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Abstract

How do redistributive institutions transform the relationship between resource ex-
traction and regional development in high-income democracies? Large energy projects
are now widely expected to deliver tangible benefits to affected communities, and
benefit-sharing institutions have emerged as a preferred mechanism to channel these
gains. Yet because these benefits are funded through non-tax, windfall revenues that
political economy theories associate with rent-seeking and distorted spending, it is un-
clear whether such institutions truly foster development or simply repackage familiar
pathologies. This paper examines the Columbia Basin Trust (CBT), created in 1995 to
compensate communities affected by the Columbia River Treaty in British Columbia,
Canada. Using the synthetic control method, we estimate that windfalls distributed
by the CBT generate a small but positive cumulative effect on local economic devel-
opment, roughly adding an additional year of growth over a decade. Additionally,
analysis of grant allocations suggests that politically experienced and long-tenured di-
rectors do not systematically steer funds toward their home regions, indicating limited
pork-barrel behaviour. Taken together, these results suggest that while standard po-
litical economy accounts of unearned income may be too pessimistic, benefit sharing is
no panacea for growth.1

1Thank you to John Janmaat, Jamye Jones, Nikolay Marinov, Laura Montanaro, Johanna Rickne, Jake
Ricks, Christopher Schulz, Jon Slapin, Martin Steinwand, Joanne Taylor and John Wagner for comments
and questions. This is a working draft. Please do not cite without permission.



1 Introduction

Large clean-energy projects, such as hydro-power, are now widely expected to deliver tangi-

ble benefits to the communities they affect. In recent decades, governments and international

organisations have promoted benefit-sharing mechanisms as a way to transform disruptive

infrastructure into engines of regional development (on Dams, 2000a; Schulz and Skinner,

2022). These arrangements dedicate non-tax, windfall revenues from resource extraction to

affectexd regions and often embed them in participatory local governance institutions that

are meant to ensure accountability and responsiveness to local needs (Lockwood, 2010; Casey,

2018; Mansuri and Rao, 2012). Work on multi-level governance and fiscal federalism simi-

larly contends that allocating authority across multiple levels of government enhances policy

flexibility and allows programmes to adjust to local variation, which should improve out-

comes (Liesbet and Gary, 2003; Inman and Rubinfeld, 1997; Oates, 1999). Viewed through

this lens, benefit-sharing offers a way to “get the institutions right” (Rodrik, 2004): local,

participatory institutions should be able to convert the promise of clean energy into sustained

improvements in regional well-being and economic growth.

At the same time, a vast political economy literature offers reasons for caution. The

literature on the resource curse, for example, emphasises that windfall revenues from natural

resources and other non-tax sources are vulnerable to rent-seeking, patronage, and inefficient

public spending, particularly when citizens do not see these revenues as part of a normal

fiscal bargain (Ahmed, 2012). The distributive politics literature similarly shows that when

political actors control geographically targetable funds, they frequently allocate resources in

ways that prioritise electoral advantage or narrow constituencies over broad-based develop-

ment (Ferejohn, 1974). Even in high-capacity democracies, non-tax revenues can weaken

accountability, encourage opaque decision-making, and distort spending priorities. From

this perspective, regional benefit-sharing mechanisms do not necessarily solve the problems

associated with unearned income; they may simply shift distributive conflicts into the realm

of local politics.
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This article examines the relationship between benefit-sharing, economic development

and distributive politics by analysing the Columbia Basin Trust (CBT), a benefit-sharing

mechanism established in British Columbia, Canada, in 1995, to compensate communities

for the costs of reservoir construction under the Columbia River Treaty. The CBT chan-

nels ongoing revenues derived from hydropower operations into a defined service area and

is governed by a Board of Directors with strong local ties. Its design reflects core principles

emphasised in the participatory development and multi-level governance literatures: local

representation, stable funding, and broad discretion to invest in economic, social, and envi-

ronmental projects (Penfold, 2013). As a regional institution embedded in a high-capacity

federal democracy, the CBT offers a particularly favourable setting for optimistic claims

about benefit-sharing. If benefit-sharing institutions can convert windfalls into broad-based

development while avoiding severe politicisation, one should observe it here.

