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The Community Development Fund in areas surrounding power plants aims to
improve the quality of life of people and the environment sustainably, by allocating funds
for the growth to the community in businesses that are beneficial to the community. The
fund also intends to reduce and mitigate the impacts from power plants’ operation, so that
the community can coexist with power plants. Thus, the objective of the study is to assess
good governance of the community in areas surrounding the power plants and review the
appropriate and effective administration of the Power Development Fund. This will develop
knowledge in financial mechanisms and create good governance for the fund. In addition,
the research intends to determine the appropriate financial mechanism through studying
communities in areas surrounding 8 power plants as case studies (8 power development
funds). The criteria for selecting the case studies are production capacity, type of fuel, and

location.

The study result consists of 2 sections: 1) Assessing good governance of fund
management in overall and sampling areas by reviewing related literatures, synthesizing

secondary data in fund management, conducting in-depth interviews, as well as using focus
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groups with stakeholders in relevant sectors. The study applies international principles to
assess the good governance of the funds in many areas, namely justice and the rule of law,
effectiveness and responsibility of the use of authority, transparency and information
disclosure, and participation. The study finds that the management of Community
Development Fund in areas surrounding the power plants has established good governance,
but the operation still faces limitations in management, for example, difficulty in compliance
with government regulations, the complication of management structures and monitoring
the operation of community projects. Although the operation of community projects comes
from providing a forum community of villages and is consistent with the development plan
of the local government organization and the village development plan, the type of
community projects which operates in each fund are mostly projects on construction and
infrastructure improvement, along with projects on development of quality of life. Currently,
community projects tend to operate as projects for supporting the quality of life and career
development which most projects provide mutual benefit for communities in areas

surrounding the power plants thoroughly.

And 2) Financial mechanism: The study focuses on the criteria for determining
contribution to the fund and compensation costs from the impacts by collecting 510
questionnaires of communities in areas surrounding the power plants to assess the
compensation costs from the impact of establishing power plants in the 8 case study areas.
The findings indicate that factors affecting compensation costs include type of fuel,
distance between the community and the power plant, plus physical impacts in the form
of physical impact index. This study further recommends 3 additional factors that should
be considered in determining the contribution to the fund, they are, 1) the distance
between the community and the power plant, 2) the level of physical impacts and 3) the
number of households affected. Adding these three factors will contribute to the
improvement of the criteria to reflect the level of impacts and generate sufficient revenue

for community development.

The recommendation for good governance in effectively managing Community
Development Fund in areas surrounding the power plants comprises of amending the laws
and regulations to allow local communities to be engaged in the review of agreement
under the Community Development Fund to match with changing socio and economic
conditions, revise the maximum amount of budget that can be self-managed by the local

communities and regularly monitor and evaluate the projects run by the local
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communities, the application of technology in management, especially the facilitation in
communication between the Energy Regulatory Commission (ERC) and communities,
specifying monitoring of operations from neutral external agencies/organizations that do
not have a conflict of interest with the Community Development Committee in the areas
surrounding the power plants and disclose the results in public through the website, and
promoting the exchange of information and experiences among communities in various
funds, together with improving the criteria for contributing to the funds by taking into
account factors of type of fuel, distance between the power plant and the community,

and physical impacts.
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