ExrrorinG THE Basic INcomE GUARANTEE

Basic income is one of the most innovative, powerful, straightforward, and
controversial proposals for addressing poverty and growing inequalities. A
Basic Income Guarantee (BIG) is designed to be an unconditional, govern-
ment-ensured guarantee that all citizens will have enough income to meet
their basic needs. The concept of basic, or guaranteed, income is a form of
social provision and this series examines the arguments for and against it
from an interdisciplinary perspective with a special focus on the economic
and social factors. By systematically connecting abstract philosophical debates
over competing principles of BIG to the empirical analysis of concrete policy
proposals, this series contributes to the fields of economics, politics, social
policy, and philosophy and establishes a theoretical framework for interdis-
ciplinary research. It will bring together international and national scholars
and activists to provide a comparative look at the main efforts to date to pass
unconditional BIG legislation across regions of the globe and will identify
commonalities and differences across countries drawing lessons for advanc-
ing social policies in general and BIG policies in particular.
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CHAPTER 10

Basic Income and the Alaska Model:
Limits of the Resource Dividend
Model for the Implementation of an
Unconditional Basic Income

Almaz Zelleke

Alaska’s Permanent Fund Dividend (PFD) is often hailed as the only
existing basic income in the world. As such, it is held up as a model and
inspiration for the implementation of basic income schemes in other
US states and other countries. In this chapter, I question the character-
ization of the PFD as either a basic income or a robust model for one. I
argue instead that the PFD is a vesource dividend, a form of redistribu-
tion that is related to, but not synonymous with, a basic income. While
the ideas of basic income and resource dividends share some philo-
sophical justifications and some roots in intellectual history, they are
different enough that they ought not to be confused. Beyond a philo-
sophical desire for semantic clarity, the distinction matters because the
justifications for different forms of redistribution, both those justifica-
tions that are part of the popular understanding and those that have a
more limited academic currency, affect their chances for implementa-
tion, their sustainability, and their vulnerability to political processes.
In particular, it is possible to design resource dividends in ways that
are incompatible with the goals of a basic income and that lead to out-
comes in tension with, if not opposed to, its goals. The prominence of
the Alaska model in the contemporary basic income debate challenges
basic income supporters to more clearly define the idea and specify
criteria for the design of basic income schemes.
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I begin this chapter with a general clarification of terms and fol-
low with a brief summary of the common philosophical roots of basic
income and resource dividends. Next, I survey the arguments for basic
income and contemporary definitions from basic income advocates. I
then briefly summarize salient aspects of the history, implementation,
and current state of the Alaska Permanent Fund (APF) and the PFD.
I discuss how the PFD differs from a basic income and discuss why
those differences matter. I conclude by drawing lessons from the PFD
for basic income advocates.

1. Wuart Is A Basic INcomE?

Basic income is the guaranteed provision of a minimum income on an
individual basis to all eligible members of society. Advocates of basic
income differ as to whether this income should be unconditional, or
conditional on a requirement to participate in an approved voluntary,
care giving, or learning activity for those not in paid employment;
whether the same or different amounts should go to children, adults,
and senior citizens; and how high the basic income could or should
be. Basic income is often identified with a negative income tax (NIT),
an income grant in the form of a refundable tax credit, which can be
conditional or unconditional. But the NIT is a variable income grant
designed to supplement low incomes, while a basic income is a ##i-
form income floor that can be supplemented with earned income.! In
the literature on basic income, the term participation incomeis used to
refer to an income grant conditional on a participation requirement.’
The term workfare has common currency in US welfare debates,
referring to income grants conditional on work in paid employment.?
In the United States, the Earned Income Tax Credit (EITC), estab-
lished during the Ford administration and subsequently expanded,
is 2 modest NIT that is conditional on having earned income, and
therefore on work in paid employment.