Empirically, we combine a quasi-experimental design with an analysis of distributive out-

comes. First, we use the synthetic control method to estimate the long-term effects of the

CBT on local economic development. By constructing a counterfactual trajectory for the

Columbia Basin region from comparable areas that did not receive similar benefit-sharing

arrangements, we estimate that the CBT has generated a small but positive cumulative

impact on regional economic performance — approximately one additional year of growth

over a ten-year period. Second, we examine the spatial distribution of CBT grants in rela-

tion to the political experience and tenure of members serving on the Board of Directors.

Contrary to expectations from distributive politics, we find that politically experienced di-

rectors and those with longer board tenures are associated with lower funding to their home

districts, suggesting that directors make limited efforts to direct funds to their own regions.

Taken together, these results provide qualified evidence that benefit-sharing institutions in

high-income democracies can modestly promote economic development while avoiding some

of the classic political distortions associated with windfall revenues. Benefit sharing, however,

is far from a cure-all.
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2 Literature Review

Bene�t Sharing and Local Participation

According the World Bank, benefit sharing from hydropower is “a framework for governments

and project proponents to maximize and distribute benefits across stakeholders, through

relevant spatial and temporal scales by use of various mechanisms, and consistent with the

principles of sustainability” (Johnson and Cimato, 2018, p.1). Researchers articulate that

benefit sharing goes beyond compensating locals for lost assets such as land and housing.

Rather, benefit sharing aims to contribute to long-term community development for those

living in affected areas. Benefit sharing is thought to succeed when the benefits accrued are

over and above those that would be expected in their absence (Schulz and Skinner, 2022,

p.83). Schulz and Skinner (2022) chronicles the development of benefit sharing in the water

sector. These scholars find that benefit sharing is increasingly supported by multilateral

institutions and often (though not always) have an international or transborder scope. The

provision of benefits are always targeted at local area residents affected by the hydroproject

though what defines the “local area” varies across place and time.

The benefit sharing literature is increasingly entwined with the literature on local level

governance. This is because researchers demonstrate that local level participation is a nec-

essary condition for successful benefit sharing. While there is little consensus on the forms

that benefit sharing should take (i.e. investment in schools, roads, hydro, community events,

scholarships, equity stake), there is near consensus that community members must partici-

pate in (some) decision-making processes (Morgera, 2016; Vanclay, 2017). Indeed, as cited in

Castro-Diaz et al. (2023), scholars have highlighted the importance of participatory process

in the context of hydroproject development (Garćıa et al., 2021; on Dams, 2000b). Empir-

ically, Castro-Diaz et al. (2023) use qualitative coding of local governance mechanisms to

assess benefit sharing and local participation. The four dimensions they consider are: local

participation, consultation and information, choice of resettlement and negotiation rights.
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These authors argue that one key predictor of successful local participation is ex ante par-

ticipation rather than ex post participation.2

Outside the context of benefit-sharing, political economists have long argued about the

strengths and shortcomings of local participatory institutions. Some researchers argue that

local institutions that engage ordinary citizens in the public policy process within local

government improves the chance of policy success (Casey, 2018). Other scholars show that

multiple levels of government helps provide greater policy flexibility (Liesbet and Gary,

2003; Mansuri and Rao, 2012). Flexibility is thought to mean that policy can better adjust

to local variations, which is also expected to increase success (Inman and Rubinfeld, 1997;

Oates, 1999). Viewed this way, participatory local governance institutions are examples of

“getting the institutions right” (Rodrik, 2004). By getting governance right, benefit sharing

mechanisms that enable local participatory institutions are therefore those most likely to

improve local economic conditions.

The benefit-sharing literature presents regional benefit-sharing institutions as a way to

transform disruptive hydropower projects into engines of long-term local development, par-

ticularly when affected communities are represented in decision-making. By contrast, the

resource curse literature warns that large, unearned revenue streams are structurally prone

to rent-seeking, misallocation, and conflict, especially when political actors can treat them as

windfalls. Work on pork barrel politics similarly shows that, even in high-capacity democra-

cies, elected officials and appointed boards often allocate discretionary funds strategically to

favoured constituencies rather than according to developmental need. The Columbia Basin

Trust sits at the intersection of these claims: it is a purpose-built benefit-sharing institution

in a high-capacity, Global North setting, with formal regional representation and a dedicated

pot of hydropower revenues. If the optimistic view of benefit-sharing is correct, we should

observe the Trust overcoming the classic problems associated with resource windfalls. If

the skeptical insights from political economy literature hold, we should instead see familiar

2For an excellent review see Dellepiane-Avellaneda (2010).
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patterns of politicised distribution.

When things go wrong?

