have yielded good profits. “With this clandestine job,” she said as she proffered a slice of orange cake, “I have bought two cars, a house in Minas Gerais [a province about five hundred kilometers north of São Paulo], and sent my kids to private school.”

The pirate market ends at sunrise. The haulers, who had disappeared while the market was in full stride, return. There’s some haggling and shouting until the wholesalers hand over the daily “vig,” the extra cash the haulers demand to do their job. Once the dealers ante up and vacate their posts, the haulers toss the crates and boards in piles on the sidewalk. They load up their dollies and roll the crude infrastructure back across the river to the onion broker’s place. A few wholesalers huddle in darkened doorways, making quick transactions with camelôs who were late to the fair. The rest move briskly off. By five thirty, there’s no sign of the presence of the pirates except a thick scattering of plastic DVD wrappers in the gutter.

It’s still early. A few catadores—self-employed recyclers who prowl the streets looking for cardboard, plastic, and metal that they can sell to scrap dealers—catch some shut-eye in front of the gated storefronts of the Centro, their half-filled handcarts tilted back so they won’t roll away. Downtown is still dormant, but Rua 25 de Março is already welcoming the next wave of street sellers.

Merchants from China dominate this second line of sales. They arrive a little before six a.m., pulling small folding carts on which they have packed their inventory and the spindly accordion-style folding tables that function as their mobile stalls. Each has a different specialty: one bracelets, another backpacks, a third sunglasses. Most cater to the latest fads: New York Yankees caps in camouflage, orange and green plaids, and other unofficial patterns, pirated futebol jerseys for local clubs like Corinthians, Palmeiras, and Santos—some of them indistinguishable from the real McCoy, others with the dripping ink and blurry logos that are the mark of bad knockoffs the world over. They sell their products to street sellers and small-scale retailers who cannot afford to buy in large quantities or don’t have the warehouse space to store excess goods. Street vendors who sell sunglasses, for instance, could buy their wares at one of the wholesale outlets two blocks away on Avenida Senador Queirós, which offer the lowest prices. But these stores don’t open until nine a.m. and you have to purchase at least twenty pairs of each style if you want to shop there. Here on the street, the Chinese will sell you three pairs for five reais—at 1.7 reais to the dollar, that’s about $1 a pair. Roving street retailers resell each pair for three reais, or about $1.75, thus garnering a 75 percent profit over the price they pay the Chinese vendors. Because of the middlemen on Rua 25 de Março, camelôs who can’t afford or don’t have the space to store scores of sunglasses can buy a small quantity of different styles at a price that will still guarantee a strong profit when they resell them in their neighborhoods.

The Chinese turn on Rua 25 de Março lasts about an hour. By seven o’clock, the merchants have started repacking their wares and moving off. And by seven thirty, only a few stragglers are left, steering their overstuffed carts toward the bland commercial buildings downhill from the Praça da Sé, where many of them store their goods.

The street readies itself for another shift. First the legal camelôs start rolling in. Eighty handicapped people have been approved by the city to do business on the streets around Rua 25 de Março, but few of the original licensees remain. Most of the disabled vendors have clandestinely sold or leased their street hawking right to other, able-bodied people, who now run the carts. They, in turn, employ haulers who roll their sturdy steel carts from the nearby parking garages, where they park the carts overnight, to their official positions on the street. The haulers unwrap the blue tarpaulins that swaddle these carts during their off-street hours and protect them from the elements when they’re on the street. At eight, the largest legal store on the street—Armarinhos Fernando, which sells school supplies, stationery, appliances, and a wide variety of household goods—also opens for business. (This store, which controls almost a full block in the middle of Rua 25 de Março, has an unwritten but highly effective policy prohibiting camelôs from setting up any table, no matter how makeshift, on the sidewalk; the store can’t keep them out of the street, however, and many set up impromptu booths just off the curb.)

At almost the same time, a dozen men and women in orange jumpsuits swarm by. These are the foot soldiers of the city’s sanitation department. They stride down the street with stiff-bristled brooms and long-handled shovels, toting plastic bins in their wake. They sweep up the cardboard and plastic sleeves that are the residue of the pirate DVD fair and the corn husks, papaya skins, coconut shells, and splintered boxes left over from the nearby wholesale fruit and vegetable market.