Other forms of redistribution that share philosophical roots with
basic income include the stakeholder grant, a onetime grant paid to
citizens either at birth or maturity;* resource dividends, periodic pay-
ments to citizens or residents reflecting imputed shares in the value
of natural resources like oil or land, like the PED; and the caregiver
income, a stipend paid to unpaid providers of care to children, the
elderly, and adults unable to care for themselves.®

Basic income is distinct from another proposal for a universal
guarantee: guaranteed jobs. Advocates of guaranteed jobs share with
advocates of basic income a conviction that the uncorrected market
cannot adequately meet the economic needs of all members of society,
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but they differ on the preferred correction. Advocates for guaranteed
)obs.are convinced of the intrinsic value of paid employment beyond
th.e income it provides to the well-being and status of citizens: they
reject the idea of a guaranteed income unconditional on Wo’rk as
well as the idea of a participation income, in favor of a universal W,ork

requirement and a public works program that serves as employer of
last resort.®

2. PuiLosopruicaL RooTs oF Basic INcOME,
STAKEHOLDER GRANTS, AND
REesource D1vibeNDs

T‘hf: related ideas of a basic income, stakeholder grants, and resource
dividends have philosophical roots in the age of, revolutions.”
AFguments for the redistribution of wealth emerged when the indus.—
trial revolution began to transform the agricultural economy and to
democratize the aristocratic political structure, and when the rhetoric
.Of the French and American revolutions adopted the ideal of equal-
ity. Cogdorcet and Thomas Paine, both participants in the French
Revolution, proposed early forms of social insurance for the elderly
and widows, and universal stakeholder grants at maturity to compen-
sate for the loss of natural rights in the free use of land and natural
resources.® Nineteenth-century socialists, including Charles Fourier
and Joseph Charlier, extended the idea of compensation for the loss
of these natural rights by proposing modest universal dividends that
would prevent destitution without eliminating incentives to work.®
John Stuart Mill also endorsed an unconditional guaranteed mini-
mum, with no attempt to distinguish between the “deserving” and
“u.ndeserving” poor (as had long been the foundation of British poor
relief), as long as it preserved incentives to work.1 Nineteenth-century
economist Henry George argued that the value of land belonged to

all, and that government should tax its value alone and abolish all

taxes on productive activity.!! Followers of the Georgist view have

extended the idea of common ownership to other natural resources

beyond land, and some have argued for the distribution of the rents

on these natural resources in the form of resource dividends.?

3. CONTEMPORARY ARGUMENTS FOR
Basic IncomE
While the term &asic income can encompass many forms of redistri-

bution in its “big tent” context, and while its advocates sce many of
these related forms as steps toward a basic income, the term itself is




e

144 4 ALMAZZELLEKE

generally agreed to refer to ongoing unconditional income guaran-
tees, rather than onetime stakeholder grants, and to income guaran-
tees at a “substantial” or “generous” level; basic incomes below this
level are partinl basic incomes.™
Both the unconditionality and the substantial nature of a basic
income require justification. In contemporary capitalist economies,
the legal framework of property rights constrains individual access to
the means of subsistence. For those without inherited land or capi-
tal, the resources necessary for life must be earned through wage
labor. Welfare regimes in capitalist economies provide a safety net of
social insurance and social assistance programs to protect individuals
from deprivation caused by economic downturns. Conditional social
insurance benefits go to those willing but unable to work and thus
generally considered “deserving,” such as the elderly, the disabled,
parents of infants, or workers suffering temporary unemployment due
to economic downturns, and their dependents; means-tested social
assistance benefits go to those who do not meet the work-related eli-
gibility requirements for social insurance and are generally considered
“undeserving.” The eligibility criteria for both are meant to preserve
the incentive to seck employment for working-age men and women,
rather than to remain on benefits. Most developed nations also pro-
vide unconditional benefits such as universal health care, frec public
education, and child allowances. These benefits are broader and more
generous in European welfare states than in the United States, an
outlier even among the less generous “liberal” welfare regimes, in
Esping-Andersen’s typology.**

Even in the more generous European welfare regimes, the idea
of a substantial income grant unconditional on willingness to work
faces strong opposition from those who see it as enabling recipients to
live without contributing to society’s productive efforts. Many con-
temporary advocates of basic income promote it as a more efficient
economic safety net in a capitalist economy, but they also challenge
the premise of employment status as 2 basis for the rights of full citi-
zenship, and base their arguments variously on conceptions of justice,
freedom, and equality.'®

