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The Political Economy of Counterfeits 

 

Calla Hummel27 

 

Abstract 

 

This article addresses the political economy of informal economic activity stemming from 

globalization and economic restructuring through a qualitative study of the dynamics and 

debates around the 25 de Março market in São Paulo, Brazil. I contribute to a growing 

body of work asserting that informal activity is not a vestige of underdevelopment but 

systemically present in contemporary global capitalism, citing the evidence and lines of 

reasoning employed by scholars such as Carolyn Nordstrom, Janet MacGaffey, Remy 

Bazenguissa, Moises Naim and Leslie Beloque, as well as my own work. In light of this 

body of research, I discuss material collected through three months of fieldwork on 25 de 

Março and use theories of consumption developed by Arjun Appadurai to argue that media 

categorizing the informal as underdeveloped and dangerous serves to police the status 

quo of consumption. 
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Introduction 

On every corner of São Paulo’s busy 25 de 

Março street, young and middle-aged men hawk 

pirated media and counterfeit designer goods from 

portable display boards. Hundreds of thousands of 

street vendors work selling unauthorized consumer 

goods in São Paulo, constituting the last local link in 

a global supply chain—defined as the steps 

between making a product and selling it to the 

finally user— that furnishes products outside of 

regulated and recorded channels. Street vendors 

occupy an interesting contradiction: as salesmen of 

American-designed, Chinese-made goods, they are 

a sign of São Paulo’s insertion into a fast-paced 

and highly-specialized global economy. Yet the 

extralegal28 character of the work and wares 

renders them invisible once the observer turns from 

the street to macroeconomic statistics, where the 

vendors are officially recorded as unemployed. Not 

only are they unprotected by state labor laws, they 

are frequently targeted by the police during the city 

government’s regulation-or-eradication campaigns, 

known as ―blitzes‖, and charged with selling imports 

without proper documentation. Aside from the 

Brazilian state, other entities such as trade groups, 

the US government, and national media all have a 

stake in controlling extralegal revenue, which 

threatens to disrupt the status quo embedded in the 
                                                
28 For a thorough discussion on terminology, see Gerxhani 

(2004) and the literature reviews of Nordstrom (2008), 

MacGaffey and Bazenguissa-Ganga (2000), Beloque (2007), 

and Sanchez (2009). To describe economic activities I will use 

both ―informal‖, because it is the most common, and 

―extralegal‖, because it is my prefered term in the context of 

Latin America. To describe products I use ―counterfeit‖ and 

―unauthorized‖. 

official economic structure29. In order to deter 

possible customers and justify harsher regulation of 

street vending, such entities produce and 

disseminate information in educational campaigns 

that cast informal work as threatening to the social 

fabric.   

This paper explores the dynamics of 25 

de Março in order to illuminate larger discussions 

on the organization of contemporary markets and 

the role of the state in regulating them, particularly 

with regards to what is known as the ―informal 

economy‖ or the ―informal sector‖. Through the 

literature review, I argue that post-Fordian 

manufacturing and the subsequent increase in 

subcontracting provide conditions for the 

expansion of unauthorized consumer goods 

production, rendering 25 de Março a direct 

consequence of contemporary capitalism and not 

an anomaly of underdevelopment. In my analysis 

of media produced about informal activity in São 

Paulo, I argue that such media reinforces 

consumption hierarchies and justifies police 

intervention by casting informal activity as a 

dangerous anomaly of underdevelopment. 

 

Literature Review 

 Saskia Sassen posits that one of the 

pervasive features of current global system is the 

universalization of a range of economic standards 

(Sassen 2002), and MacGaffey and Bazenguissa-

Ganga (2000) note that their implementation makes 

it possible for people, goods, and services to move 

                                                
29 Both De Soto (1989) and Appadurai (1986) address this at 
great length. 
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quickly and often. There is a growing body of work 

asserting that extralegal economic activity is 

inherently part of this global economic structure, 

and not an anomaly of underdevelopment in need 

of help becoming modern, as many politicians and 

World Bank reports argue. Scholars assert that 

these informal activities will not disappear with 

economic growth and cannot be eradicated 

because such market forms are innovations and 

coping mechanisms developed in response to 

market incentives (Beloque 2007, Nordstrom 2008, 

MacGaffey and Bazenguissa-Ganga 2000, Naim 

2006). 

 Work asserting the centrality of informally-

generated capital in the international economy 

directly challenges older formulations of informality. 

Academics and researchers from the 1960s to the 

1980s focused on ―black markets‖ and ―the 

underground economy‖ which were conceived of as 

separate spheres of economic interactions, clearly 

distinct from legal markets. The 1990s brought a 

deeper understanding of informality, as a plethora 

of new research was published about post-Soviet 

transitions30 and the consequences of neoliberalism 

in Latin America (De Soto 1990) and Africa 

(MacGaffey 1991). Research on the diverse 

experiences of economic transition exploded older, 

rigid concepts of the market and legality. A number 

of studies revealed actors that participated in formal 

and informal economic activity according to market 

                                                
30 Based on a collection of articles in the 1980s and 1990s, 
see Humphrey (2002), Kosals (1999) and Sik and Wallace 
(1999). 

conditions, and large firms that incorporated 

informal capital and legal channels into their 

operations (MacGaffey 1991; Nordstrom 2004; Frye 

2006).  

New theories of informality are developing 

partly in response to a growing body of research 

and data that allows for deeper analysis but also in 

response to new forms of informality and deeper 

global integration. Moises Naim (2003) asserts in 

Illicit: How Copycats, Traffickers and Smugglers are 

Hijacking the Global Economy, based on ten years 

of research, that the phenomenon of informal 

activity changed profoundly in the 1990s with global 

financial deregulation and advances in 

communication technology. Naim acknowledges 

that informal markets and actors have existed for 

centuries if not longer (see Hauser 2008, Curtin 

1986 and Abu-Lughod 1991 for detailed studies on 

historical markets), but argues that informal firms 

and actors have moved away from the cartel model 

of product specialization coupled with rigid social 

and geographical control and embraced global 

business best practices that favor flexible networks 

and professional specializations in logistics, 

transportation, production and sales as opposed to 

products. Hence, major cocaine seizures today are 

found in containers along with counterfeit designer 

bags and DVDs, as well as legitimate cargo, aboard 

legal cargo ships belonging to respectable shipping 

companies.  