By eight thirty, the unlicensed hawkers who give the street its chaotic daytime appeal have arrived. There’s Paulo Roberto, who spends seven hours a day tossing tiny plastic Spider-Men against the marble facade of a small office building at number 821. Each four-inch-long blue man with gummy red feet and hands sticks for a few seconds, then begins to teeter. Tentatively at first, then picking up speed, the little man rappels down, flipping at the waist. As one Spider-Man descends, Paulo Roberto flips another on high. And then another and another and another, until he has ten on the wall. All of them, pulled by gravity, make the slow, staggered journey down. Paulo Roberto doesn’t have to shout. The pivoting men are his sales pitch. They are made in China, imported to Paraguay, smuggled across the border into Brazil, and trucked down to São Paulo. He tells me he buys them for eighty centavos—or about fifty cents—each, and sells them at R$2.50 each, three for R$5. If he sells them one by one, he generates a profit of 200 percent. But there are several other merchants on the street who sell the same toys, and the competition has made sales slow. Paulo Roberto wouldn’t divulge his income. “I survive,” was all he said.

Around the corner, always on the same spot on Rua Comendador Afonso Kherlakian, there’s an old man who sells two practical joke items: extremely realistic plastic patties of dog shit, and noisemakers that sound like a chicken when you pull a cord. His time on the street is spent standing above his plastic piles pulling that cord over and over, hundreds, perhaps thousands of times a day. When it rains, many of the merchants leave the street. But not this fellow. He simply crooks his head, rests an umbrella against his neck, stares down at his artificial poop, and keeps on pulling.

And there’s Márcio, a thin man with an apologetic smile and a graying Caesar curl of hair. He patrols the block just outside the Armarinhos Fernando discount store, holding up a rack of pens (since he’s got no table, he’s exempt from the store’s unofficial ban on camelôs on the sidewalk). He’s been doing this business on Rua 25 de Março every day for the past ten years. Márcio buys his pens and markers for fifty centavos each from a nearby wholesaler. He sells his pens for one real (perhaps seventy-five cents), a bit less than they charge inside the legal store. On a good day he will sell forty pens, so his profit is twenty reais, or about $12—meaning that his paltry street sales give him an income that is approximately equal to Brazil’s minimum wage (and, since he doesn’t report his income or pay taxes, his take-home haul may well be higher than that bare-bones minimum).

It’s 9:08. For the early morning street sellers, it’s already late. The daytime vendors are in place. The legal stores on the street are rolling up their steel gates. This is the time Jandira leaves. She must pack up quickly, in case the Guarda Municipal decides on a show of force. Some mornings, the cops muster early, in an effort to prevent Jandira and the Chinese middlemen and the camelôs from doing business. On those days, the vendors fan out down the street, no one selling anything, simply waiting for the police to disappear. On other days, the police attempt to fake out the hawkers, letting their enterprises get started, and then marauding down the street, overturning tables and dumping the merchandise of any vendor who’s not quick enough to pack up and flee. Jandira unrolls a plastic sheet that covers the back of her pickup and, with a lilting, “Para amanhã, queridos” (“Till tomorrow, my dears”) to the people still munching her cake and sipping her coffee, heads back home. Her work isn’t finished, however. Once at her house, she will clean her plastic cake carriers, scald her thermoses, and prepare a new batch of cakes and breads. Then she will sleep for a few hours, and wake well before the sun rises to pack up her goodies and make the coffee, so it will be fresh when she reclaims her post.

As Jandira pulls off, a crowd bursts through the doors to Galeria Pagé, the market’s oldest indoor mall. Almost ever since it opened, in 1962, Galeria Pagé has been a magnet for merchants trying to get a leg up on their competition by buying at below-wholesale prices. Today, the Galeria has six floors stuffed with dealers in mobile phones, electronics, toys, and knickknacks. Several hundred businesses operate here, and more than fifty thousand customers visit every day. Many of the area’s unlicensed vendors buy from wholesalers in Galeria Pagé (for instance, Márcio buys his pens from a stall in the mall). Before any rainstorm, a cavalcade of camelôs and legal merchants queue in front of wholesalers on the ground floor to buy packs of a dozen umbrellas for $1 apiece. Street vendors will resell them for five reais ($3) while stores will retail the same umbrellas for around eight reais, or approximately $4.50.