The instrumental justification for a basic income assumes the
superiority of capitalist economic systems over socialist systems in
bringing about economic growth and a higher standard of living for
society overall, but it recognizes the distributive inequities to which
capitalism leads. Basic income, because of its universality and uncon-
ditionally, is seen by policy theorists and economists as the solution
to the perverse disincentives of social assistance programs, which have
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the unintended effect of penalizing work effort at low incomes. It is
also seen as the solution to gaps in social insurance programs. and
to the problem of diminishing returns to labor from technological
a.dvar.lces.16 Many who take this approach implicitly dismiss thegd'
tinction between the “deserving” and “undeserving” ith ot
addressing it directly.!” 8 poor ot
Argum'ents for basic income based on theories of justice, libert
alllld equah.tylfocus on the rights of individuals in society ar,ld clair}r,;
that a basic income is required to compensate for the inegalitarian
e'ffects .Of the institution of private property; maximize individual
¥1berty in choosing how to live one’s life; prc,)mote gender ¢ uall'1 ta1
in a male-dominated world; and create a form of economic ccilti o
ship .apalogous to universal suffrage.’® These arguments suggest Ii'en};
arpbmons for a basic income, ambitions that are impossib! N h'lg
without a substantial basic income. ’ Froschere

4. CONTEMPORARY DEFINITIONS OF
| Basic IncomE

ThcorcFical arguments for a basic income leave the details of impl
mentation largely unspecified. Philippe Van Parijs, who arguespﬁ;‘
bagc income on grounds of justice and liberty; re,jccts the idea of
setting the basic income at a particular level anéi argues instead fO
the h1ghest sustainable basic income as a requirement of a soci (t)r
corpmltted to the ideal of “real freedom for all.”!? Neverthc:lescmhy
believes that rich societies such as the United States and West’ N
Europe can afford a basic income above subsistence level.2° Few Stiren
theorists provide even that degree of specificity about tl;e amount ff
money a basic income would provide. Charles M. A. Clark has ar Od
fqr a “full” basic income, one that provides subsistence-level in o
with variable grant rates depending on age.?! I have defendedc ane’
where a basic income high enough to meet basic needs, and have SC:
posed a uniform, universal basic income—one that go’es to all ac{) rlct)
and children—at a level targeted to meet the subsistence needs ofléhS
most V}llnerable families: single parents with more than one child 226
National and international basic income networks are more ex 1" i
abouF the elements required for an income grant to be consicfelfc'it
a basic income. The Basic Income Earth Network (BIEN; formerl
the Basic Income European Network), the international n,etwork };
scholars and advocates of a basic income, defines basic income as £ ?
lows: “.A basic income is an income unconditionally granted to oli
on an individual basis, without means test or work requirement aIt
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is a form of minimum income guarantee that differs from those that
now exist in various European countries in three important ways:
it is paid to individuals rather than households; it is paid irrespec-
tive of any income from other sources; it is paid without requiring
the performance of any work or the willingness to accept a job if
offered.” Thus, according to BIEN, basic income is unconditional, it
is individual, and it is a ménimum income guarantee, implying a floor
beneath which the basic income cannot fall; left open to consider is
whether the basic income goes to all members of a community or to
adults only, and whether the amount varies by the recipient’s age.

The US Basic Income Network (USBIG) defines basic income more
explicitly as tied to basic needs. “The Basic Income Guarantee (BIG) is
a government ensured guarantee that no one’s income will fall below
the level necessary to meet their most basic needs for any reason.” The
definition includes a quote from Bertrand Russell, which reads: “A cer-
tain small income, sufficient for necessaries, should be secured to all,
whether they work or not, and...a larger income .. .should be given to
those who are willing to engage in some work which the community
recognises as useful. On this basis we may build further.”?® “Thus,”
continues the definition, “with BIG no one is destitute but everyone
has the positive incentive to work. BIG is an efficient, effective, and
equitable solution to poverty that promotes individual freedom and
leaves the beneficial aspects of a market economy in place.” By this
definition, the basic income must meet basic needs and is seen as a
solution to poverty that works in tandem with a capitalist economy.
Virtually every other national affiliate of BIEN (there are now 17,
including the United States) includes a reference to subsistence, basic
needs, or the minimum necessary to lead a dignified life.?*

Two basic income initiatives are also worth considering. In Brazil,
former president Lula signed the goal of a basic income into law
in 2004, contingent on the nation’s economy and its budgetary
resources. The law reads in part as follows:

A citizen’s basic income is created from 2005 onwards, constituting the
right of all country nationals and forcigners who have been residing
in the country for more than five years, regardless of their social and
economic status, to receive, annually, a monetary benefit. .. The ben-
efit shall be extended to all citizens by stages, upon criteria established
by the Executive, and priority shall be given to the poorest segment of
the population. The amount of the benefit shall be the same to every
citizen and be enough to attend the minimum expenses of each indi-
vidual with food, education and health, with due regard to the stage of
development of the country and its budgetary capabilities.?
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The BIG .Coalition of Namibia, which sponsored one of the few basic
income pilots to date, defines basic income as follows:

A Basic Income Grant is a monthly cash grant that would be paid by
the state to every Namibian citizen regardless of age or income. The
money, which is paid to people not in need, is recuperated through
the tax system. The main benefit of the grant is its ability to improve

.cvcryone’s life by eradicating destitution and reducing poverty and
inequality.?$

If a survey of theoretical arguments, platforms of basic income net-
Works, and basic income initiatives does not yield a uniform defini-
tion, it nevertheless suggests the following essential criteria for a basic
income: basic income is unconditional in a way that differentiates it
from social insurance programs,; it is paid on an individual basis, not
ona household basis; unlike social assistance programs, basic inc’omc
is not mcans-tested; and it is a minimum income guarantee on which
othcr income sources can build, maintaining the incentive to work in
paid employment. This survey also suggests the larger ends to which
the basic income is a meéans: the alleviation, if not eradication, of pov-
erty, and the reduction of inequality. 7

. What remains inconclusive is the relationship between a basic
income and the rest of the fiscal apparatus of the state: whether the
basicincome is taxable; whether it is recuperated from the rich through
other taxes; whether other social insurance policies remain in place;
and so on. What also remains unclear is whether the basic income i;
ﬁxed or variable, and if so, under what circumstances. These ques-
tions are difficult to answer in the abstract, but their answers become
clearer in the context of an actual policy of redistribution that has
had to confront these choices in its implementation. I turn now to an
examination of Alaska’s PED.

5. Tue Araska PErRMaNeENT Funp DIvIDEND

Chapter 2 by Groh and Erickson in this volume provides a history
of the APF and the PFD, which I will not repeat at length here
but a brief summary illuminates the nature of the PED as comparcti
to a basic income. The 1958 Alaska Statehood Act granted the new
state hundreds of thousands of acres of land previously owned by
the federal government, and the Alaska Constitution mandated that
the state’s natural resources be used and developed for the maximum
benefit of its people. The lands chosen by the state included vast oil
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reserves, and oil leases soon began flooding the new state with rev-
enue. The first $900 million windfall from Prudhoe Bay oil explora-
tion leases was quickly spent, prompting the idea that some part of
the current windfall ought to be saved for future needs.?” Two enter-
taining memoirs by men involved in the creation of the APF and the
PFD—Jay Hammond, then governor of Alaska, and Dave Rose, the
first director of the Alaska Permanent Fund Corporation (APFC)—
tell the story of the political struggles over how to protect the oil
revenue windfalls and what to do with them. Their reports of the
discussions in the early 1970s reveal competing political philosophies
about the role and size of government, the nature of popular sover-
cignty, and the appropriate use of tax revenues. It’s not surprising that
what resulted was a compromise that pleased no one completely.

The ADPF was created in 1976 by a voter-approved state consti-
tutional amendment, mandating the creation of a permanent fund
whose principal was protected from being spent, and which was
funded by “at least twenty-five per cent of all mineral lease rentals,
royalties, royalty sale proceeds, federal mineral revenue sharing pay-
ments and bonuses.” This amounted to an eighth of all revenues gen-
erated by oil, according to Hammond, who had argued that half of
all il revenues should go to the APF.?® At first, the income earned by
the APF could be spent at the discretion of the legislature. In 1980,
the Alaska legislature created the APFC to manage the fund, which
is invested in a diversified investment portfolio designed to maximize
returns (rather than to invest in Alaskan development, as some had
hoped), and appropriated an additional $900 million into the fund.
That year the legislature also approved the Permanent Fund Dividend
Law. The first dividend check, $1,000 to each Alaskan resident in
the state for one year, regardless of age, was paid in 1982, funded by
an appropriation of oil revenues above the constitutionally mandated
deposit. The dividend remains a statutory, rather than constitutional,
mandate.

