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	 harles	Karelis,	a	philosopher,	asks	why	we	observe	poverty-prolonging
	 and	 -worsening	 behavior	 in	 wealthy	 countries	 such	 as	 the	 United
	 States,	by	many	who	are	themselves	poor.	In	the	first	six	chapters	he	
argues	that	microeconomic	theory	(the	economics	of	the	well-off)	cannot	
(fully)	 help	 the	 poor	 because	 it	 always	 assumes	 diminishing	 marginal	
utility	(DMU).	The	final	two	chapters	cover	the	implications	of	his	theory	
for	public	policy	and	economic	justice.	As	such,	The Persistence of Poverty	
will	interest	many	readers	of	this	journal	for	at	least	four	interconnected	
reasons—its	focus	on	poverty	(one	way	we	demonstrate	our	faith	in	God	
is	by	our	concern	for	the	poor),	its	emphasis	on	microeconomic	theory,	its	
policy	suggestions,	and	its	reflections	on	economic	justice.
	 Central	to	Karelis’	argument	is	the	idea	of	DMU,	itself	intertwined	with	
the	intended	readership,	“generalists	and	specialists”	(p.	xiii).	Therefore	I	
begin	here.	Generalists	are	college-educated	and	lack	graduate	level	training	
in	economics.	This	audience	likely	will	be	more	receptive	to	the	argument.	
However,	many	economists	(specialists)	will	raise	a	theoretical	objection.	
Let	 me	 explain.	 Starting	 with	 Bentham,	 Karelis	 traces	 the	 evolution	 of	
utility	 theory	 through	 Gossen	 up	 to	 the	 marginalists,	 including	 Jevons	
and	Marshall,	who	utilized	some	form	of	cardinal	utility	and	argued	that	
maximizing	 utility	 necessitates	 the	 “equimarginal	 allocation”	 of	 goods	
based	on	DMU	(p.	53).	Karelis	understands	that	contemporary	consumer	
theory	uses	convex	indifference	curves	and	budget	constraints	to	explain	
utility	maximization.	This	is	acceptable.	But	he	will	lose	economists	when	
he	states	that	DMU	and	convex	indifference	curves	imply	each	other.	Given	
that	 Karelis	 is	 a	 “generalist,”	 the	 confusion	 is	 understandable.	At	 least	
some	college-level	economics	texts	explain	the	convexity	of	indifference	
curves	 in	 terms	 of	 DMU.1	 Graduate	 microeconomic	 theory	 makes	 no	
reference	 to	 DMU	 because	 utility	 functions	 are	 assumed	 to	 be	 ordinal	
with	convex	preferences	(Mas-Colell,	Whinston,	&	Green,	1995;	Varian,	
1992).	If	one	suspends	graduate-level	microeconomic	theory	for	the	sake	
of	a	“generalist”	view	(which	includes	the	notion	of	DMU),	Karelis	has	
something	worth	considering.	And	so	I	will	proceed	with	Karelis’s	notion	
of	poverty.
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	 Arguing	that	“people	generally	feel	a	need	to	participate	in	their	society	
…	a	need	that	cannot	be	easily	satisfied	at	resource	levels	far	below	the	
median,”	Karelis	defines	poverty	as	having	“insufficient	material	resources	
to	meet	all	basic	needs,”	inclusive	of	physical	and	nonphysical	needs,	where	
needs	are	culturally	determined	at	a	specific	point	in	time	(pp.	3,	4).	Given	
this	understanding,	“poverty	is	bound	to	be	a	source	of	unhappiness,”	but	
more	 importantly	 “poor	 people	 are	 [considered]	 unhappy	 on balance”	
(p.	 5,	 emphasis	 in	 original).	They	 are	 “miserable,”	 living	 in	 a	 stressful	
condition	and	looking	for	“relief”	from	the	“evil”	of	poverty	(pp.	6,	67,	
73).	Following	his	definition	of	poverty,	Karelis	introduces	five	poverty-
prolonging	and	-worsening	behaviors	that	are	divided	into	two	categories:	
1)	work/income-related	(not	working	much	for	little	pay,	not	completing	
more	years	of	school,	misusing	alcohol,	and	taking	risks	with	the	law)	and	
consumption	smoothing	(not	saving	for	the	rainy	days).	Although	careful	
to	state	that	these	behaviors	are	not	unique	to	the	poor,	he	argues	that	the	
poor	disproportionately	display	 these	behaviors.2	Karelis	 then	asks	why	
a	rational	poor	person	would	choose	to	engage	in	these	behaviors	when	
doing	 otherwise	 presumably	 leads	 to	 relatively	 large	 gains	 in	 marginal	
utility.	But	first	I	will	look	at	Karelis’	review	of	current	poverty	theories.
	 According	 to	 Karelis,	 microeconomics	 explains	 poverty-prolonging	
and	 -worsening	 behaviors	 in	 terms	 of	 external	 barriers	 and/or	 internal	
dysfunctions.	 External	 barriers	 include	 opportunity	 constraints	 (e.g.,	
insufficient	 employment	 opportunities),	 atypical	 preferences	 (e.g.,	
“runners”	and	“footsoldiers”	in	a	drug	gang,	Levitt	and	Venkatesh,	2000)	
and	perverse	incentives	created	by	public	policy	(e.g.,	effective	marginal	
income	tax	rates	of	TANF	and	EITC	recipients).	Though	valid	for	some	
situations,	Karelis	finds	them	wanting	for	the	general	case	of	millions	of	
poor	people.	This	leaves	the	internal	dysfunction	explanation.	Poor	people	
must	have	a	psychological	dysfunction,	such	as	apathy	(e.g.,	indifference	
to	work	or	education	due	to	clinical	depression),	fragmented	self	(i.e.,	a	
person	experiences	alienation	between	the	contemporary	and	future	self	
and	therefore	does	not	engage	in	consumption-smoothing	choices),	and/or	
weakness	of	will	power	(i.e.,	what	the	Greeks	termed	“akrasia”).	These,	
too,	are	considered	and	found	helpful	in	some	specific	cases,	but	not	as	a	
general	theory	for	the	type	of	poverty	under	discussion.	Unconvinced	that	
external	barriers	and/or	internal	dysfunctions	explain	the	general	case,	and	
appealing	to	the	“metaprinciple	of	parsimony,”	Karelis	introduces	his	own	
account,	along	with	implications	for	public	policy	and	economic	justice	
(p.	46).
	 DMU	and	 increasing	marginal	 utility	 (IMU)	 are	 the	 foundations	 of	
the	present	theory.	Karelis	makes	his	case	by	referencing	examples	from	