Focusing on the development of informality 

in Latin America, Ramos Schiffer (2002) tracks the 

rapid rise of workers reporting ―autonomous 
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employment‖ in São Paulo during deregulation and 

monetary stabilization in the 1990s. Similar to 

statistics used by Perreira and Jiménez (1998) in 

Bolivia, ―autonomous employment‖ generally 

indicates self-employed individuals who do not 

report their earnings, and the size of the 

classification soared in urban areas like São Paulo 

and La Paz in the economically volatile 1980s and 

1990s. However, when the economy recovered, 

different kinds of job opportunities left large 

segments of the population without formal 

employment; Ramos Schiffer estimates that since 

then, extralegal arrangements account for the 

majority of new jobs created. Ramos Schiffer and 

Beloque’s findings suggest that many workers who 

lost their jobs during the 1980s found less-stable 

extralegal work in services attending to those who 

formally benefitted from structural adjustment.  

The instability generated by the process of 

deverticalization provides the perfect conditions for 

a rise in extralegal production. Gerxhani addresses 

the debate on factors of growth in the informal 

economy, citing Lubell in saying that when formal 

opportunities decrease, informal activities sustain 

those technically out of work, but that when the 

formal expands, it brings with it a demand for 

informal goods and services (Gerxhani 2004, 277). 

Pereira and Jiménez observed this effect in Bolivia 

as a result of structural adjustment reforms: the 

reforms caused huge short-term jumps in urban 

unemployment, which caused the unemployed to 

turn to informal work. As the economy cautiously 

recovered in the late 1980s, there was a rise in 

informal small businesses due to larger businesses 

subcontracting instead of hiring new employees 

(Pereira and Jiménez 1998: 22). This observation 

could be cautiously generalized to most Latin 

American countries that underwent structural 

adjustment reforms, considering that De Soto 

(1989) and Beloque (2007) observed similar 

dynamics in Peru and Brazil, respectively, despite 

all three countries’ very distinct experiences with 

economic reforms.  

Curiously, Gerxhani’s (2004) otherwise 

thorough literature review on characteristics of 

informal activities does not discuss the conditions 

for the reduction of informal activity. Beloque 

asserts that informal economic activity has been 

part of industrial capitalism since industry’s 

inception and hence will persist, citing piecework 

and small subcontractors that were involved in 

factory production throughout the Industrial 

Revolution (Beloque 2007: 81-98). She analyzes 

other forms of disposable subcontracting that are 

becoming more common in Brazil, and notes that all 

seven study participants in the informal services 

category had been laid off from larger firms 

(Beloque 2007: 140). Other scholars have 

documented the continuation of unreported 

piecework and other forms of low-wage, feminized 

subcontracting that accompany industry and new 

technology, from maquilas on the Mexican border to 

take-home piece work that supplies the high-tech 

industries of California’s Silicon Valley (Ong 2003: 

229-249).  
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Manufacturing and the factory system 

changed drastically during the financial deregulation 

of the 1980s. Prior to the 1980s, Taylorism and the 

Fordian method reigned in manufacturing, 

segmenting production into distinct, timed actions 

on an assembly line and consolidating supply 

chains so as to exercise direct control over as many 

factors of production as possible. One of the 

outcomes of financial deregulation was a 

reconsideration of supply chain management, which 

caused corporations to downsize firms and sell off 

holdings, specializing in a set of functions and 

contracting out for the rest – deverticalization.31 

This process has led to greatly increased flexibility 

for many firms on one hand, and severe instability 

for those deemed nonessential on the other (Task 

Force 2008), which has led to a rise in extralegal 

economic activity (Beloque 2007). 

 Brazil has an interesting and complicated 

position in these processes. As a large and wealthy 

country – the world’s 10th largest economy and 6th 

in population – its leadership often sits at the table 

with the US, EU, and other industrial powers. 

Successive administrations have come to 

legitimately demand this position (Vizentini 2005), 

yet Brazil is often labeled an ―emerging‖ economy 

and was not exempt from the financial crises of the 

1980s, which stemmed from financialization. The 

country took IMF loans and agreed to structural 

adjustment reforms, but the government argued 

                                                
31 Much contracting consists of transfers/orders to semi-

autonomous foreign affiliates (Sassen 2002; Lacerda 2004). 

against shock therapy and succeeded in both 

gradual reform and keeping many financial 

regulations (Carvalho 2009). These negotiations 

extend to city policy, especially in cosmopolitan and 

investment-conscious São Paulo. The city has done 

a lot to attract FDI, often conducting clean-up32 

campaigns and cutting social programs to allow for 

corporate tax breaks (Ramos Schiffer 2002), hence, 

as FDI and median income have increased, social 

disparities have become more pronounced 

(Caldeira 2000; Ramos Schiffer 2002).    

Most manufacturing is now contracted by a 

corporate office who offers a short-term contract to 

the lowest bidding factory owner. Producer’s costs 

cannot go above the amount written into the 

contract and MNCs still try to exercise the control 

that they had over factories in the vertical chain by 

leveraging unequal bargaining power in contracts 

(Task Force 2008). However, through 

deverticalization, the MNC renounced most of its 

control over the factory space and its internal 

practices, providing actors within the factory the 

flexibility to respond to market dis/incentives in their 

own ways33.   

 When factories and other small businesses 

operate contract to contract, managers do whatever 

possible to maintain their competitiveness and 

increase their profit margins. One strategy may be 

                                                
32 ―Clean-up‖ is not by any means restricted to trash collection, 

but includes social clean-ups, like bulldozing favelas, killing 

street children, and arresting unlicensed vendors (Caldeira 

2000).  

33 For better or worse, this situation is also widely accepted as 

the root cause of most labor violations. 
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to produce unauthorized units on the side and sell 

them informally; Wang and Zhu documented the 

rise of this practice as a direct result of American 

firms lowering the amount paid to factories per unit 

in video equipment contracts (2003: 109). Factories 

sold extra, unauthorized equipment on the side and 

began exporting copies to neighboring countries. 

Scholars have described similar processes 

in other countries. Muñoz (2009) reveals that the 

best products sold at Bolivian markets are not 

imitations, but unauthorized copies bought directly 

from a licensed factory. An agent will offer factory’s 

manager cash upfront for a small unreported 

shipment of sunglasses, chocolate, or watches, and 

then send them to a distributor in La Paz. This 

manager may produce extra product afterhours; 

requisition a batch below quality standards or –as 

Nordstrom documented in Angola– cause a box to 

―fall off the truck.‖ (Nordstrom 2004: 214). It is a 

small step to conjecture that 25 de Março’s higher-

quality counterfeit imports come from similar 

situations. 