The camelôs, Jandira, Paulo Roberto, and their ilk are all unregistered. They pay no taxes or fees in their cash-only businesses. By contrast, most of the businesses in indoor malls like Galeria Pagé are licensed, and many are incorporated as legal trading entities. But that doesn’t mean that they are legit. Reginaldo Gonçalves, the building manager of Shopping Mundo Oriental, a shiny mall on Rua Barão de Duprat that has carved out a niche as the place for customers seeking somewhat higher-end products than are sold in Galeria Pagé, requires each prospective tenant to prove that his or her company is registered with the government before he will offer a lease. But, he admits, this means almost nothing. “I’m not saying they are all totally legal,” he explained. “They have certificates. They are filed with the government. But we have a saying here in Brazil: ‘If you work one hundred percent legally, you cannot survive.’ ” He shrugged and mimed the universal “see no evil, hear no evil, speak no evil” hand gestures. “They do what they do. They do their business and I’m not responsible.”

Reginaldo may not be liable, but his comment makes an important point about the street market: all the businesses of the area, legal and illegal, are intertwined. Landlords think there’s nothing unusual in collecting rent from tenants who are doing some kind of illegitimate business. Legal stores willingly supply the illegal market. Hardware stores in the area, for example, stock an inordinate number of different models of hand trucks and wheeled carts, which are popular with illegal street vendors. Discount stores offer an unusually large array of folding tables and lightweight metal and plastic racks that are highly prized by the folks who deal in pirated DVDs (you can clip DVD sleeves to the rack to create an enticing display, and even if the police do manage to yank it away from you as you flee, you’ve lost none of your inventory—because the sleeves are all empty). Other merchants provide the thick plastic tarps that peddlers use to cover their wares for overnight storage and to protect their goods from a sudden downpour. Legitimate fruit merchants from the nearby wholesale market sell papayas, pineapples, and mangoes to unlicensed hawkers who bring them by wheelbarrow to Rua 25 de Março and sell them by the slice. Licensed beverage distributors sell cases of soda and beer to unlicensed camelôs, who, in turn, vend the drinks to thirsty shoppers. Local parking garages and commercial buildings rent off-hour storage space to the camelôs. Vendors can pay by the hour to stash their bags on the roof of nearby shoeshine pavilions and newsstands. There’s even one enterprising local merchant who has cornered the market in cardboard boxes, which are popular with the camelôs because you can rig them up as impromptu tables and balance lightweight products on top—and if the police muscle by, you can grab your display and hustle away, leaving only the cardboard behind, and limiting your loss to fifty centavos—or about thirty cents.

The pace of sales on Rua 25 de Março crescendos through the day, with hordes of new hawkers arriving as others move off to sell in different locations around the city. By late afternoon, however, the market changes once again. The old man packs his poop patties and noisemakers in a plastic sack and trundles off, and vendors like Márcio and Paulo Roberto follow suit. But the crowds only increase. This is when Édison and his fellow pirate vendors return to the street. The afternoon rush is not particularly good for the guys selling small toys and stationery, but it’s great for the DVD sellers, because shoppers who have been at work in downtown offices are generally looking for something fun to bring home. Alongside Édison, other itinerant dealers are pushing battery-powered plastic toys, games for PlayStation and Xbox, discount computer operating systems, stuffed animals, and pirated name-brand backpacks.

As the sun drops, the market thins out. As soon as night falls, it’s gone. The streets around Rua 25 de Março remain curiously sedate until the haulers start things up again at three thirty in the morning, and Édison and Jandira and Paulo Roberto and Márcio and all the others reclaim their places at their specific nonassigned times.

