Capitalism relies on the exploitation of informal economies and then distances its products from labor to maximize profits. 
Diana Farrell 04, the director of the McKinsey Global Institute and a principal in the San Francisco office, “The hidden dangers of the informal economy”, McKinsey & Company, chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://immagic.com/eLibrary/ARCHIVES/GENERAL/MCKNSYUS/M040413F.pdf. Acc 7/11/23 [tvisha]
Informality is among the most seriously misunderstood of all economic issues. Informal companies evade fiscal and regulatory obligations, including value-added taxes, income taxes, labor market obligations (such as social security taxes and minimum-wage requirements), and product market regulations (including quality standards, copyrights, and intellectual-property laws). Evasion varies by sector and by the nature of the business: informal retailers tend to avoid paying value-added taxes, informal food processors to ignore product quality and health regulations, and informal construction firms to underreport the number of employees and hours worked. For many people, the informal economy means street vendors and tiny businesses, and it is true that informality is pervasive among small, traditional concerns with low levels of technology, scale, and standardization. But it is hardly unknown among larger, modern enterprises in developing countries (Exhibit 1), where MGI has found informal supermarket chains, auto parts suppliers, consumer electronics assemblers, and even large-scale industrial operations. The extent of informality varies from industry to industry. It is greatest in service businesses such as retailing and construction (Exhibit 2), in which companies are often small in scale and geographically dispersed, making it easier to avoid detection. Revenues come from individual consumers and are difficult for auditors to verify. Labor costs are a significant share of total expenses, so companies are tempted to underreport employment. In one country, MGI found that construction workers ran away from sites when government inspectors appeared. For similar reasons, informality in manufacturing industries is more prevalent in labor-intensive sectors such as apparel and food processing than in capital-intensive ones such as automotive assembly, cement, oil, steel, and telecommunications. Even so, some very large industrial and manufacturing companies operate informally. In India and Russia, for instance, local governments force local power companies to provide free energy to some businesses; subsidies such as these allow informal businesses to continue operating. 
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