Nordstrom’s recent work extends the 

intertwining of in/formal activities to shipping routes 

and global trade networks. Through traveling along 

shipping routes, Nordstrom demonstrates how the 

expectation of immediacy slights the checks in 

place to ensure compliance with regulations 

(Nordstrom 2008), providing incentives for firms and 

actors to smuggle, under declare, or otherwise 

engage in extralegal practices. When shipping 

containers are opened, most do not contain what 

their paperwork states. This is true at the UK, where 

the head of customs says smuggled cigarettes 

cheat the state of more money than drugs, and 

Brazil, where millions of dollars worth of counterfeit 

designer products are found in the place of 

construction materials (Globo 2009). In this world 

economy, everything and everyone utilizes 

extralegal channels. 

Despite the ubiquity of informal practices, 

there is a global campaign –headed mostly by the 

US government34 and a number of MNCs35– to 

combat IPR violations of technology, 

pharmaceuticals, entertainment, clothing and 

accessories. The campaign champions a specific 

reading of IPR that preserves these entities’ regime 

of social and economic value by constructing 

conceptions of extralegal economic activity as 

separate and perverse markets. The high-profile 

target is China (though the government has actually 

aggressively prosecuted –by WTO order and its 

own volition– a number of violators, especially in 

the entertainment industry36), but India, Brazil, 

Russia and others are challenged as well, as 

detailed in the US Trade Representative’s Watch 

List (Office of the United States Trade 

Representative 2010). One of the key pieces in this 

campaign –especially in Brazil– is the production of 

knowledge about IPR violators and the effect of IPR 

                                                
34 The US Trade Representative’s office is extremely active in 

this realm, and The State Department has a list of priorities for 

diplomatic missions; one of these is protecting IPR, and it is 

one of the goals listed on the embassy’s website for Brazil.  

35 MNCs either form trade groups, such as the MPAA, or sue 

specific establishments in national courts, such as the Nike 

case against Shopping 25 administration. 

36 See Wang and Zhu 2003. 
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violations on the social fabric (Ministério da Justiça 

2009). 

 NGOs and IOs such as the World Bank and 

the IMF frequently partner with or encourage 

governments to regularize extralegal economic 

activity. Bringing informal arrangements into formal 

structures is widely viewed as positive by 

development experts, though empirical studies 

show that this is debatable. The key assumptions 

behind these ideas are that modern states are the 

ideal protectors of property and that regularizing 

economic activity unleashes growth potential and 

increases public revenue. This holds in 

microeconomic text books, but on the ground the 

causality is not clear. First, states are not impartial 

protectors; many informal institutions are just as 

trustworthy (Rodrik 2006), many officials will simply 

embezzle extra revenue (Nordstrom 2004) and 

many states work primarily for the benefit of a 

particular group, and may sabotage others 

(Roitman 2005). Secondly, regularization may or 

may not open opportunities for growth. For 

example, De Soto suggested a number of 

measures to formalize arrangements in order to 

make formal capital more accessible, including 

deeding unregistered housing (De Soto 2000). This 

suggestion has been picked up by many 

governments and development agencies - Brazil 

has a number of such programs - with abysmal to 

mediocre results. Kuyucu has found that new deeds 

are generally sold to developers and communities 

are broken up as residents move to poorer areas. 

People engage in and continue informal 

arrangements for a wide variety of reasons, and 

bringing such activities inside a state-regulated 

juridical structure does not address all of these 

choices and may run counter to some. 

 

Methodology 

 The information discussed and analyzed in 

this article was gathered through three months of 

fieldwork in São Paulo. While in São Paulo, I visited 

25 de Março on a weekly basis, taking notes and 

photographs and talking with vendors about the 

source of their merchandise as well as their 

opinions and experiences with the city’s regulation 

campaigns. During this time, I also gathered news 

articles from Globo about informal commerce on 25 

de Março and government publications about 

regulation campaigns. This information was 

supplemented by interviews with Brazilian 

academics familiar with the urban informal 

economy. 

 In this article, I attempt to organize my data 

so as to provide an accurate picture of the market’s 

organization and actors. After describing the 

market, the buyers and sellers that populate it, the 

merchandise available and how it gets to market, I 

analyze the official production of knowledge about 

25 de Março through an examination of two anti-

piracy publications that were circulated in São 

Paulo. I then question how such publications work 

to justify eradication policies and police actions 

targeting vendors.  

The fieldwork was conducted at the end of 

a year (July 2008 to June 2009) spent at the 
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Economics Department of Pontificia Universidade 

Católica of São Paulo. My work benefited greatly 

from the advice and oversight of three academics 

associated with the department: Leslie Beloque, 

Carlos Eduardo Carvalho, and Osmar Sanchez. 

The fieldwork was funded by a scholarship from the 

Mary Gates Endowment at the University of 

Washington, Seattle, while the year abroad was 

paid for by a Boren scholarship from the National 

Security Education Program. During July and 

August 2009, I analyzed field data and publications 

with the help of the Summer Institute on the Arts 

and Humanities at the University of Washington. 

This article developed out of a paper produced and 

presented at the institute.  

 

Data 

The Market 

25 de Março street runs over an old river 

bed in the center of São Paulo, down a steep hill 

from the cathedral in front of the São Bento metro 

stop. It is the center of Brazil’s mass consumption, 

recording an average 400,000 shoppers a day. 

Daily trade generates millions of dollars, but most of 

the goods, cash, and other resources that pass 

through the market are unrecorded in official 

statistics. 

The actual street is five blocks long and 

lined with stores, small malls, and street vendors. 

Side streets carry the shopping out for another two 

to three blocks on either side. The larger, nicer 

stores on the main street give way to smaller 

stores, delis, and services on the side streets, 

which are periodically clogged by street vendors 

(known as ambulantes or camelôs) running from 

police.  

The street itself is lined with wholesale 

stores (atacados) and crowded, informal malls 

(known as vitrines, galerias or shoppings). The 

atacados sell mostly costume jewelry, cloth, and 

accessories. Presumably, these stores are 

registered, licensed, pay taxes and social security, 

and are owned by Brazilians. Store owners, from 

elsewhere in Brazil and South America make semi-

annual trips to buy their stock at the atacados and 

vitrines (Globo 2009). The malls consist of small 

numbered stalls packed in next to each other in 

maze-like rows. The vitrines sell almost exclusively 

counterfeit luxury consumer goods. The most 

popular vitrine –Shopping 25– is housed in an old 

building with four floors of stalls and features stalls 

that primarily specialize in sunglasses, beauty 

products, bags, watches, clothing, undergarments, 

CDs/DVDs and software, electronics, toys and 

accessories. There are 5-25 different stores of each 

category and all sell imitations of varying quality; 

the stalls vary in quality as well, with the cheapest 

being a display wall between plywood dividers on 

the fourth floor and the nicest a small shop with 

mirrors and glass display shelves on the first floor.  