Roving vendors have been part of the DNA of downtown São Paulo for better than three centuries. In the 1700s, hawkers sold produce and household goods on the narrow lanes of the central city, and farmers set up impromptu vegetable stands on the bridges in and out of town. As downtown developed into an office zone, the real estate industry decided that the flea market environment was unbecoming for high-end commerce, and hired guards to push the street trade away. For many, the easiest place to migrate was down one of the steep hills toward the Tamanduateí River, where immigrants from the Middle East had established stores. The market here was reminiscent of the ancient souks of Beirut, where there has always been street selling, so the new arrivals fit right in. In an accidental irony, the illegal market emerged on a street whose name commemorates March 25, 1824, the date Emperor Dom Pedro I approved Brazil’s first constitution. So this strip of asphalt that honors the inauguration of the rule of law is the domain of a market that exists, for the most part, outside it. More than a hundred years on, there’s still no statute that says the street market can exist, and most of the merchants here do business without licenses, without being registered or incorporated, and without paying taxes.

According to the camelôs I spoke with, the market still runs on these old-fashioned rules: Vendors pay no rent to occupy the curbside, and there’s no protection money, taxes, or other fees. Édison described how the process works: “You simply ask, ‘Can I set up next to you?’ and if it’s okay, you do it.” (If it’s no, and you set up anyway, you will surely have a fight.) Márcio, too, reported that he didn’t have to pay for the right to stand outside Armarinhos Fernando and undersell the bigger store. For her part, Jandira told me that she started selling on the street a few blocks away and took her current corner when the person who had occupied it gave it up. She holds it by custom and she will continue to operate there until she chooses to leave the business. The only people on the street who pay for the right to be there, Édison told me, are the handicapped merchants, who pay the city for their licenses, and the pirate wholesalers, who must throw some money to the haulers who shuttle their impromptu stalls on and off the street, and pay rent to the onion broker who beds down their crude infrastructure each day.

The trade on Rua 25 de Março draws four hundred thousand people on the average weekday—and many more on Saturdays. On important holidays, the market attracts a million shoppers a day. “They don’t come to pass through; they come to buy,” said Claudia Urias of Univinco, the nonprofit dedicated to promoting the street. On this she’s undeniably correct: the eight thousand merchants in the market (according to a recent census, sixty-five hundred of them—or 80 percent—are either unlicensed or evading registration requirements in some way) do more than R$17 billion of business a year—or almost $10 billion. Brazil is a massive country with a population of perhaps 190 million and a strong industrial base, but, if it were incorporated as a single business, this one street market in one city would qualify as one of the five largest Brazilian-owned firms operating in the nation.

As the end-of-the-day crowd churns along, a vendor releases another soap bubble from her Ping-Pong-paddle scoop. A giant egg, it makes its embryonic journey down the street, then loses its form and merges with the air. That shaky and elusive oval, those novas brincadeiras that clack together so hideously, the fake designer sunglasses displayed in Styrofoam like butterflies pinned in a collector’s portfolio, those boxes full of futebol jerseys and baseball caps, those Santa Claus sacks of pirated movies, those midget action figures that journey halfway around the world before being flung on the side of a building so they can be sold on the street for cheap, all the vendors and customers and haulers and, yes, even the cops who harass the market: they join together to create something significant. It takes a massive number of transactions and tasks performed by people all over the world to bring all these things together in this place. The lives and labor of dozens, hundreds, thousands—millions, if you include every street market in every city, village, and town in every country on the planet—stand behind each product.

There is another economy out there. Like those floating soap bubbles, its edges are diffuse and it disappears the moment you try to catch it. It stands beyond the law, yet is deeply entwined with the legally recognized business world. It is based on small sales and tiny increments of profit, yet it produces, cumulatively, a huge amount of wealth. It is massive yet disparaged, open yet feared, microscopic yet global. It is how much of the world survives, and how many people thrive, yet it is ignored and sometimes disparaged by most economists, business leaders, and politicians.

You can call it System D.





Grade A, Plan B, Middle C, System D, Vitamin E


Merchants engaged in the hazardous projects of trade, all tremble at the thoughts of being obliged, at all times, to expose the real state of their circumstances. The ruin of their credit, and the miscarriage of their projects, they foresee, would too often be the consequence.

—The Wealth of Nations



You probably have never heard of System D. Neither had I until I started visiting street markets and unlicensed bazaars around the globe.