Why would places that collect resources from windfalls be made worse o�? There are

two main stands of the literature that suggest caution: the literature on resource-curse or

unearned income and the literature on pork barrel politics and redistributive politics.

Research shows that there are many negative e�ects from windfalls including de-incentivising

the government from collecting taxes, bolstering corruption, encouraging the political sur-

vival of \bad" incumbents, or incentivising candidates who care mainly for the spoils of o�ce

(Nikolova and Marinov, 2017; Pack and Pack, 1993). One study on the e�ects of remittances

in Latin America shows that remiitances enable households to depend on outside sources of

income from family members abroad. As payments come in, households are able to pay for

services normally provided by the state, such as education and healthcare. The more that

households are able to substitute private services from government services, the more dis-

connected they are from politics (Ahmed, 2012); this detachment is thought to arise because

the traditional representation link created by taxation { where taxpayers monitor and hold

politicians accountable { is weakened.

A meta-analysis by Havranek et al. (2016), however, suggests that several factors can mit-

igate the negative consequences of windfalls, including institutional quality, the investment

climate, the type of resource, and the degree of resource abundance. For instance, Havranek

et al. (2016) argues that countries rich in hydropower experience a di�erent kind of \re-

source curse" than those that bene�t primarily from oil. This picture is further complicated

by cases such as Canada and Norway, which while Northern countries, are also endowed with

both oil reserves and hydropower. The existing literature does not clearly address how these

factors interact; in particular, it remains unclear to what extent a positive feature, such as

high institutional quality, can o�set the potentially harmful e�ects of another, such as oil

wealth.
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One signi�cant drawback from the above literature is that research is conducted at the

national level rather than sub-national or regional level. This is problematic because, when

we shift to bene�t-sharing, the locus of bene�t sharing is sub-national or regional level. Here,

there is signi�cantly less research and the evidence is more limited though points to the fact

that electoral accountability matters. Studying Bulgaria, Nikolova and Marinov (2017) �nd

that politicians personally bene�t from disaster relief awards. These authors convincingly

show that municipal politicians misappropriate funds and that mayors most likely to do

this are also mayors who do not seek reelection. Importantly, these authors suggest that

endowment in windfalls can change the types of candidates that enter and exit the political

marketplace, with the political marketplace replacing corrupt candidates with (presumably)

better candidates. On the other hand, Andersen and S�rensen (2022) show that, in the case

of Norway, Norwegian mayors do not personally bene�t from hydropower windfalls. Instead,

these researchers �nd that mayors redistribute windfalls to citizens through municipal-level

spending. These authors speculate that the reason why mayors do not \take the money and

run" is due to high levels of voter turnout and voter information in Norwegian municipal

elections, though this mechanism is untested.

Redistributive Politics

Pork barrel politics refers to the practice of allocating public funds to speci�c local projects

primarily to secure political support rather than to serve broader policy goals (Ferejohn, 1974;

Mayhew, 1974; Shepsle and Weingast, 1981). The underlying assumption is that rational,

vote-seeking politicians maximise electoral returns by channeling visible, localised bene�ts,

even at the expense of e�ciency or equity. Within legislative systems, the mechanisms

that enable pork barrel politics are speci�cally institutional. They arise as a consequence

of committee assignments, budgetary procedures, and seniority systems. In addition to

pock being a strategy persued by politicians with electoral goals, the literature also makes

predictions about the political experience. Legislators with longer tenure are expected to gain
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greater control over appropriations or access to key decision-making venues, allowing them

to deliver more resources to their constituencies. As Mayhew (1974) observed, the incentive

structure of representative democracy makes such behavior almost inevitable: legislators

engage in \credit claiming" by linking speci�c public expenditures to their own actions.

The result is a self-reinforcing cycle where seniority and electoral incentives are expected to

converge to sustain distributive policymaking. The political bene�ts of targeted spending

persist because they strengthen incumbency advantages and local political networks.

While the form of pork barrel politics varies according to institutional design, the core

logic remains constant: political actors seek to direct tangible bene�ts toward identi�able

communities in exchange for loyalty, legitimacy, or electoral support. Importantly, the pres-

ence or absence of direct electoral accountability does not fully eliminate these incentives.

Bureaucrats, appointed o�cials, and members of public boards may also engage in regionally

targeted decision-making, particularly when their positions are linked to political actors or

when they perceive reputational rewards for bene�ting speci�c constituencies. Thus, the

concept of pork barrel politics be extended beyond legislatures to hybrid governance ar-

rangements, such as bene�t sharing mechanims, where discretionary control over resource

distribution exists but formal electoral mechanisms are absent.