Outside of the malls, hundreds of street 

vendors sell from boxes, carts, tarps, and display 

boards. There is much more diversity in the 

products offered on the street than in the malls and 

each vendor has a specialty. A non-exhaustive list 

of the most common products available includes 
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peanuts, wooden utensils, sunglasses, hats, cell 

phone accessories, CDs, scarves, gum, and 

perfume. Though vendors run the gamut of age, 

race, nationality, and gender, 40-50% is 20-35 year-

old black Brazilian men, though young Bolivians are 

increasingly dominating the scarf and hat trades. 

These observations are drawn from field notes, as 

there is no published source that documents the 

demographic information of street vendors. 

Different nationalities have different 

specialties, and the Chinese, Japanese, and 

Korean vendors constitute trade Diasporas whose 

characteristics MacGaffey and Bazenguissa-Ganga 

(2000) and Venkatesh (2006) discuss. The 

authoritative work on trade Diasporas is Philip 

Curtin’s Cross-Cultural Trade in World History 

(1984), a painstakingly thorough study tracing 

trading communities with international linkages from 

2000 B.C. through to the beginning of the Industrial 

Revolution. Curtin makes a clear distinction 

between economic networks held together in part 

by language and ethnicity and ethnic enclaves 

supported by trade and built over generations. 

While such distinctions can still be made, 

technological advances in transportation and 

communication have blurred lines and made clear 

definitions impossible, as MacGaffey and 

Bazenguissa’s work with the Congolese community 

in Paris clearly demonstrates. However, modern 

Diasporas are still formed and maintained through 

trading; members often participate in informal credit 

unions and rely on the community for other informal 

financial services (MacGaffey and Bazenguissa-

Ganga 2000, 12-16; Venkatesh 2006, 97-98).  

Interestingly, none of the trade diasporas 

present on 25 de Março participate regularly in 

street vending, though Koreans and Chinese are an 

important part of a street vendor’s supply chain. 

Given the data available on the community support 

–provided by trade Diasporas around the world– I 

suspect that ethnic networks provide members with 

the start-up capital to get a more permanent indoor 

stall.37 Bolivians and lusophone Africans form loose 

networks which provide some support but are not 

as well-established or have as many services 

available to members as the Diasporas. 

 IBGE and Globo estimate that hundreds of 

thousands of people are involved in the trade 

networks that supply the 25 de Março area with 

products and consumers. A recent article reported 

revenues from the feirinha da madrugada —a 

wholesale market where the small-scale vendors of 

25 de Março buy most of their goods— at around 

$1 billion reais annually, stating that São Paulo has 

overtaken Paraguay’s Ciudad del Este as the 

number one supply center for Brazilians’ counterfeit 

products (Globo 2009). In fact, the 25 de Março 

businesses have turned their former retail 

competitor into a link in their global supply chains. 

The scope of this study does not include a 

full description of the supply chains for 25 de Março 

vendors, though newspaper articles and academics 

                                                
37 This is often a more desired option than street vending, due 

to its relative safety, comfort, and client potential (De Soto 

1989; Beloque 2007; Venkatesh 2006).  
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working in the area offer some reliable conjectures. 

25 de Março’s supply chains are global and similar 

in structure to formal firms’ supply chains. Top 

quality counterfeits may actually be made in the 

same factory as the authorized products they copy 

(though afterhours) and transported along the same 

shipping lines (though with falsified or inaccurate 

documents), as Naim demonstrates in a 2008 

National Geographic documentary. Sources show 

that there is some supply chain overlap across 

product categories, but there is no information on 

how extensive the crossover is.  

Naim’s study details several supply chains 

which are likely similar to those associated with 25 

de Março: a factory in rural China resembling any 

other factory in the area produces unauthorized 

copies and sells them to wholesalers in port cities 

on the coast. The factory could produce authorized 

products some of the time and unauthorized copies 

afterhours, or could have hired an industrial 

designer to take apart an authentic product and 

give the factory a pattern with which to produce 

copies. The wholesalers in turn sometimes export 

to contacts in other countries, to exporters in China 

and to organized crime networks who either have 

contacts requesting counterfeits or who hope to 

hide traditional black market products (drugs, guns, 

diamonds, money etc) in goods that appear more 

benign. Counterfeits are generally exported in some 

of the ubiquitous metal containers on legitimate 

ships, where they are mixed in with containers 

carrying registered and completely legal goods as 

well as legal goods reported on paper to be a 

related product that carries lower tariffs, or to be of 

a smaller quantity so as to dodge taxes, which 

Nordstrom documented to be a common business 

practice the world over (Nordstrom 2008). When 

counterfeit goods reach port, the container is sent 

to the importer, who may be an independent import 

specialist or part of a larger organization. The 

importer in turn sells the products to a wholesaler, 

who then distributes to smaller vendors, who pass 

the goods onto everyday consumers.  

With regards to what is known about the 

supply chains associated with 25 de Março, Law 

Kim Chong, a Chinese-Brazilian businessman 

frequently cast as the contraband kingpin, owns 

considerable real estate in the 25 de Março area 

and has an import business which has been linked 

to the feirinha da madrugada. However, many 

smaller businesses are involved in his operations 

(Globo 2007), and vendors stated that they 

sometimes import their own wares. It is probable 

that the Chinese trade diaspora in São Paulo 

operates similarly to that described by MacGaffey 

and Bazenguissa-Ganga (2000: 84-87): Chinese 

import through diaspora networks, but stock stores 

that cater to other immigrant groups as well (a 

pattern also documented by Bonus 2000: 81), often 

partnering with traders of other ethnicities to 

distribute the products at other sites. 

One report stated that police had 

confiscated 500,000 products that did not have 

proof of purchase at the feirinha de madrugada in 

25 de Março, including bags, clothes, DVDs, CDs, 

and electronics. The feirinha de madrugada is a 
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wholesale market held between 3am and 7am, 

which small vendors use to restock. Police sources 

revealed that most of the clothing and bags were 

made in a small town in neighboring Paraná state 

and embellished with designer logos, while the 

electronics were from China, which police believe 

are smuggled through Paraguay (Globo 2009). 

Naim documented a huge market in southern China 

specializing in counterfeit designer logos that were 

shipped around the world to be attached to bags, 

furniture, jewelry and any number of other products 

in factories in other countries (National Geographic, 

2008). Embellishing in factories separate from 

those where apparel is made is a common practice 

in the formal global apparel industry (Task Force 

2008). 