System D is a slang phrase pirated from French-speaking Africa and the Caribbean. The French have a word that they often use to describe particularly effective and motivated people. They call them débrouillards. To say a man (or woman) is a débrouillard(e) is to tell people how resourceful and ingenious he or she is. The former French colonies have sculpted this word to their own social and economic reality. They say that inventive, self-starting, entrepreneurial merchants who are doing business on their own, without registering or being regulated by the bureaucracy and, for the most part, without paying taxes, are part of “l’economie de la débrouillardise.” Or, sweetened for street use, “Systeme D.” This essentially translates as the ingenuity economy, the economy of improvisation and self-reliance, the do-it-yourself, or DIY, economy. A number of well-known chefs have also appropriated the term to describe the skill and sheer joy necessary to improvise a gourmet meal using only the mismatched ingredients that happen to be at hand in a kitchen.

I like the phrase. It has a carefree lilt and some friendly resonances. At the same time, it asserts an important truth: what happens on Rua 25 de Março and in all the unregistered markets and roadside kiosks of the world is not simply haphazard. It is a product of intelligence, resilience, self-organization, and group solidarity, and it follows a number of well-worn though unwritten rules. It is, in that sense, a system.

It used to be that System D was small—a handful of market women selling a handful of shriveled carrots to earn a handful of pennies. It was the economy of desperation. But as trade has expanded and globalized, System D has scaled up too. Today, System D is the economy of aspiration. It is where the jobs are. In 2009, the Organisation for Economic Co-operation and Development (OECD), a think tank sponsored by the governments of thirty of the most powerful capitalist countries and dedicated to promoting free-market institutions, concluded that half the workers of the world—close to 1.8 billion people—were working in System D: off the books, in jobs that were neither registered nor regulated, getting paid in cash, and, most often, avoiding income taxes. In many countries—particularly in the developing world—System D is growing faster than any other part of the economy, and it is an increasing force in world trade. What’s more, after the financial crisis of 2008/2009, System D was revealed to be an important financial coping mechanism. A 2009 study by Deutsche Bank, the huge German commercial lender, suggested that people in the European countries with the largest portions of their economies that were unlicensed and unregulated—in other words, citizens of the countries with the most robust System D—fared better in the economic meltdown of 2008 than folks living in centrally planned and tightly regulated nations. Studies of countries throughout Latin America have shown that desperate people turned to System D to survive during the most recent financial crisis.

This spontaneous system, ruled by the spirit of organized improvisation, will be crucial for the development of cities in the twenty-first century. The twentieth-century norm—the factory worker who nests at the same firm for his or her entire productive life—has become an endangered species. Even in China, where massive factories offer a better financial future than farming, they give no guarantee of job security. So what kind of jobs will predominate? Part-time work, a variety of self-employment schemes, consulting, moonlighting, income patching. By 2020, the OECD projects, two-thirds of the workers of the world will be employed in System D. There’s no multinational, no Daddy Warbucks or Bill Gates, no government that can rival that level of job creation. Given its size, it makes no sense to talk of development, growth, sustainability, or globalization without reckoning with System D.

Adam Smith understood this intuitively back in 1776, when he published The Wealth of Nations. As Smith wrote, “The whole consumption of the inferior ranks of people, or of those below the middling rank, it must be observed, is in every country much greater, not only in quantity, but in value, than that of the middling and of those above the middling rank.” Despite this, most economists don’t recognize System D as a part of the legitimate financial order. (Economics is, as Arjo Klamer, professor of the economics of art and culture at Erasmus University in Rotterdam, put it in a recent book, “the study of choice and allocation of scarce resources”—which means it involves how people really live, a subject far too important to be left to the economists.) Instead, most of the world’s economic gurus add System D into a gray-market category that was introduced a generation ago by British anthropologist Keith Hart: “the informal economy.”

When Hart coined the phrase in the early 1970s, he thought he had minted a nonjudgmental term to describe the hyperkinetic open-air economy he found in Accra, Ghana, where peddlers, hawkers, vendors, and others with no fixed location, and without registering with or being regulated by the government, did a massive amount of business on the side of the road. His goal was to recognize rather than stigmatize this homegrown economic sphere.