In the 28 years since the dividend law was enacted, the dividend
has ranged from a low of $331 to a high of $2,069.”” Allowable
spending from the APF is based on the average of the past five years’
realized income; by law, the principal cannot be spent (although the
APFC has argued, so far unsuccessfully, that the permanent value of

the fund will be best maintained by annual spending of 5 percent of -

total fund value, rather than tying spending to realized earnings).
This means that it is possible, in a severe investment downfall, for no
realized earnings to be available to pay a dividend, but this has not
yet occurred.
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6. Is THE PERMANENT FUND DIVIDEND A
Basic INncomE?

While Governor Hammond and others involved in its creation clearl
Wagted the PFD to play a redistributive and poverty eradication rolZ
s%mllar to a basic income, they were unable to win others to their
side. On the web pages of the APFC and of the PED Division of the
Departmer'lt of Revenue, the descriptions of the dividend are quite
bureaucratic and instrumental. There is no language about why resi-
dents of Alaska are entitled to this dividend, other than references to
Fhe constitutional amendment. There are no references to minimum
income, basic needs, or even unconditionally, though the latter is
implicit in the minimal conditions spelled out for eligibility.? On the
APFC website, the answer to the statement titled “Why is the Fund
successful?” reads as follows:

It keeps a diversified asset allocation. It was created by a Constitutional
amen.dmcnt. The APFC, which manages the Fund, receives legislative
oversight. The dividend program keeps the Fund in the public eye
The Fund has sound management practices, including performarz,ce.

oversight of managers. The Fund is i
. not used as an economic develop-
ment bank.?! op

It is striking that there is no mention of the ability to fund a PED as a
measure of the APF’s success; rather, the PFD is referred to only instru-
mentally, as a mechanism for keeping the public eye on the APF

Returning to the criteria for a basic income I identified abO\;e the
PED certainly meets the first three: it is unconditional in a Way’that
d}ffcrentiates it from social insurance programs; it is paid on an indi-
quual, not a household, basis; and unlike social assistance programs
it is not means-tested. It is particularly significant that the PED gocs’
to 1pd1Viduals, including children, as there is no child allowance in the
United States, and it is easy to imagine a different choice on the part
of t.hf: designers of the PFD to have limited it to adults only Well;are
pphcws in the United States are routinely scrutinized for ax.ly incen-
tives for increased childbearing. Did the PFD escape this scrutin
because Alaskans reject the dominant ideological distinction bctweer};
the “deserving” and “undeserving” poor?®? Or do the citizens of this
rugged and sparsely populated state accept the need to incentivize
population increases?

T.hc_: PFD-only minimally meets the fourth criterion, that it be
2 minimum income guarantee on which other income sources can
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build, because the dividend fluctuates on an annual basis depending
on the investment returns realized by the APF. Since its inception,
the PFD has had a significant degree of variability. Putting aside for
the moment the actual level, if recipients are unable to forecast the
level of the dividend in advance of its distribution in October of each
year, its usefulness as a minimum income guarantee on which other
income sources can build is limited. This problem could conceivably
be addressed by using economic forecasting to inform recipients of
the anticipated level to facilitate their planning, but it is not currently
a feature of the PFD. Finally, the PFD does maintain incentives to
work in paid employment.

Regarding the ends of a basic income, however, the PFD does not
meet the goals of either poverty eradication or reductions in inequal-
ity, and contributes only modestly to poverty alleviation. The dividend
is only a small percentage of the US poverty threshold, which is itself
an imperfect proxy for the social minimum. In 2008, when the PFD
reached its highest level at $2,069, the individual poverty threshold in
the United States was approximately $11,000; for a family of four it
was approximately $22,000. Thus, at its highest level, the PFD would
have provided less than 20 percent of the income necessary for an
individual to reach the poverty threshold, but almost 40 percent of the
income necessary for a family of four to reach the poverty threshold—
not a bad start toward a minimum income guarantee. However, at its
Jowest level in 1984, the percentages of the poverty threshold were
only 6 percent for an individual and 12 percent for a family of four. (In
2010 the percentages were 12 percent and 23 percent, respectively.)
Furthermore, APF earnings are likely to track overall economic condi-
tions, meaning that dividends will be lower during economic down-
turns, precisely when recipients need them most. Thus, on the basis of
its level alone, the PFD is at best a partinl basic income, and in some
years, a trivially low partial basic income.