How does this literature all �t together? These three literatures point in di�erent di-

rections. Advocates of bene�t-sharing emphasize the potential of regional institutions to

convert hydropower revenues into equitable, long-term development. Research on the re-

source curse by contrast highlights the risks associated with unearned income, while work

on pork barrel politics highlights the incentives for spatially targeted, politically motivated

spending. What we do not yet know is how these dynamics play out when large hydropower

windfalls are embedded in regional bene�t-sharing institutions in high-capacity states. Do

such institutions realize the promise of bene�t-sharing, or do they replicate the very dis-

tributive and political distortions that the resource curse and distributive politics literatures

would predict? This is the puzzle that the Columbia Basin Trust allows us to address and
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the next sections test the following hypotheses.

Hypothesis 1 Economic Growth: In the absence of strong local institutions or ac-

countability mechanisms, hydropower windfalls distributed through the Columbia Basin

Trust (CBT) will exhibit symptoms of the resource-curse, such as reduced local economic

development and ine�cient use of resources.

Hypothesis 2 Distributive Politics: Fund managers with electoral experience are

associated with less e�cient and more politically targeted allocation of bene�t-sharing re-

sources and this is likely to be larger the longer their tenure on the board.

3 Bene�t Sharing and Local Economic Development

As mentioned above, the Columbia River Treaty is an international river treaty between

Canada and the U.S., which was signed in 1961. Some of the treaty conditions expire in 2024

and the treaty is currently being renegotiated which has made it interesting to a number of

community activists, scholars and residents { though renegotiation was stopped by President

Trump in his second term. The Canadian side of the Basin includes all the watersheds that


ow into the Columbia River. The original Columbia River Treaty led to the construction of

three giant water storage reservoirs named Keenlyside, Mica and Duncan dams. The Basin

region therefore acts as a giant watershed and these dams are the water storage facilities.

According to the CBT website, the Canadian portion of the Basin contributes approximately

40 per cent of average river 
ows and about 40 per cent of runo� for the entire Basin region

(including both the American and Canadian side). The Canadian side of the Basin alone

is geographically equivalent to the size of Austria and the entire Basin (both the Canadian

and American side), is equivalent to the size of Texas.

The CBT's governance structure features a twelve-member Board of Directors, with

appointments made by regional districts, the Ktunaxa Nation, and the provincial govern-

ment. Although these directors are not directly elected, they represent distinct subregions
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within the Basin and operate within an environment of scarce resources that are to be dis-

tributed. Some directors (33%) have electoral experience, ranging from being Members of

the Legislative Assemblies (MLAs), electoral representatives of regional districts, commu-

nity mayors and counsellors. Thus while nomination onto the board itself might be based

on appointments, electoral experience or future electoral ambitions might be important con-

siderations for board-members. This structure creates conditions in which distributive be-

havior|analogous to pork barrel politics|can emerge. Board members may advocate for

their own regions, emphasizing local needs or strategic importance in order to secure fund-

ing for nearby projects. The degree to which such tendencies manifest, however, depends

on individual and institutional factors that shape the incentives and capacities of board

members.

In order to estimate the economic e�ects of the creation of the CBT on local develop-

ment, we use the synthetic control method. The synthetic control method is a relatively

data intensive statistical method that constructs a synthetic counterfactual using (weighted)

units that are not treated (Abadie and Gardeazabal, 2003; Abadie, 2021). It then compares

the treated unit with the constructed counterfactual. The researcher then interprets any

di�erence in the treated and counterfactual as the causal e�ect of the treatment. Some of

the bene�ts of the synthetic control include that the counterfactual construction is trans-

parent and that the combination of units usually provides a better comparison than a single

comparative case unit. The method is also commonly used for statistically investigating

infrequent events, such as the creation of the CBT.

In order to uncover the causal e�ect of the CBT on local economic development, we

need a counterfactual. Using the synthetic control method, we construct synthetic units,

sometimes called \donor units" from other development regions in B.C. Development regions

are regional entities used to conduct regional analysis within Canada.3.4 Canada has 76

development regions nationally where a development region is made up by grouping whole

3They are quite geographically large in some cases given that the population is relatively small
4Information on Standard Geographical Classi�cation
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census divisions. The province of B.C. has eight development regions. Figure 1 shows the

mapping of development regions for the Province of B.C.