The Media 

 Given the international character of São 

Paulo’s informal economy, there are many 

individuals and institutions serving different 

interests that are working to produce knowledge 

about different kinds of informal activity. 

Governments, trade groups, and mass media are 

the most prolific and have the most power in 

producing and distributing knowledge. The US and 

Brazilian federal governments, especially through 

the US Trade Representative and the Conselho 

Nacional de Combate à Pirataria (CNCP), produce 

extensive education material, as well as legislation 

and other policy. Some state and city governments 

have less prolific local committees and many police 

task forces, though such groups carry out policy 

more than they publish38. Trade groups often pay 

for research, and then distribute the findings and 

use them to support lobbyists39. This study will 

examine two educational publications that were 

produced by trade groups partnering with CNCP 

and circulated in São Paulo, and connect the 

messages from that media to policing efforts by 

local and federal government entities.  

The first is a study sponsored by the 

American Chamber of Commerce, the U.S.-Brazil 

Business Council and Time Warner. The goal of the 

study was to register attitudes towards counterfeits 

in São Paulo and measure the products and value 

associated with counterfeits in the city. The study 

uses survey results from an IBOPE poll of a small 

random sample (602 interviews) of São Paulo 

households.  

The study found that 9% of participants 

frequently buy counterfeit goods, while 24% buy 

sometimes and 66% rarely or never. CDs were by 

far the most popular counterfeit, while clothes, toys, 

DVDs and games were also common. While a solid 

majority of those interviewed rarely or never bought 

counterfeits, a majority also agreed with statements 

such as ―Brands have high profits and are not 

seriously hurt by piracy‖ (54%) and ―Piracy creates 

jobs in poor countries, while brands create jobs only 

                                                
38 Some material at the federal level indicates tension and 

non-totalizing dynamics between federal and local 

governments. Despite federal attempts to nationalize anti-

piracy campaigns, only three states have formed state organs 

to deal with the issue, of which São Paulo is one. 

39 Direct lobbying is against federal law in Brazil, but there are 

many, many ways that commercial interests get around this. 
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in rich ones‖ (65%), indicating acceptance of 

counterfeits in the economy, even when the 

respondent does not personally consume them 

(when specifically asked about buying CDs, 52% 

stated that they do not and would not buy 

counterfeit CDs).  

Unsurprisingly, the study found that 

consumption breaks down along class lines, with 

the wealthy purchasing few counterfeits, while 20% 

of the middle and lower-middle class and 15% of 

the working poor bought counterfeits within the past 

year. The last section of the study goes on to 

estimate how much money was spent on 

counterfeits and then calculate lost profits and taxes 

from that, a problematic calculation that I will 

address in the next section. The IBOPE study 

concludes that consumption of counterfeits is 

prevalent in São Paulo, and that most Paulistanos 

accept counterfeits as part of the retail market and 

a cheap alternative to authentic goods (though the 

lower rates of counterfeit consumption amongst the 

wealthy indicate a preference for authentic goods 

when financially possible, as discussed in the 

following section). 

The second publication is an anti-piracy 

booklet by the Associação de Distribuidores e 

Importadores de Perfumes, Cosméticas e Similares 

(ADIPEC), published in conjunction with two 

government anti-piracy committees, and addresses 

and challenges attitudes towards counterfeits 

identified in the IBOPE report, emphasizing 

morality, public health risks, tax evasion, and even 

―the threat to sustainable development‖40 inherent in 

buying unauthorized products. The booklet begins 

with statements on a rapidly changing world, but 

departs from the economic globalization discourse 

by citing a breakdown of moral values that permits 

the expansion of both the supply and demand for 

counterfeits. The main message of the introduction 

is that counterfeits are dangerous to society in 

innumerous economic and social ways.  

The following sections of the booklet set out 

a series of definitions emphasizing the illegality and 

criminality of counterfeit products by making a case 

for why ―pirate‖ and ―contraband‖ are more 

appropriate terms than ―counterfeit,‖ ―copy,‖ or 

―falsification.‖ In explaining terminology with strong 

criminal connotations, ADIPEC explicitly ties 

counterfeits and the people that produce, move and 

sell them to traditionally-conceived criminal 

organizations. The booklet briefly conjures the 

image of seaborne pirates carrying stolen goods 

and other contraband, likens counterfeiters to 

modern pirates and then ties the production and 

sale of counterfeits to illicit goods such as drugs 

and arms. 

The next two sections of the pamphlet 

detail the health risks of counterfeit perfume and 

cosmetics, and how to tell an authentic product 

from a fake one. The health risks of counterfeit 

                                                
40 My translation of ―…acarretam no cumprimento de 

desenvolvimento sustentável…‖ The full sentence is: ―O 

resultado destes fatores quando somados, acarretam no 

comprometimento do desenvolvimento sustentável, assim 

entendido como sendo – o desenvolvimento que atende as 

necessidades do presente, sem comprometer a possibilidade 

de satisfação de necessidades das gerações futuras‖ 

(ADIPEC 2007: 2). 
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cosmetics are real, considering that quality control 

for the chemicals that make up the products is 

practically non-existent, as Naim (2006) details. 

Furthermore, counterfeit cosmetic producers do not 

have the same need for a strong reputation 

amongst vendors as counterfeit pharmaceutical 

producers, eliminating part of the vendor quality 

control that Nordstrom found in Angola. The anti-

piracy labeling on official products, however, has 

been easily reproduced by counterfeiters for years, 

as a 2004 Globo report detailed. 

The final section outlines anti-piracy 

activities, which are essentially a reiteration of law 

enforcement measures, and calls for the consumer 

to report unauthorized copies and vendors to the 

police, before closing with a statement on 

ADIPEC’s support and cooperation with the Federal 

Police, Highway Patrol, municipal police and anti-

piracy committees. This kind of rhetoric serves to 

justify hard-line police tactics directed at both 

informal vendors and consumers. When this line of 

reasoning is distributed widely, it attempts to 

condition a populace to accept these categories 

and the actions they entail. 

Interestingly, this trade group publication 

touches only briefly on the economic impact and 

dynamics of counterfeits. When economics are 

addressed, ADIPEC talks only about tax evasion 

and price cutting, and omits any discussion of lost 

profits to ADIPEC members. Furthermore, while the 

booklet cites tax evasion as another reason not to 

buy counterfeits, the authors dedicated a 

subsection to distinguishing between descaminho 

(or tax evasion through underreporting legal 

imports) and contrabando, dealing in illegal imports. 

The booklet casts descaminho as minor white collar 

crime and importing counterfeits as dangerous 

international smuggling. This differentiation seems 

a little suspect, given the widespread tax dodging 

by legitimate import businesses that Nordstrom 

documented. 