75

“common	experience”	and	by	use	of	a	three-fold	taxonomy	of	goods	(p.	68).	
Pleaser	goods	always	“cause	positive	experience[s]”	and	are	characterized	
by	DMU	(p.	73).	Reliever	goods	“reduce	pain,	unhappiness,	or	misery”	
(e.g.,	poverty),	and	are	characterized	by	IMU.	As	an	example	of	a	reliever,	
Karelis	offers	bee	stings.	Bee	stings	bring	pain,	unhappiness,	and	misery.	
And	importantly,	the	first	sting	brings	the	greatest	pain	and	misery,	with	
subsequent	 stings	 diminishing	 with	 respect	 to	 each	 other.	 This	 implies	
that	 “dabs	 of	 salve”	 (a	 reliever	 good)	 bring	 increasing	 marginal	 relief	
or	 benefit	 (p.	 68).	 Finally,	 dual-citizenship	 goods	 are	 “relievers	 at	 low	
levels	of	consumption	and	pleasers	at	high	levels	of	consumption”	(p.	74).	
The	most	 important	examples	of	dual-citizenship	goods	 that	meet	basic	
needs—and	 relieve	 the	misery,	unhappiness,	 and	 stress	of	poverty—are	
“food,	shelter,	clothing,	transportation,	leisure,	and	opportunities	to	take	
part	 in	 community	 life,”	 where	 a	 culturally-determined	 sufficient	 level	
separates	the	reliever	and	pleaser	ranges	of	these	basic	goods	(p.	74).
	 The	idea	that	poor	people	stand	to	gain	the	most	from	additional	work/
income-related	and	consumption-smoothing	behaviors	is	mistaken	because	
it	rests	on	a	faulty	assumption	that	the	poor	operate	in	the	early	range	of	
pleaser	goods	alone,	where	marginal	utility	gains	are	large	and	decreasing.	
Karelis	argues	that	the	poor	operate	exclusively	in	the	early	range	of	the	
reliever	goods.	Here	the	poor	accrue	small	gains	in	relief	from	marginal	
increases	in	work/income-related	and	savings	behavior.	This	leads	to	the	
bold	 claim	 that	 “poor	 people	 engage	 disproportionately	 in	 the	 poverty-
prolonging	and	poverty-worsening	behaviors	because they are poor—and	
rational”	(p.	82,	emphasis	in	original).
	 If	 Karelis	 is	 theoretically	 correct,	 what	 are	 the	 public	 policy	
implications?	First,	“poverty-causing	conduct	on	the	part	of	poor	people	is	
not	self-limiting”	(p.	132).	The	issue	is	not	behavior	per	se,	presumed	to	be	
rational,	psychologically	functional,	and	fundamentally	without	external	
constraints.	The	problem	is	the	condition	of	poverty	itself	(misery,	stress,	
unhappiness).	Second,	“relieving	poverty	can	initiate	a	virtuous	cycle”	of	
increased	work/income-related	 and	 savings	 behaviors,	 by	moving	 poor	
people,	 via	 income	 transfers,	 from	 the	 reliever	 to	 the	 pleaser	 range	 of	
dual-citizenship	goods	 (p.	133).	Taking	 the	case	of	work,	Karelis	 states	
that	 because	 the	 poor	 are	 in	 the	 reliever	 range	 (IMU),	 the	 income	 and	
substitution	effects	from	an	increase	in	the	wage	rate	(income	transfers)	
will	 be	 complementary—higher	 pay	 results	 in	 more	 work	 (a	 political	
preference	of	the	non-poor)	and	more	income	(desirable	because	it	moves	
people	 away	 from	 poverty).	A	 politically	 feasible	 policy	 change	might	