Under the umbrella of the informal, though, Hart unwittingly aligned roadside vendors with another part of the business world that is also informal—the criminal underground. Kids who hawk oranges at highway intersections without reporting their income are operating outside the law. But so are the clandestine cartels that traffic in human organs. Paulo Roberto, who sells those gummy, plastic fantastic Spider-Man action figures on Rua 25 de Março, is unlicensed. But so are the rogue networks that run guns all over the world. All of these people evade government regulations and fail to pay taxes. The way they do this and the stakes involved are completely different, but that doesn’t matter: the kids and the camelôs are just as informal as the crooks. This unfortunate linkage has infected academic studies and the popular press. One recent study of migration and street economies in southern Europe concluded that there was a “connection between working in the underground economy and deviant behavior,” though it provided no hard evidence that this link actually exists. In a similar fashion, a December 27, 2010, wire service dispatch in the Turkish newspaper Hürriyet began with a classic yellow-journalism lead—“Unregistered economic activity is causing serious problems across the world”—but the rest of the article simply compared the estimated size of the informal economy in Turkey with that in other countries and offered absolutely no evidence of any problems this had actually created. Still, simply asserting that there’s a huge problem makes readers think it’s true. More and more, people identify the business practices of street markets as shadowy and underhanded. A woman selling carrots is no threat to anyone. Indeed, we might describe her as a self-starter, an estimable entrepreneur, a hardworking mother providing for herself and her family. But once she gets linked to the economic underground, her labor becomes a bit more questionable. Where did she get her produce? How can she afford to sell at such a low price? Are her carrots cheap because they were irrigated with contaminated water? Or did she soak old, devitalized carrots that had been tossed in the trash by merchants at the wholesale market so they would perk up? Perhaps she stole these root vegetables. Is her scale giving false weight? To be informal adds layers of doubt to her activities. The late Nigerian writer and social activist Ken Saro-Wiwa captured the spirit of this linguistic destabilization (though in a different context—he was talking about how political discourse changes during the buildup to war) in his novel Sozaboy: “Before before, the grammar was not plenty and everybody was happy. But now grammar begin to plenty and people were not happy. As grammar plenty, na so trouble plenty.”

Perhaps the only people who had the good sense to ignore the term “informal” were the very ones whose lives it purported to describe. Few of the merchants who operate on the roadsides or in the chaotic marketplaces of the developing world have any idea what the informal economy is.

I found this out the hard way. My first foray into the world of unlicensed trade was a trip to Lagos, Nigeria. I spent my first few days in the African megacity walking up to merchants in the city’s street markets, introducing myself, and telling them I was writing a book on the informal economy. Without exception, they gawked at me and refused to talk. My words seemed to fill them with terror. Na so trouble plenty.

Fortunately, I was working with two locals who were helping me navigate the chaotic and cramped markets of the city. Olayemi Adesanya and his younger brother Taye simply translated my words into English the people in the market would understand. Here’s what Taye told one merchant: “He’s writing a book about businesses that exist solely on individual effort, with no help from the government.”

In this impromptu interpretation, Taye conjured something crucial about the modern economic system. There’s nothing natural about the free market. It’s a fiction, an artificial construct created and held together with the connivance of government. This point was made with great force and insight decades back by two innovative economic thinkers. Antonio Gramsci, the Italian Marxist, analyzed the state of the world while serving time in jail in the early 1930s and argued that the free market was a political creation. “Laissez-faire too is a form of state ‘regulation,’ introduced and maintained by legislative and coercive means,” he wrote in his famous essay “The Modern Prince.” “It is a deliberate policy, conscious of its own ends, and not the spontaneous, automatic expression of economic facts.” For Gramsci, selling the masses on the desirability and inevitability of the free market enabled the ruling class to maintain and extend its hegemony. A decade later, economic historian Karl Polanyi came to a similar conclusion from a different point of view. Polanyi believed in the importance of markets but, in his most famous work, The Great Transformation, critiqued the impact of conceiving “the free market” as the natural way of the world. If society is devoted to the principle of profit as the root of life, he wrote, “the idea of freedom thus degenerates into a mere advocacy of free enterprise—which is today reduced to a fiction by the hard reality of giant trusts and princely monopolies.” (Polanyi’s contemporary, the economist Joseph Schumpeter, compressed this thought into a more striking image: “The stock exchange is a poor substitute for the Holy Grail.”) Polanyi saw the free market as a political construct and argued that the pursuit of profit alone would not liberate people from slavery or guarantee that we could not poison the planet. He called for moral and ethical principles to ride herd over financial success, and argued that our economic actions needed to be embedded within a larger sense of shared social values. “The end of the market society means in no way the absence of markets,” he explained. “These continue, in various fashions, to ensure the freedom of the consumer, to indicate the shifting of demand, to influence producers’ income, and to serve as an instrument of accountancy, while ceasing altogether to be an organ of economic self-regulation.”

