
ery three months. In the first and final inter-
views, the survey also collects additional data
on the household’s demographic, income, and
asset information. I extract and merge the data
from the family and detailed expenditure files to
create one observation for each household cov-
ering January 1980 to March 2001.

To improve the reliability of the estimates, I
make the following cuts. I drop any family that
lived in student housing. Households that do not
have information on family size or the age of
the head of the household are also dropped.
Households are also dropped if they lacked
food-expenditure data for any month. In addi-
tion, since the Alaska Permanent Fund pay-
ments were made throughout the year in 1982
and 1983, I drop the families interviewed in
these two years. Lastly, to ascertain that the
analysis is focused on Alaskan residents who
received the dividend payments, I drop any
family that reported having moved in the pre-
vious six months.

The CEX interviews about 80 households in
Anchorage every year, but after the various cuts
are made, I end up with a sample of roughly 800
households from 1980 to 1981 and from 1984 to
2001.7 Table 1 presents some summary statis-
tics on the Alaskan sample. The second column
presents similar statistics for households in the
other 49 states using a similar cutoff criteria.
The dividend fund income is calculated by mul-
tiplying the amount of the dividend payment
each year by family size. Consumption is bro-
ken down into expenditure on durables, non-
durables, and the main types of nondurable
goods.8 As can be seen, the Alaskan residents in
the CEX are younger than households in the rest
of the country. In addition, they have higher
incomes and expenditures than households in
the other 49 states, but half of this gap disap-
pears once an adjustment is made for the higher
cost of living in Alaska.9

III. Main Excess Sensitivity Tests

The main empirical test is to examine
whether the seasonal pattern of consumption in
the last two quarters of the year varies with
differences in the size of the Permanent Fund
payout across different households. Using the
variance in the amount of these payments across
time and across families of different sizes to
identify their effect on households in Alaska, I
estimate the following specification of the linear
Euler equation:

(1)

log�Ch
IV

Ch
III� � �1

PFDt � Family Sizeh

Family Incomeh
� z�h�2

where h indexes households, PFDt is the size of
the Permanent Fund payout (per person) in year
t, family income is the household’s average

7 Since the CEX “recycled” its family identification
numbers in 1986, households can not be matched between
1985 and 1986. Because of this, I do not have any usable
observations from 1985.

8 Gifts given to someone outside the household are ex-
cluded from the consumption measures. See the Data Ap-
pendix for details on the definition of the different
consumption categories.

9 Data collected by the American Chamber of Commerce
indicates that the cost of living in Anchorage is 23 percent

higher than in the rest of the country (Alaska Economic
Trends, June 2000, Table 9, available at http://www.
labor.state.ak.us/research/col/col.pdf).

TABLE 1—SAMPLE STATISTICS

Alaska Other 49 states

Mean Standard
deviation

Mean Standard
deviation

Monthly consumption (July–September)

Nondurable consumption 1,107 (998) 792 (656)
Food and alcohol 412 (221) 310 (211)
Apparel and services 109 (139) 83 (119)
Entertainment and

personal care
161 (744) 83 (358)

Durable consumption 713 (1,178) 528 (1,097)

Monthly Consumption (October–December)

Nondurable consumption 1,109 (646) 802 (601)
Food and alcohol 396 (210) 296 (197)
Apparel and services 140 (186) 103 (147)
Entertainment and

personal care
142 (208) 83 (236)

Durable consumption 643 (962) 512 (996)
Family size 2.7 (1.5) 2.6 (1.5)
Age 42.1 (13.3) 48.9 (17.6)
Pretax family income

(monthly)
2,898 (2,341) 2,068 (2,169)

Alaska dividend fund
income (per family)

2,048 (1,310)

Number of observations 806 56,801

Notes: All nominal values were converted to 1982–1984 dollars.
Alaska dividend fund income is for observations from 1984–2000.
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