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ABSTRACT
TE 163780

The objective of this study is to investigate the economic impacts of agricultural
manufacturing industries upon the changes of rural community and the surrounding areas. The
cases are french fried industry of farmer housewives group and a sesame oil factory in Chmfg
Mai province. The economic theory applied was regional economics explaining the impacts of
centered growth pole and development upon income and employment of surrounding areas.

The hyp;)theses were, firstly, the industries which creating economic development
in rural areas would be industries with several linkage effects. Such industries would create
income generation, employment in surrounding areas, use large proportion of locally available
resources, and employees would spend large proportion of their income for consumption within
the surrounding areas. The size of linkage effects would depend upon the location of the factories.
Secondly, the impact of social side effect would depend upon the number of outside-community
labour employed by factories. Lastly, the impact of environmental side effect would depend upon
materials used, factory location, and the recycle of waste materials.

In order to investigate the economic impacts, the value of income generation
caused by factory’s expenditure, employee’s expenditure, and the expenditure by people living
around the factory areaé were estimated by using the multiplier technique. The side effects caused
by the operation of these manufacturing industries were also studied.

The obtained results are as follows:

(a) The economic impacts, estimated by the multiplier technique, from the french
fried industry by farmer housewives group, and the sesame oil factory were 73.27 and 26.71

percent respectively. The farmer housewives group’s industry is of informal type which employs
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rural workers, and raw material locally available. Also the production processing is rather simple
acquiring uncomplicated machineries and equipments. The sesame oil factory is formal industry
applying capital intensive technique while the raw materials as well as the machineries and
equipments are obtained from elsewhere. Therefore, the economic impacts occurred more in other
areas than the nearby areas.

(b) The employees of both factories were satisfied with their income, working
conditions, work safety and other welfare provided.

(c) People living nearby the factories were happy with the employment
opportunity, the income creation and generation, the economic growth and social development,
and the reduction of social problems in rural areas which were the results of having factories
located in the areas.

(d) There was no environmental problem occurring in nearby communities
because of the application of non-danger chemical substances and the recycle of waste materials.

For the further development of both manufacturing industries, the suggestions
given are

(a) The farmer housewives group should improve its production technique in
order to upgrade its performance by improving raw material quality, production processing,
quatity control techniq\;e, and employee’s skill and knowledge. Also there should be an attempt to
produce new products which will help strengthen its market competitiveness.

(b) Forthe sesame oil factory, in order to minimize the problem of raw material
shortage and guaranteed quality, the contract farming initiated by the factory itself and the
involved farmers is suggested.

(c) In order to create employment opportunities and economic growth in rural
areas via the promotion of informal manufacturing industries as compared to formal
manufacturing industrigs, the formal industries seem to show some limitations because of their
labour intensive technique which yields small linkage effects. Hence, the formal manufacturing
industries may be more suitable as an engine for sustainable economic growth and development

when the policy implication comes to term.