Whatever the theoretical backstory, Taye’s words had an immediate impact. The trader—Charles Ezeagu, sales representative for Astron, a firm that imports its own brand of kitchen appliances from China to Nigeria—smiled and nodded and invited me to sit down and have a chat. The word “informal” didn’t express his worldview. To him, Astron wasn’t surreptitious or suspect or in any way informal: instead, he and his firm were engaging in an open, independent, admirable exercise in self-reliance.

The same thing happened in Guangzhou, China. I was eating lunch with Ethan Zhang, who ran an unlicensed handbag design firm out of his apartment in a gated community in the Sanyuanli neighborhood. He wasn’t sure what I wanted and had agreed to meet me only because I had studied Chinese with a close friend of his. When I told him I was writing a book on the informal economy, he paused, chopsticks in midair, and began to get that look. “What is this informal?” he asked in alarm. That’s when I spoke the words I had learned from Olayemi and Taye. The syllables worked their magic, even across cultures and languages: Ethan popped the bitter greens in his mouth and raised his hands in the air as if he were at a revival meeting. “That’s me,” he said as he chewed. “I’m not incorporated, I don’t have a license, and I don’t pay taxes.”

Alex Wei, who runs Icompy, a computer firm in Ciudad del Este, Paraguay, that does tens and perhaps hundreds of millions of dollars in business every year, is one of the few System D merchants I encountered who was well versed in the terminology. But he had no patience for the academic nomenclature. “What is informality?” Alex asked. “The government knows about it. The customs officials know about it. The customer knows. Informality doesn’t mean that people don’t know. Everybody knows.” It’s true: everybody does know the informal economy, even if they don’t know what the term means. Everybody knows that people smuggle things across borders, that they sell things on the street without a license, that they report less income to the government than they actually make. (Nobel Prize–winning economist Joseph Stiglitz told me that this was standard operating procedure for most mom-and-pop businesses in the United States until the spread of credit cards ensured that the majority of purchases were no longer cash transactions and thus had to be reported on the books. “We shouldn’t feel that much moral superiority over Nigeria,” Stiglitz said. “Our small businesses did it too.”)

In fact, as Henry Mayhew, a journalist who chronicled the costermongers (pushcart peddlers) in the street markets of London in the 1850s, recognized, the informal economy existed long before the formal economy. “If ancient custom be referred to,” Mayhew wrote, “it will be found that the Shopkeepers are the real intruders, they having succeeded the Hawkers, who were, in truth, the original distributors of the produce of the country.”

Even Keith Hart has come to recognize the shortcomings of the phrase he coined. “The label ‘informal’ may be popular because it is negative,” he wrote in a paper delivered at a conference in 2004. “It says what people are not doing—not wearing conventional dress, not being regulated by the state—but it does not point to any active principles they may have for doing it. It is a passive and conservative concept that acknowledges a world outside the bureaucracy, but endows it with no positive identity.”

That’s why I propose to jettison the phrase “informal economy” and to adopt, instead, the moniker “System D.” Of course, changing the name is cosmetic surgery. But language does encapsulate some of the deeper values inherent in a society. Rebranding the informal economy as System D provides an opportunity to strip away layers of preconceptions and judgments, to reduce the association with criminality, and to give this economic arena a chance to prove the naysayers wrong.