The economic region shown as \Kootenay" in Figure 1 almost overlaps with the area of

the Basin. The Kootenay development region includes the Regional Districts of Kootenay

Boundary, Central Kootenay, and East Kootenay. The Columbia Basin-Boundary Region

contains the entire Kootenay Development Region and portions of the Thompson-Okanagan

Development Region (Revelstoke, Golden, and Columbia Shuswap electoral areas A and

B) and the Cariboo Development Region (Valemount). Unfortunately Revelstoke, Golden

and the Columbia Shuswap areas are not included in the Kootenary development region so

their growth (or lack thereof) is omitted from the analysis. However, this means that we

likely under estimate rather than over estimate the e�ects. For the purposes of the synthetic

control, we take the Kootenay region to be the treated unit and the seven other B.C. economic

regions as the donor units. As we will see, the Thompson-Okanagan development region

doesn't contribute much to the donor pool and the results are robust if we remove it from

the analysis entirely.

Figure 1: (a) Regional District Boundaries (b) Columbia Basin Area
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Our main dependent variable is local economic development. Statistics Canada only

releases provincial GDP data and not regional GDP. As a proxy, we measure economic

in development regions using the number of business incorporation registrations. We use

the number of business incorporations per 10,000 people. British Columbia Statistics (B.C.

Stats) publishes data on incorporations by development region, Regional District and Munic-

ipality from 1990 onwards. As a robustness check, we also examine the correlation between

incorporations and annual building permits. Unfortunately, this data is only available from

2002 onwards. As shown in Figure 2, however, there is a positive association between incor-

porations and building permit dollars for the development regions over time for data that is

available.5

We use a number of other observable socioeconomic variables as inputs for the synthetic

control. The main variables that we use includes the size of the male population, unem-

ployment in goods, services, and tertiary sectors, and employments in goods, services, and

tertiary sectors.

One requirement of the synthetic control method is that the time period is relatively

long. In this case, we need a data before and after the treatment. Unfortunately, historical

data for each development region in B.C. is sometimes patchy, especially for some regions

prior to 1990. We looked for other data, for example Census and Provincial data, to �ll in

these gaps but they were either of lower frequency (Census data is only every 5 years) or

at a higher level of aggregation (i.e. data at the provincial level). In order to account for

missing data, we created complete datasets using multiple imputation in Amelia (Honaker

et al., 2011). We use simulation and create 1000 imputed data sets. This has the advantage

of allowing us better coverage at the start of the time series however because the data is

imputed, we also want to account for the uncertainty in the estimates. Rather than run the

synthetic control method on a average of these datasets, we run the synthetic control for

5Note that we suppressed the Lower Mainland from the plots to highlight variation in the other areas
however, in calculating the relationship, we included it also. There is a strong and signi�cant association
between Incorporations and Building permits across regions and over time.
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Figure 2: (a) Incorporations (b) Total Building Permits ($ 000) by Development Region

all 1000 of the imputed data sets and present distributions of estimated results rather than

point estimates.

More formally, we haveJ = 7 units for the counterfactual donor units and our time

period is T = 1986 � 2019. Our treatment event occurs atT0 = 1995. Our estimation

equation is therefore:
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Ŷ N
1t;k =

JX

j =2

! j Yjt;k (1)

� 1t;k = Y1t;k � Ŷ N
1t;k (2)

Where Y N
1t;k is the counterfactual construction fromJ weighted units onk dataset and� 1t;k

is the estimated causal e�ect for datasetk. Note that we ignore the $2 Million annual

investments made to the CBT from the province between 1995 to 2010 and focus only on

the endowment in 1995, treating the endowment like a one time windfall shock. We also

do not account for returns to any investments or interest earnings that the CBT may have

reinvested. All of these modeling decisions mean we take a conservative and static view of

how much money the CBT injected into the region.

Before moving to the main results, we �rst want to examine the counterfactual construc-

tion. The synthetic control methods is similar to matching in that you want the treated and

synthetic units to match on observable (and unobservable) factors. Table 1 reports the match

on the data that we use. We can immediately see that the sample mean male population

in the province is much higher than the treated and synthetic unit. Similarly, the sample

mean employment in tertiary sector is much higher than in the treated and synthetic unit.

This is not surprising as the Basin region is rural not urban and traditionally has higher

employment in natural resource dependent sectors of the economy.