Given its fluctuating nature, it is difficult to see the PFD as an
effective antipoverty measure. Governor Hammond wanted oil rev-
enues to address rural and elderly poverty, but this was not a dom-
inant strain in the discussions around the creation of the APF or
the PFD. Hammond also wanted the PFD to be distributed accord-
ing to length of residence in the state, rewarding the pioneers who
had invested the most of their own time and energy into building
Alaska.33 In fact, many of those involved in the creation of the perma-
nent fund explicitly rejected the “socialist” and redistributive aspects
of the proposed PED.** The PFD was conceived, rather, as a mecha-
nism to distribute some of the profits of the windfall created by the
unusual oil resources owned by the state to all Alaskans—a worthy
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intc%ntion in line with the rationale for resource dividends, but not an
antipoverty measure.

Finally, because of its flat and universal nature, the PFD on its
own makes a very modest contribution to the reduction of inequal-
ity. But the PFD together with the elimination of the state individual
income tax that was part of its founding has an overall regressive
effect on income distribution. To have a significant redistributive
f:ffect, the PFD would have to be recouped from wealthy individuals;
in the absence of a progressive state income, consumption, or Wealtl;
tax, the PFD would have to be distributed on a sliding ’scale with
larger dividends given to those with less income from other sources
and smaller dividends given to those with more income from othe;
sources, rather than as a uniform flat payment.

. There is evidence, however, to support the claim that the PFD is
intended to serve other goals more directly. First, as noted on the
APF’s website, the PFD “keeps the Fund in the public eye” and
thus constrains the legislature’s ability to drain the fund for other
purposes; this goal is preeminent in accounts by participants in its
creation. Second, as indicated by the residency requirement for recipi-
ents, the PFD is designed to entice residents to come to Alaska, the
most §parsely populated state in the United States, and to stay tflCI‘C.
Most importantly, the PFD achieves the goal of sharing a portion of
the state’s wealth with all its residents.3

Rather than fulfilling the goals of even a partial basic income, the

APF embodies a measure of intergenerational justice by saving a ’por—
tion of current revenues from nonrenewable natural resources for future
generations, a worthy goal, and one highlighted in the APFC’s annual
report. Under the current fiscal regime, the contemporary generation
bcpeﬁts from the state’s oil wealth collectively through oil revenue con-

tr}bu.tions to the annual state budget, and individually through the

elimination of the income tax and through the receipt of the dividend;

fgture generations will benefit from the preservation of the APF’s prin-’

cipal, which may continue to fund a PFD or be repurposed to fund

other expenditures. Thus, the dividend is both a current individual

benefit and a means of protecting the principal from current use. The

PFD should be considered a resource dividend, and it is a good model
for resource dividends elsewhere, but it is not a basic income.

7. Courp THE PFD BecomEe A Basic INcome?

B.cc.ausc the PFD is universal, individual, and unconditional, the
dividend itself has the structural potential to evolve smoothly into a
resource-financed basic income. All that would be required would be
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to increase the amount of the APF earnings directed to dividend pay-
ments to an agreed-upon social minimum. Using the fe(-ic.ral poverty
threshold for a family of four as a proxy for the social minimum, this
would mean increasing the annual dividend to almost $§,600 per per-
son; using the individual poverty threshold would require a dl'VldCIld
of over $11,000 per person. At the current APF Jevel (approximately
$40 billion in 2011) and current population (approximately 7_00,000
residents in Alaska), this would require a fourfold to ninefold increase
in the $858 million in APF earnings directed to the dividend, 1.0
to 20 percent of the APF’s value on an annual basis for a full basic
income. '

