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Bullshit Jobs: Why do they exist?
What’s the Argument?

Is Graeber right? Do you agree/disagree?
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It serves the interest of the ruling class
for bullshit jobs to exist.
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Functional
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It serves the interest of the ruling class
for bullshit jobs to exist.
If p serves the interests of the ruling
class, then p.
Bullshit jobs exist.
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P1

Is this a good argument? What makes
an explanation a good explanation?

P2

Invisible Hand
Explanations
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But first...

Friedrich Hayek
(1899-1992)
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Economist

Contents:
What Is Economics?
Prices (as signals)
Spontaneous Orders &
Invisible Hands

What Is Economics?

What Is Economics?

What Is Economics?

The Fundamental Economic Problem:
Given the scarcity of resources, what goods and services should
be produced and how should they be allocated?

What Is Economics?

What Is Economics?

The Fundamental Economic Problem:
Given the scarcity of resources, what goods and services should
be produced and how should they be allocated?

The Fundamental Economic Problem:
Given the scarcity of resources, what goods and services should
be produced and how should they be allocated?

What Is Economics?

What Is Economics?

The Fundamental Economic Problem:
Given the scarcity of resources, what goods and services should
be produced and how should they be allocated?

Command Economy vs. Market Economy

Which Is More Eﬃcient? (And Why?)
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Decentralization: information is processed locally, distributed across
many people.

Spontaneous Order

Spontaneous
Order

When the behavior of multiple individuals exhibits a structure that
isnʼt the result of design or control by an individual, government, or
agency.
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The Invisible Hand
“Every individual... neither intends to promote the
public interest, nor knows how much he is
promoting it... he intends only his own security; and
by directing that industry in such a manner as its
produce may be of the greatest value, he intends
only his own gain, and he is in this, as in many other
cases, led by an invisible hand to promote an end
which was no part of his intention.”

In order to produce and allocate goods in the best way, we need
information:

Adam Smith, The Wealth of Nations

- Scarcity
- Who wants what
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Supply & Demand

- Scarcity
- Who wants what
The economy is complex
and interconnected.
Change of price in one
resource ripples out...

Price (as a signal)

What Determines
the Price of an
Oat Milk Latte?

-

Hayek’s Insight

Prices convey information
(about the supply and demand
for the good/service)

-

No single person possess all or
most of this information;
knowledge is dispersed

-

Prices help coordinate the
actions of many people

Price (as a signal)
- Prices convey information:
- supply of the good
- demand for the good
- Allow us to allocate resources
where they are most urgently needed
- … without any one individual possessing all of the relevant
information
How so?

Price (as a signal)

Price (as a signal)

Example: An increase in the price
of oil communicates…

Example: An increase in the price
of oil communicates…
[To producers]: Sell more oil!

Price (as a signal)

Price (as a signal)

Example: An increase in the price
of oil communicates…

Example: An increase in the price
of oil communicates…

[To producers]: Sell more oil!
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[To consumers]: Use less oil!

[To consumers]: Use less oil!
Result: We reallocate oil from “low value” to “high value” uses.
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Prices communicate information about which goods/services
to produce and about how to allocate them, while also
providing motivation for people to make best use of this
information.
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Price is a signal wrapped up in an incentive

Price is a signal wrapped up in an incentive

-

Regulating Prices?

Example:
Should We
Regulate the Price
of Face Masks?

Regulating
prices?
Hayek would disapprove

-

Markets eﬀiciently aggregate the
knowledge possessed by
individuals dispersed throughout
society
Government cannot “know” what
the market does
When government interferes, it
distorts the information
conveyed by prices, leading to
ineﬀiciencies

Example:
Should We
Regulate the Price
of Face Masks?

Price Gouging

The Invisible Hand

The ‘Magic’ of the Market

The ‘Magic’ of the Market

Hayek: Think of the market as a giant information-processing machine
It produces prices, which helps coordinate behavior toward (typically)
desirable ends.

Smith: Social eﬀects can arise spontaneously from individuals pursuing their
own interests (without anyone intending those eﬀects).

But it is a machine with no maker.
It was not designed and no one controls it.
How does it work?

In particular, Smith thought that sometimes positive social eﬀects can result
from individuals acting in their own self-interest.
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Smith: Social eﬀects can arise spontaneously from individuals pursuing their
own interests (without anyone intending those eﬀects).

WARNING:
Smith does not think that all people are inherently greedy or selfish.

In particular, Smith thought that sometimes positive social eﬀects can result
from individuals acting in their own self-interest.

Market =
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(2) No one acted with the intention of bringing about that pattern.
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machine that converts self-interest into mutual gain.

(But how?)

Under certain conditions, markets produce positive social eﬀects.
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Example:
Thomas Schellingʼs Segregation Model

But not always.
And spontaneous orders neednʼt always be positive.
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Individuals have a preference to not be a minority in their
neighborhood.
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In aggregate, as a result of individuals acting on their preferences,
segregation emerges.
… even if everyone prefers integration over segregation.
Each shape most prefers being in an integrated neighborhood.
But also prefers not being a minority in their neighborhood.
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Segregation Model

Discussion
Question:
What can be
done?
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Thomas Schellingʼs Segregation Model (https://ncase.me/polygons/)
Lesson:
It doesnʼt follow from the observation of segregation that people
want it.
Itʼs not enough for people to want integration. (What would it take?)
Government enforcement. (E.g., forced bussing)

Questions?