Table 1: Matching on s: Treated and Synthetic Units

Treated Synthetic Sample Mean
Unemployment Tertiary 43.59 44.34 51.57
Unemployment Goods 61.32 107.42 98.54
Unemployment Services 50.93 43.67 50.67
Employment Tertiary 388.58 389.73 1,844.21
Employment Goods 289.60 158.43 653.31
Male Population 70,611 70,823 266,419
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When we look at the donor units weights, we see some interesting patterns. Table 3 shows

that the donor units are mainly drawn from the economic regions of the Cariboo, North

Coast, and Nechako and the North East. The Lower Mainland (which includes Vancouver

and the surrounding area) does not contribute at all. This is unsurprising as the Lower

Mainland is the most urban area in the province. We were somewhat surprised to �nd that

the Nechako and North East region contributes more than the Vancouver Island. We also

check this across all 1000 of our datasets to make sure that the results are consistent and we

�nd that to be true.

Table 2: Donor Unit Weights

Region Weight
Vancouver Island 0.06
Lower Mainland 0.00
Thompson Okanagan 0.05
Cariboo 0.30
North Coast 0.47
Nechako and North East 0.13

As a sanity check, we also turn to more recent statistics to see whether or not the economic

regions contributing the most to the synthetic unit continue to make sense out of sample.

We examine the regional outlook published by WorkBC for the Cariboo, North Coast and

Nechako and the North East for the year 2023. Here we see that the combined population

of the North Coast, Nechako and the North East is roughly two-thirds of the population of

the Kootenay or Cariboo region. We also see that in terms of unemployment levels, as of

December 2023, the Kootenay region had the highest level of unemployment but also the

highest level of job openings. Finally, employment levels are consistent across the regions.

Given our sample ends in 2019 and these regional statistics are still matching years later, we

are more con�dent that are donor units are appropriately selected.

Figure 3 shows the results of the synthetic control using the donor units as the coun-

terfactual and 1995 as the treatment year. Because we are using 1000 datasets rather than
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Table 3: 2023 economic region overview: Source WorkBC

Region Population Employment Unemployment Job Openings
Kootenay 143,300 81,000 7.1% 21,930
Cariboo 148,000 86,800 5.6% 18,460
North Coast and Nechako 69,000 44,800 5.9% 15,380
North East 56,300 37,600 4.1% 9,660

an averaged dataset, we can also see the estimate distribution and the associated uncer-

tainty. Inspecting the results, we can observe an inverted u-shaped pattern. This inverted-u

is especially pronounced between 2001 and 2013. Over the time period, the CBT seems to

have small, positive cumulative causal e�ect on local economic development, adding approx-

imately 560 incorporations in total. The e�ects show a slow build rather than an immediate

response. Also interesting is that the e�ects are short lived, leveling o� to null e�ects by

2013. Uncovering these types of time dynamics is one of the strengths of the synthetic control

method.

While the above tells us something about the number of estimate new businesses, this

number does not provide information on the substantive e�ect of such an increase. To put

things into perspective, the State of the Basin, which is a periodical that puts together

information on the Basin, reports that between 2021 and 2022, the entire Basin region saw

an annual increase of 1.4% (+528 businesses) over this one year period. Thus the e�ect size

estimated above is equivalent to an annual 1.4% increase in business growth, but rather than

be annualized, this is stretched over 10 years.

In order to make sure that are estimates are robust, we do a number of checks including

leave one (region) out and backdating. For leave one out analysis, we make sure that the

results are not sensitive to the inclusion or exclusion of any one region and consequently

check the model for sensitivity to unit weights. To do this we do as the name implies and re-

run the analysis but hold out one of the economic regions each time such thatJ = 6. Table 4

and Figure 4 show the estimated weights and the synthetic control results for this exercise.