ADIPEC is much more interested in tying 

counterfeits to Brazilian (and international) criminal 

networks than publicly analyzing the effects of 

counterfeits on the cosmetics industry or even 

informing the consumer about safety. Three 

sections primarily discuss the criminal side of 

counterfeits while one section addresses consumer 

safety and only the odd sentence mentions the 

economic impact of counterfeits on the industry or 

the government. By tying counterfeits to criminal 

networks, ADIPEC is attempting to cast counterfeits 

as dirty and morally wrong, a criminal thing that 

should be feared and avoided by individuals and 

taken care of by law enforcement. There is real 

power and profit in succeeding at this campaign; as 

Caldeira’s work shows, once a person or area is 

perceived as criminal, wealthy and middle class 

Brazilians go to great lengths to avoid contact and 

are not overly concerned with the tactics that law 

enforcement employs (Caldeira 2000).  

 

Law Enforcement 

Governments of all types and sizes try to 

regulate extralegal economic activities. Chinese 

agents conducted factory raids until most CD/DVD 
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copying had moved to Malaysia, Parisian police 

frequently raid streets where Congolese women sell 

undeclared imports without a license, and São 

Paulo police do the same while targeting different 

nationalities. Hence, São Paulo city government 

policies are not particularly new, but they are 

devised and enforced in ways that are specific to 

São Paulo (and in some cases specific to a single 

street or neighborhood).  These policies do not 

necessarily work; in fact, despite record 

confiscations, the consumption of counterfeit goods 

is increasing (Conselho Nacional de Combate à 

Pirataria 2009).  

To provide a brief overview, the 

confiscation of street vendors’ wares –which I refer 

to as ―eradication‖– is common all over Brazil, but 

most visible in São Paulo and Rio. Police are 

supposed to confiscate wares if the vendor cannot 

provide a receipt proving legitimate purchase. The 

vendor then has the opportunity to verbally defend, 

but if this is found insufficient, their wares are 

destroyed, they may be fined and/or arrested and 

criminal charges may be brought against the 

vendor. However, proper procedure is not always 

followed.  

City governments also try to work with 

street vendors to bring them inside the regulatory 

structure. Camelôdromes are markets housed 

inside a government-constructed building and are 

designed to transfer street vendors off the street 

and into a sanctioned space. Such projects do 

indeed benefit many vendors by giving them a 

permanent place of business and removing the 

dangers of selling on the street41. On one hand, 

indoor markets are a concession of state funds and 

space, though in return vendors must pay rent and 

taxes42. On the other hand, state agents determine 

who can sell and what can be sold within the 

camelôdromes; counterfeit goods are categorically 

rejected and those who continue to sell on the 

street face increased police harassment. Another 

policy is to license street vendors. Vendors must 

pay taxes and prove the legitimacy of their wares; 

hence, the threat of confiscation and criminal 

proceedings is replaced by the threat of having 

one’s license revoked. 

One example of the futility of eradication 

campaigns and the fragility of licensing policies is 

the 100 Days Campaign, which spanned a hundred 

days, from April to July 2009, in which no street 

vendors – including the licensed ones - were 

allowed to sell on 25 de Março, and the feirinha de 

madrugada was not allowed to operate (Globo 

2009). The intervention was justified by an upswing 

in robberies in the area and was a blatant show of 

force: police cleared vendors from the area, parked 

mobile units on every block, and stationed close to 

a hundred officers along the street (Globo 2009). 

The mandate, however, was only for 25 de Março 

                                                
41 De Soto (1989) notes that this is a huge step for many 

vendors in Lima, and a place inside a public market 

constitutes a career goal for many. 

42 It should not be assumed that street vendors do not have 

overhead. The traders that MacGaffey and Bazenguissa-

Ganga reported that street vendors had no overhead (87), but 

De Soto reports that vendors, neighbors, and police had 

developed a system of informal use fees and agreements that 

left vendors responsible for considerable overhead (67-75). 
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street, so all street commerce simply moved to the 

side streets.   

 

Discussion 

MacGaffey and Bazenguissa-Ganga 

discuss issues of il/legality extensively in their study 

of Congolese traders in Paris, and their findings 

offer up two explanations that could apply to the 

incomplete information on the structure of the 25 de 

Março networks. First, traders are taking great risks 

in revealing business practices and many chose not 

to, no matter the precautions (though many of their 

informants spoke out in order to counter the state’s 

and media’s designations of traders as 

undocumented, informal, underground, etc; 

MacGaffey and Bazenguissa-Ganga 2000: 25-27). 

The other possibility is that supply chains and trade 

networks are constantly changing and in flux in 

order to meet the demands of the contemporary 

market, and no one may know at a given time what 

constitutes the supply chain of a particular product 

in a particular place. This is the flexibility offered by 

post-Fordian manufacturing.  

Sanchez suggests that supply chains 

change with the product, but can overlap. He 

agreed with the claim that many counterfeits come 

from China, added that Paraguay is an 

understudied midway point, but said that a number 

of goods are produced in Brazil as well. Sanchez 

distinguished between imports and national 

products in the following way: the Chinese products 

(electronics, brand name accessories) and other 

foreign imports involve a very complex transnational 

network that most likely mirrors Sony and Gucci’s 

corporate supply chains. The difference is that the 

businessmen supplying 25 de Março cater to a 

mass market that demands low prices, hence such 

importers and wholesalers increase their profit 

margins by not declaring goods or reporting income 

and employees. Contesting government allegations 

that Brazilian organized crime launders money 

through informal businesses, Sanchez conjectured 

that Brazilian drug cartels would not launder 

through the more complex import system because it 

is complicated to enter the chain and not a quick-

and-easy turnaround (contrary to the widely-held 

idea that informal networks are easy to enter, also 

disputed by Venkatesh (2006)). He posited that it is 

more likely that Brazilian organized criminal 

networks launder profits through local production, 

because those businesses can be quickly set up by 

associates. Sousa and Ferreira (2004) found a 

number of neighborhood businesses set up for such 

purposes in Rio de Janeiro  and Venkatesh (2006) 

found a number of neighborhood businesses in 

Chicago that took drug money as legitimate 

tender43. 

Government entities produce anti-pirating 

media and policy based on beliefs that counterfeits 

and the informal economy deprive the government 

of taxes, generate unemployment, damage legal 

                                                
43 The distinction between licit and illicit informal activity is one 

that Beloque, MacGaffey and Banzenguissa-Ganga, 

Venkatesh, and Nordstrom all make and problematize. 