It is impossible for the APF to devote this level of funding to 'the
dividend on a regular basis and maintain the value of the principal
for future generations, but a partial basic income could be ﬁ'lndcd on
a stable basis as long as the legislature is willing to appropriate addi-
tional funds to supplement APF earnings in years with poor invest-
ment returns, or to recoup the dividend from high earners thl.rough
an income tax. Alternatively, other state revenues, including oil rev-
enues beyond those subject to the constitutionally mandated co.ntri—
bution, could be added to the APF to increase its size agd earnings,
and the state operating budget could be supplemented with revenues
from income or wealth taxes. Given the decision to repeal the income
tax and not to devote a greater proportion of oil revenues to the APF
when revenues were considerably higher than they are now, and with
no evidence of interest in a basic income among Alaskans, this seems
unlikely. This is not to suggest that “path dependency”“.has m.ade
alternative fiscal regimes impossible in Alaska, only that thl.S particu-
lar fiscal regime—one that does not guarantee a MiNIMUM INCOME—
seems to suit the residents of this particular state.’”

8. CoNcLUSION: LESSONS OF THE
PrrRMANENT FunD DIVIDEND FOR
Basic INcoME ADVOCATES

If we agree that basic income is to have a robust relation to basic -

needs and that it is meant to reduce inequality, the Alaska PFD, as
important a benefit as it may be for poor Alaskans in parFicglar, does
not meet the criteria for a basic income. Therefore, it has limited value
as 2 model for basic income schemes in other parts of the world. It
is notable that there has been no movement in Alaska to move from
the variable dividend to a stable basic income, either partial or full—
something that its large oil revenues and small population would make
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possible. In addition, an important part of the social contract under-
lying the PFD appears to be the APF’s role in eliminating income
taxes, thereby limiting the progressive aspects of the PFD.

Also notable is the fact that the Alaska PFD has not in its 30-year
history inspired the creation of other resource dividends in the United
States. Despite the claim that oil resources are only one form of com-
mon resources that can be taxed to provide a dividend for citizens,
the Alaska case so far seems an exceptional one based on the rare
situation of an oil-rich region, and it may serve as 2 model only for
other oil-rich regions. In some ways, the modest US EITC, a nega-
tive income tax deliberately designed to supplement the income of
low-wage workers, provides a more promising model for a minimum
income guarantee than the PFD.38

One need not criticize resource dividends to distinguish them
from a basic income. It is certainly preferable to have oil profits dis-
tributed broadly rather than to end up in the pockets of only a few
corporate executives, wealthy shareholders, and political cronies. But
a basic income, partial or full, is such a radical departure from con-
temporary practice and ideology that it will likely only be achieved
if it is designed with the twin goals of unconditionality and poverty
alleviation from the start.

The PFD does serve as an excellent model for the conceptualiza-
tion of natural resources as commonly owned—an important step
along the path to acceptance of the idea of a basic income. It provides
a model of cash transfers to individuals without any stigma of depen-
dence, fraud, waste, or failure—attributes often attached to recipients
of other government cash transfers. The PFD’s funding source in
natural resources rather than in taxes on individual income or wealth
seems to exempt its recipients from any need to justify their use of the
dividend, and to exempt the transfer as a whole from the “socialist”
label. This suggests that basic income schemes tied to a Georgist sys-
tem of taxation are likelier to win wide acceptance than those funded
by progressive income taxes or employment rents—funding sources
more directly linked in the public mind to individual effort and
achievement. But a resource dividend’s merits cannot be considered
in isolation from the overall fiscal regime of a region or nation; while
redistribution may be more acceptable to the electorate if funded by
resource wealth rather than income taxes, inequality cannot be fully
addressed without a progressive tax structure on individual earnings
or wealth.

For those who want to use the Alaska model in other regions, the
questions that remain are whether natural resources in non-oil-rich
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communitiés are valuable enough to fund full or partial basic incomes; 21. Clark 2003. His proposed basic income ranges from about $3,500
the extent to which other state or national constitutions include for minors to about $8,000 for senior citizens in 1999 dollars.
explicit references to communal ownership of natural resources; and 22. Zelleke 2007. This amounted to a minimum basic income of $6,000

in 2004 dollars, using 2004 US poverty thresholds.
23. Russell 1996 [1918], 93.

24. Links to national affiliates of BIEN are available at Basic Income

whether resource dividends can be successfully linked to progressive
income tax schemes in order to reduce inequality while providing a
more substantial income floor than the PFD has provided to date.
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