As we can see, the donor pool continues to be dominated by the Cariboo and North Coast
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Figure 3: Results from Synthetic Control

regions. Vancouver Island gets slightly more weight when the Cariboo region is dropped from

the analysis and the Lower Mainland (the most urban part of the province) has no e�ect

across any of the models. When we look at the plots, we also see the same inverted u-shaped

pattern as we saw before; we can observe the same little to no e�ect at the start and the end

of the period under study and the same trending up and trending down between 1999 and

2010. The models closest to our main results are the models with no Lower Mainland and

no Thompson Okanagan. This is unsurprising as these regions contribute very little to the

donor pool and therefore removing them has little e�ect on the estimates. Interestingly, the

model with no Nechako and the North East shows the same pattern but with lower levels

of uncertainty. In this model, the Cariboo region is contributing almost 50% of the donor

weight and the North Coast is contributing slightly less than what it contributes in the

main model. Overall, however, the substantive results are the same: we can observe a small

cumulative increase in the number of incorporations over time, estimated at approximately

550 businesses.
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Figure 4: Leave One Out Sensitivity Test
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Table 4: Leave One Out Estimated Donor Weights

Region Weight Weight Weight Weight Weight Weight Weight
Vancouver Island 0.06 { 0.06 0.09 0.13 0.05 0.09
Lower Mainland 0.00 0.01 { 0.00 0.00 0.00 0.00
Thompson Okanagan 0.05 0.07 0.05 { 0.09 0.02 0.08
Cariboo 0.30 0.40 0.33 0.35 { 0.83 0.49
North Coast 0.47 0.41 0.45 0.46 0.63 { 0.35
Nechako and North East 0.13 0.12 0.12 0.12 0.15 0.10 {

The above robustness check examines sensitivity of the �ndings to the estimated weights

but what happens if we change the treatment date? One concern might be that forward

looking entrepreneurs foresaw economic bene�ts or costs from the CBT and started behaving

di�erently earlier than 1995. There are some possible reasons for why this might be the case.

For example in 1989, directors from the regional districts had a consultation with BC Hydro.

In this consultation, BC Hydro o�ered grants in lieu of paying regional taxes. This o�er was

rejected but in 1990, the provincial government and BC Hydro increased the grant money

and adjusted how grants were distributed. In this case it may be the grant money and

not the CBT worked as a bene�t sharing mechanism. In order to test this, we change the

treatment date to 1990 and rerun the analysis. Figure 5 shows the results from this exercise.

Here we �nd less evidence of positive inverted u-shape in the results. While there is still a

peak in 2007, it is one of the only years in the series to not be zero. Furthermore, in this

case, it takes almost a decade to �nd any positive increase. That being said the results are

not strikingly di�erent than those in the main �ndings with the exception of little to no

e�ect in the years from 1990 to 1995, which one might expect to observe if it was really BC

Hydro grant distribution that was the cause of business growth a decade on.

4 Grant Allocation and Board of Director Experience

The preceding results demonstrate that Columbia Basin Trust (CBT) funding has had a

modest positive association with economic growth across the Columbia Basin region as a

whole. This growth, measured by the relative increase in new business registrations and
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Figure 5: Backdating Treatment 1990

related indicators, provides some evidence that the CBT has contributed to local economic

resilience and diversi�cation. Yet, while the aggregate picture is instructive, it conceals sub-

stantial variation across the region. Some communities have received signi�cantly higher

levels of investment per capita, while others have received comparatively little. What ex-

plains the variation in the allocation of CBT grants?

One possible explanation relates to the composition and behavior of the CBT Board of

Directors. The Trust was established in 1995 as a unique regional development institution

designed to reinvest the bene�ts of hydroelectric production back into the Basin's commu-

nities. Its governance model|comprising six directors appointed by the Province of British

Columbia and six nominated by regional districts and the Ktunaxa Nation Council|re
ects

a deliberate balance between local representation and provincial oversight. However, this ar-

rangement also introduces the potential for variation in how board members interpret their

role and in
uence resource allocation. Despite the appointment principal being di�erent, all
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members must be from the area. Therefore irrespective of which body appoints them, they

are residents of a place within the Basin.

In this section, we examine the relationship between board composition and the spa-

tial distribution of CBT grants. Speci�cally, we investigate whether politically experienced

directors { those with prior (or future) electoral experience in municipal, regional, or provin-

cial government { are associated with di�erent funding patterns compared to non-political

directors.

The two key variables that we use to proxy experience is length of tenure and electoral ex-

perience as well as their interaction. Tenure in
uences the extent of institutional familiarity,

informal authority, and network capital that a director can accumulate over time. Long-

serving directors often develop relationships with senior sta�, gain expertise in procedural

rules, and wield greater in
uence over agenda setting and priority formulation. This accumu-

lated power can translate into a higher likelihood of successfully championing projects from

their home regions. Conversely, short-term or rotating appointments reduce the time horizon

20




	Introduction
	Literature Review
	Benefit Sharing and Local Economic Development
	Grant Allocation and Board of Director Experience
	Conclusion