Venkatesh has a particularly good discussion on this 

(Venkatesh 2006: 28-92). 
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businesses’ profits, threaten consumer safety, and 

are organized by international mafias (Conselho 

Nacional de Combate à Pirataria 2009)44. The 

material produced by the federal government 

through CNCP is extensive and totalizing, and 

focused on three principles: ―education, repression, 

and economics‖45; manifested in information 

campaigns aimed at consumers, as well as policing 

measures, and analyzing supply, demand, and 

pricing (Conselho Nacional de Combate à Pirataria 

2009: 6). While the government’s interest in 

minimizing tax evasion is obvious and well-studied, 

many of CNCP’s claims go beyond what could be 

reasonably construed to be addressing tax evasion. 

Along with CNCP, US government departments, 

IOs, and trade groups’ reports frequently state that 

IPR violations damage profits (some extend this to 

say that it seriously threatens FDI) and generate 

unemployment, but partner primarily with the 

business community to put out studies and 

publications and rarely with independent 

researchers or informal workers. 

Public health concerns are cited by some 

trade groups for certain products (perfume, 

medicine, car parts, and sunglasses), as ADIPEC’s 

                                                
44 This is shortened and somewhat watered down version of 

the ―7 Pecados Capitais de Pirataria‖ (The Seven Deadly Sins 

of Piracy) found on the Pirataria Tô Fora! campaign’s website. 

The full version is as follows (each is accompanied by a 

cartoon, generally showing a sinister vendor and a consumer 

being cheated): 1. Gerar desemprego. 2. Sonegar impostos. 

3. Prejudicar o economia nacional. 4. Enganar o consumidor e 

afetar sua saúde. 5. Roubar ideias e invenções. 6. Practicar 

concorrência desleal. 7. Alimentar o crime organizado.  

45 This is my literal translation from ―a repressiva, a educativa 

e a econômica‖. 

publication demonstrated, and also by Procon46. 

Nordstrom (2004; 2008) challenges widely held 

beliefs about counterfeit pharmaceuticals, by 

arguing that unlicensed factories must make safe 

and effective products if they are to stay in 

business, and hence are not categorically public 

health concerns, while on the other hand registered 

MNCs often dump medications banned in 

industrialized nations on poorer markets, and hence 

are not categorically safe. Her findings could apply 

to production in other sectors, rendering the public 

health concerns somewhat trumped up. 

Furthermore, considering the extreme price 

differentiations between un/authorized products, 

explicitly targeting low income young people by 

promoting ―buy original‖ campaigns in venues like 

São Paulo’s public schools is a bit perverse, and 

epitomizes Appadurai’s observation of fashion as 

the contemporary form of sumptuary laws in terms 

of creating exclusivity. 

Similarly, the IBOPE report concludes that 

consumption of counterfeits is widespread and 

varies by demographics and products. It 

generalizes these findings to the national population 

to estimate the ―impact of piracy on industry‖ and 

taxes (IBOPE 2005). These findings do not hold 

according to basic economic theory. Those buying 

counterfeits would not necessarily buy authentic 

versions if counterfeits were not available (no 

similar question was asked). Most consumers of 

                                                
46 The Brazilian equivalent of the Consumer Product Safety 

Commission, who, by the way, has raised enough concerns 

about fully licensed and reported products to make the safety 

concerns self-righteously raised by MNCs a little suspect.  
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counterfeit products in this survey are in classes C, 

D, & E (60%) and simply do not have enough 

income to buy even one authentic product47. For 

example, a pair of recently released Nike shoes can 

easily cost R$500, the equivalent of one monthly 

minimum wage, or one half to one fourth an 

individual in class C’s monthly income and more 

than a person in class E’s monthly income.. Even 

consumers in the A & B brackets may choose not to 

buy authentic products or buy rarely. Because of 

the extreme price differential, counterfeit goods may 

be catering to a different market than authentic 

ones, and threatening designer profits only as much 

as the Class A market overlaps48. Hence, such 

statistics are not realistic measures of the impact on 

MNC profits, yet in the name of economic growth 

they serve to bolster campaigns that justify the 

policing and criminalization of sectors of the 

population. Considering that these actions cannot 

be attributed to pure economic interest, I suggest 

that this information attempts to police the social 

                                                
47 Brazilian income is figured in monthly wages and social 

class is commonly determined in terms of minimum wages 

earned per month (aka, R$500 = one minimum wage; middle 

class = 4-12 minimum wages). These designations are known 

as Classes A, B, C, D, & E and are generally divided as such 

(and occasionally subdivided): A = more than 12 minimum 

wages a month, B = 4-12, C = 2-4, D = 1-2, E = less than 1.  

48 Note that this is the case for designer products, harking 

back to Appadurai’s observations on fashion, and may not 

apply for other industries. This is probably not true for the 

audio-visual industry, which has seen extreme declines in 

profits directly attributable to advances in technology. 

However in Brazil’s case, it may be only the A, B, and C 

classes that have affected this industry, since authorized CDs 

and other media (at R$30-80 a unit) may still be out of the 

price range of D and E incomes. 

exclusivity demarcated by the consumption of brand 

name products. 

The organized crime charge is complicated 

and appears to be exaggerated. Organized crime is 

mentioned in all of the CNCP’s publications and 

most of its articles; even going as far as to say that 

―The crime of piracy is an activity financed by 

organized international mafias‖49. Another article 

begins to disambiguate: CNCP considers the 

networks that supply counterfeit products to be 

international organized crime, since they are 

technically trafficking contraband across borders 

(Camargo 2006). These networks may overlap with 

the groups more commonly conceived of as 

organized crime, such as drug cartels, and, 

according to the government, these allegations 

justify harsh anti-counterfeit measures across the 

board (Camargo 2006; Sousa and Ferreira 2004). 

Characterizing IPR violators as members of 

organized crime jives with new criminal prosecution 

approaches recommended in 2009 by the US Trade 

Representative (Office of the United States Trade 

Representative 2009: 3) and justifies increased 

policing efforts across Brazil. 

The majority of the individuals involved in 

what the São Paulo city government deems the 

informal sector are those in classes C, D, & E and 

                                                
49 My translation from ―O crime de pirataria é uma atividade 

financiada por grandes grupos de máfias internacionais 

organizadas, que trazem para o Brasil os mais diversos tipos 

de mercadorias‖ (Conselho Nacional de Combate à Pirataria 

2009). 
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foreigners50. Be aware that this is a particular 

construction of what is considered informal and thus 

subjected to regulation attempts; Nordstrom 

demonstrated that all firms in some way cross 

regulation bounds, and Brazilian firms are no 

exception. Businesses run by and serving A & B 

classes are audited and prosecuted for violations, 

but on a case-by-case basis; whereas ―popular 

commerce‖ is categorically targeted through blitzes, 

raids, and vitrine closures (see the difference 

between luxury good importers in Globo 2009o and 

vitrine importers in Globo 2009f). The vendors 

caught in these sweeps live almost exclusively in 

the periphery, and hence are part of a population to 

which the state is constantly trying to prove 

legitimacy, usually by asserting that it has a 

monopoly on legitimate violence (Caldeira 2000, 

Sousa and Ferreira 2004).  