be	 to	 increase	EITC	benefits.	Similar	analyses	are	made	with	respect	 to	
education,	savings,	and	criminal	behavior—desired	behaviors	will	require	
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larger	net	marginal	benefits	than	are	currently	available.
	 Karelis	concludes	with	a	chapter	on	economic	justice,	searching	for	
a	balance	between	“need-proportional	justice	and	market-defined	justice”	
(p.	162).	Adopting	a	utilitarian	framework,	“which	not	everyone	accepts	
as	the	highest	moral	principle,”	Karelis	notes	that	the	“practical	upshot	in	
the	particular	case	of	the	United	States	is	surely	that	the	optimum	balance	
…	is	closer	 to	pure	need-justice	 than	 is	generally	appreciated”	(pp.	xiv,	
163).	This	is	so	because	according	to	Karelis’s	theory	of	poverty,	income	
transfers	 to	 the	 poor	 positively	 affect	 income-generation	 and	 savings	
behavior.
	 The	chapters	on	poverty	will	pique	the	interest	of	many.	Many	of	us	
have	 been	 asked	 “What	 can	 be	 done	 to	 reduce	 poverty?”	Answers	 are	
motivated	by	various	theories,	themselves	having	(at	least	some)	empirical	
validation.	 Christian	 economists,	 no	 less	 than	 others,	 are	 interested	 in	
“getting	the	theory	right.”	My	guess	is	most	of	us	reference	some	form	of	
an	external	constraint	and/or	an	internal	dysfunction	framework	to	explain	
poverty.	But	what	if	other	poverty	cases	(even	the	general	case)	are	better	
explained	 by	 rational	 behavior	 in	 response	 to	 the	 misery	 of	 poverty?	
We	have	here	 a	 new	 (poverty	wedded	 to	 IMU)	 “generalist”	 account	 of	
poverty-prolonging	and	-worsening	behavior.	Karelis’	theory	adds	to	my	
ability	 to	make	 plausible	 sense	 of	my	 unscientific	 observations	 arising	
from	more	than	fifteen	years	living	in	a	high-poverty	neighborhood.	By	
his	own	admission	Karelis	thinks	empirical	testing	will	prove	challenging	
for	at	least	two	reasons:	1)	poverty	always	implies	“poverty	in	place	x	and	
time	y,”	even	within	a	particular	country,	and	2)	the	distinction	between	
reliever	and	pleaser	“depends	partly	on	the	psychology	of	the	consumer”	
(pp.	9,	175,	endnote	9).
	 Although	 no	 faith-based	 organization	 (FBO)	 examples	 are	 given,	
I	 surmise	 that	Karelis	would	advise	FBO’s	 that	offer	 services	 to	 lower-
income	households	 to	see	poverty	as	misery	and	desirable	behaviors	as	
a	 positive	 function	 of	 income	 in	 the	 pleaser	 range.	 Reducing	 poverty-
prolonging	 and	 -worsening	 behavior,	 should	 this	 be	 a	 goal	 of	 FBO’s,	
will	 likely	 shift	 the	 emphasis	 from	 quantity-based	 charity	 (number	 of	
individuals	or	families	served)	to	quality-based	development	(families	no	
longer	 exhibit	 poverty-prolonging	 or	 -worsening	 behaviors).	 Christians	
likely	agree	with	Karelis	 in	 tying	 income	 transfers	 to	work,	not	 simply	
because	“at	least	they	are	working”	but	also	because	work	affords	people	
greater	opportunities	to	evidence	their	God-given	creative	capacities	and	
stewardship	responsibilities.



