SJR 1 – “Proposing amendments to
the Constitution of the State of Alaska
relating to the Alaska permanent fund,
establishing the earnings reserve
account, relating to the permanent fund
dividend, and requiring the permanent
fund dividend to be at least equal to the
amount that would be calculated under
current law”

Sectional Analysis


Section 1:

Establishes the Earnings Reserve Account in the constitution



Section 2:

(b)Transfer of monies from the Earnings Reserve Account to the
dividend account and 5-year average dividend calculation
(c) Establishes the calculation for dividing up the amount
available for dividends



Section 3:

Replaces current statutory ERA with constitutional ERA



Section 4:

Places the resolution before the voters in the next general
election

Permanent Fund Returns
The Fund’s
long-term
investment
performance
sees a 31.5
year annualized
return of 8.9%

Permanent Fund Dividends

Calculating the Dividend

Permanent Fund Dividends
Total appropriation

The Earnings Reserve Account

 Even if SJR1 was approved by voters, the legislature would
still have access to other income in the Earnings Reserve
Account

Dividend Impact (cont’d)


Dividend is uniquely Alaskan:


“the dividend is a particular feature of the Alaska situation”
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Goldsmith has found, over years, that the dividend has
enormous economic impact:


“Most of the cash from dividends will ultimately find its way into
the Alaska economy to increase employment, population, and
income. A rough estimate of the total (direct and indirect)
macroeconomic effects of this increase in purchasing power is
10,000 additional jobs, 15 to 20 thousand additional residents, and
$1.5 billion in personal income.”

Dividend Impacts
“Collecting $1
billion in…
Permanent
Fund Dividend
reallocations
could cause a
loss of
about…7,000
jobs.”

Dividend Impact (cont’d)
Goldsmith’s 2010 study reinforced many of his previous findings:
What do people do with their checks?







A study done in 1984 shortly after the first distribution also found that savings
out of dividend checks was significant. Net of federal income taxes, about one
third of dividend income went to saving and debt reduction. The majority
went to day-to-day expenses, and about 10 to 15 percent went to special large
purchases.

“The 1982 and 1983 dividends have been significant factors in rapid economic
growth of the early 1980s. As the dividends entered the Alaska economy, they
created about five thousand jobs, primarily in support industries, and added
about $360 million to consumer purchasing power in 1983”

 “At $1,305 in 2009, the dividend added 3% to average per capita income of $42,603. At
the same time, it represents a significant aggregate infusion of cash into the economy.
The 2009 dividend added about $900 million in purchasing power to the economy, roughly
equivalent to the total wages of state government or the retail trade sector.

Dividend Effects


Created a constituency to watch over government
expenditures of the Fund



Allowed for individual Alaskans to invest their oil wealth
any way they choose, though often back into the Alaskan
economy.



Reduced the gap between income levels in Alaska

Dividend Effects (cont’d)

In 2012 the average income of the top 1
percent of taxpayers in Alaska, $939,000, was
15 times that of the average of the bottom 99
percent, $61,000.

The US average ratio was twice as high at 30
times. By this definition, Alaska was essentially
tied with Hawaii as the most equitable state.
(This is based on a recent study by the
Economic Policy Institute.)

Dividend Effects (cont’d)


Goldsmith notes that the fund has contributed to the state’s remarkable
income equality. His study points out that in 38 states, the income of the
richest 20 percent grew faster than the poorest 20 percent between the early
1980s and the early 2000.
•



In 11 states, the growth rates were about the same. "Alaska was the only state in
which the income of the bottom 20 percent grew at a faster rate (25 percent) than
the income of the top 20 percent (10 percent)," the paper explains.

“The dividend has been one factor in the decline in the official poverty rate
since Alaska attained statehood, particularly among Native Americans. The
dividend is particularly important in rural parts of the state where the
economy is largely a mixture cash-based transfers and subsistence activities
where wage paying employment is scarce.
Scott Goldsmith
ISER – The Alaska Dividend Program
July 2010

Key Points


SJR1 is only a resolution to put the question before the people of whether
the current dividend program should be enshrined in the constitution.



The resolution does not bar the legislature from appropriating excess
income from the fund for other purposes.



The Dividend has become a significant economic force in Alaska.



If approved by the voters, SJR1 would be a promise to every Alaskan that
their constitutionally protected mineral rights will be protected from
government in perpetuity.