The growth of System D presents a series of challenges to the norms of economics, business, and governance—for it has traditionally existed outside the framework of trade agreements, labor laws, copyright protections, product safety regulations, antipollution legislation, and a host of other political, social, and environmental policies. Yet there’s plenty that’s positive, too. In Africa, many cities—Lagos, Nigeria, is a good example—have been propelled into the modern era through System D, because legal businesses don’t find enough profit in bringing cutting-edge products to the third world. China has, in part, become the world’s manufacturing and trading center because it has been willing to engage System D trade. Paraguay, small, landlocked, and long dominated by larger and more prosperous neighbors, has engineered a decent balance of trade through judicious System D smuggling. The world over, System D is synonymous with entrepreneurialism and employment. The global economy may be contracting, but System D is providing jobs. The digital divide may be a concern, but System D is spreading technology around the world at prices even poor people can afford. Squatter communities may be growing, but System D is bringing commerce and opportunity to these neighborhoods that are off the governmental grid. System D is distributing products more equitably and cheaply than any big company can. And, even as governments around the world are looking to privatize agencies and get out of the business of providing for people, System D is running public services—trash pickup, recycling, transportation, and even utilities.

Friedrich Schneider, chair of the economics department at Johannes Kepler University in Linz, Austria, has spent decades calculating the dollar value of what he calls the shadow economies of the world. He admits his projections are imprecise, in part because, like privately held businesses everywhere, businesspeople who engage in trade off the books don’t want to open their books (most successful System D merchants are obsessive about profit and loss and keep detailed accounts of their revenues and expenses in old-fashioned ledger books) to anyone who will write anything in a book. And there’s a definitional problem as well, because the border between the shadow and the legal economies is blurry. Does buying some of your supplies from an unlicensed dealer put you in the shadows, even if you report your profit and pay your taxes? How about hiding just one dollar in income from the government, though the rest of your business is on the up-and-up? And how about selling through System D even if your business is in every other way in compliance with the law? Finding a firm dividing line is not easy, as Keith Hart warned me in a recent conversation: “It’s very difficult to separate the nice African ladies selling oranges on the street and jiggling their babies on their backs from the Indian gangsters who control the fruit trade and who they have to pay rent to.”

Schneider suggests, however, that, in making his estimates, he has this covered. He screens out all money made through “illegal actions that fit the characteristics of classical crimes like burglary, robbery, drug dealing, etc.” This means that the big-time criminals are likely out of his statistics, though those gangsters who control the fruit market are likely in, as long as they’re not involved in anything more nefarious than running a price-fixing cartel. Also, he says, his statistics do not count “the informal household economy.” This means that if you’re putting buckles on belts in your home for a bit of extra cash from a company owned by your cousin, you’re in, but if you’re babysitting your cousin’s kids while she’s off putting buckles on belts at her factory, you’re out.

Schneider presents his numbers as a percentage of the total market value of goods and services made in each country that same year—each nation’s gross domestic product. His data show that System D is on the rise. In the developing world, it’s been increasing every year since the 1990s, and in many countries it’s growing faster than the officially recognized GDP. If you apply his percentages (Schneider’s most recent report, published in 2006, uses economic data from 2003) to the World Bank’s GDP estimates, it’s possible to make a back-of-the-envelope calculation of the approximate value of the billions of underground transactions around the world. And it comes to this: the total value of System D as a global phenomenon is close to $10 trillion.

Which makes for another astonishing revelation. If System D were an independent nation, united in a single political structure—call it the United Street Sellers Republic (USSR) or, perhaps, Bazaaristan—it would be an economic superpower, the second-largest economy in the world (the United States, with a GDP of $14 trillion, is numero uno). The gap is narrowing, though, and if the United States doesn’t snap out of its current funk, the USSR/Bazaaristan could conceivably catch us sometime this century.

But, of course, System D is not a country, not unified, not a political entity. It is deeply rooted in the existing power arrangements—indeed, it seems to specialize in exploiting the economic and political fault lines of the globe—but it is fractured and haphazard and, for the most part, silent. System D is a massive in-between space, strikingly independent, yet deeply enmeshed in the legal world. It involves small-scale entrepreneurs but links them to global trading circuits. It is the economic way of the global majority, guided not by corporations or politicians or economists, but by ordinary citizens.
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