Foreigners have a much less defined and 

studied relationship with the Brazilian state, but 

most involved in 25 de Março seem to embody a 

liminality similar to that discussed by Salazar-

Parrenas in Servants of Globalization: they are not 

protected by their own state but have few rights 

protected by the Brazilian state, who seems to use 

them as scapegoats, strawmen, and potential 

sources of revenue at different turns (Salazar-

Parreñas 2001). Hence, prosecuting these types of 

IPR violations is a relatively easy way for local 

governments and business groups to (literally) 

police the status quo while projecting a positive and 

                                                
50 IBGE divides Brazilian society into classes A, B, C, D, & E. 

See footnote 19 for an explanation of what these mean 

numerically. 

responsible image to investors and foreign 

governments that can be used for future leverage. 

The knowledge produced by government entities, 

trade groups, and mass media pave the way for law 

enforcement by constructing a concept of extralegal 

economic activity that is separate and dangerous; 

an anomaly or vestige of underdevelopment that 

must be controlled in order to preserve the social 

fabric and develop the national economy.  

I conclude that the production of knowledge 

by the Brazilian government serves bureaucratic 

interests in combating tax evasion and selectively 

supporting U.S. initiatives. In doing so, it 

necessarily adopts the neoclassic view of economic 

growth that these partners espouse, partnering with 

MNCs to preserve their interests and keep Brazil 

attractive – by neoclassic standards - for FDI51. 

These interests are cast in such a way as to justify 

continued policing of public space and the 

criminalization of those who violate the terms of 

economic and social inclusion as set out by the 

Brazilian elite52. 

 

Conclusion 

My research joins a growing body of work 

demonstrating that informal economic activity is not 

an anomaly or vestige of underdevelopment, but 

part of contemporary markets. On a 

                                                
51 Rodrik contests the necessity of such measures in making a 

place attractive for FDI, citing the experience of China, who is 

only just starting to combat IPR violations but has enjoyed 

astronomical FDI for the past 20 years (Rodrik 2006: 20-21). 

52 See Caldeira 2000 for a discussion on public space, 

policing, and social inclusion in São Paulo. 
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macroeconomic scale, informal activity occurs in 

response to market forces that make working 

outside of the rules profitable, while for many 

individuals, informal work is a coping mechanism in 

the face of massive economic restructuring. 25 de 

Março illustrates these phenomena in that, as a 

street market, it is much less a throwback to 

peasant markets of São Paulo’s agricultural past 

and much more a symbol of the high-volume 

demand for global consumer products that São 

Paulo’s status as a megalopolis brings.  

In addressing these trends, I join a growing 

number of scholars that over the past twenty years 

have moved away from concepts of the informal as 

a separate sphere of activity—a black market, a 

parallel economy—and acknowledged the informal 

as inseparable from the global economy. Naim’s 

work on counterfeit production and capital, 

Nordstrom’s work on war economics and smuggling 

and Frye’s work on transition economies all show 

how every firm uses both formal and informal 

methods. Due to this inseparability, the study of the 

informal must move away from criminology and 

towards detailed, social science analysis.  

However, old assumptions about the 

negative effects of informal activity, stemming from 

criminological studies of black markets and cartels, 

are still used to formulate policy today. While some 

notions about the effects of the informal still hold 

true—tax evasion is a serious and very real issue, 

and labor laws are frequently ignored amongst 

informal workers and counterfeiters—others are 

questionable. While international organized crime 

utilizes informal channels, many of those involved in 

informal activity are guilty only of copyright violation 

and tax evasion. Yet, through campaigns such as 

ADIPEC’s and some of the U.S. Trade 

Representative’s attempted reforms, wholesalers 

and vendors of counterfeits are cast in the same 

light as cocaine traffickers. The U.S. promotes 

stringent punishments for IPR violators explicitly as 

a determent mechanism to protect U.S.-based 

corporations’ profits (USTR 2010). Others, such as 

ADIPEC, use moralistic arguments and fear to draw 

lines between the responsible consumer and the 

criminal ―pirate‖ and then encourage tough law 

enforcement as a means of literally policing the 

status quo of consumption. 

Existing studies suggest the need for 

further research into the influences and 

mechanisms of informal economic activity. In 

particular, it is known that informal activity 

generates billions of dollars —25 de Março alone 

generates millions every day— but extremely little 

research focuses on where that money goes and 

how it influences local economies. This gap is 

striking in the face of a plethora of research on the 

influence of formal FDI.  

Secondly, government and business 

publications bemoan declining profits and threaten 

to cut jobs, attributing financial straits to 

counterfeiters and other IPR violators. Some 

research has been done tracking the scope and 

growth of jobs and money generated through 

informal activity (see the work of Ramos Schiffer as 

well as Perreira and Jimenez’s cited earlier), but no 



Revista Doble Vínculo 

ISNN 0718-7815, Año 2 - Nº2 

120 
 

projects have attempted to compare formal sector 

losses with informal growth.  

Similarly, I am skeptical of the numbers that 

businesses come up with regarding profits lost to 

IPR violations. Most seem to estimate the sales of 

counterfeiters and label the amount as lost profits 

(see the IBOPE report). While this method may be 

appropriate for calculating damages in a lawsuit, it 

is faulty for economic analysis purposes. I suspect 

that counterfeiters’ and brands’ markets overlap 

considerably less than lost profit statistics suggest, 

and that if counterfeits were not available, many 

consumers would opt for local brands or non-

branded products instead of coughing up two to ten 

times the price of a counterfeit in order to buy an 

authentic product. However, there is no data to 

support or refute this conjecture, hence further 

research is needed into market overlap and 

consumer choices regarding counterfeits.  

To conclude, the spectacular rise of 

informal economic activity that financial 

deregulation enabled has had sweeping effects on 

international trade, intellectual property rights 

regimes and job markets. 25 de Março is just one of 

dozens of sites around the world in which these 

processes can be observed and analyzed. 

Continuing study of such sites is paramount to 

understanding the impact that informal economic 

activity has on individuals’ lives, livelihood and 

consumption habits, as well as global informal 

capital’s impact on international trade and national 

economies. 
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