77

	 Unlike	the	poverty	chapters,	the	chapter	on	economic	justice,	limited	
to	a	utilitarian	framework,	disappoints.	A	more	fruitful	discussion,	based	
on	Karelis’s	definition	of	poverty,	might	raise	concerns	for	participative	
and	contributive	forms	of	social	justice.	Furthermore,	with	his	emphasis	
on	having	 income	sufficient	 to	participate	more	 fully	 in	 society	Karelis	
highlights	 the	 issue	 of	 income	 distribution,	 yet	 another	 topic	 of	 social	
justice	to	be	considered.	
 The Persistence of Poverty	offers	a	thought-provoking	theory	of	poverty,	
itself	highlighting	the	role	of	income	distribution	below	the	median,	and	
a	helpful	 tripartite	 taxonomy	of	goods.	Although	I	am	skeptical	 that	we	
have	here	a	general	 theory,	I	hope	specialists	give	this	generalist	 theory	
appropriate	consideration.

Endnotes

1	 Pindyck	 and	 Rubinfeld	 (2009,	 p.	 96)	 explicitly	 and	 Kaufman	 and	
Hotchkiss	(2006,	p.	49)	implicitly	explain	convex	indifference	curves	
in	terms	of	DMU.

2	 What	is	important	to	show	is	that	the	poor	disproportionately	engage	
in	these	behaviors.	Few	would	argue	that	impoverished	people,	as	a	
group,	do	work	less	for	less	pay,	complete	fewer	years	of	education,	
and	save	less.	More	contentious	is	Karelis’s	assertion	that	poor	people	
are	more	likely	to	misuse	alcohol	and	take	legal	risks	(see	pp.	21–25).	
He	notes	that	the	poor	have	higher	rates	of	binge	drinking	and	smoking,	
both	of	which	adversely	affect	earnings	and/or	increase	health	costs,	
thus	 adversely	 affecting	 net	 income.	 But	 his	 explanation	 regarding	
taking	risks	with	the	law	is	less	persuasive.
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