
A Simple Way to Estimate Block Performance 
in Oil Palm Plantations

Plantations generally assess their economic performance, or profitability, at a 
‘High’ level, for example at the scale of the ‘Company’, or even higher at the 
‘Group’ level. Some large groups may internally treat their operating units as 
‘profit centers’ or ‘business units’, but even these tend to be at a relatively large 
scale, e.g., regional.

Field operations produce the crop that generates income essential for profitability. 
The smallest management unit in these field operations is the individual block. 
Records of production inputs and crop recovered are maintained for individual 
blocks, hence, it is actually possible to generate cost-and-income balance 
sheets for each block. However, this is not done even though great attention is 
given to managing individual block yields and their maintenance.

In IPNI Southeast Asia’s Plantation Intelligence®1 analysis platform, individual 
block performance in terms of gross margins is assessed using actual CPO 
prices for the period of assessment and an assumed common cost of production, 
giving an approximate measure of profitability at individual block level called 
the “naïve gross margin” (nGM). The nGMs of individual blocks in an estate or 
group of estates can be compared and visualized to show where in an estate, or 
group, profits are being generated and where margins are doubtful.
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Figure 1. Naïve gross margin (nGM) of individual plantation blocks (ranked “high” to “low” 
from left to right).



If actual individual block costs are used in the computation, then the “actual 
gross margin” (aGM) will be known. The data for such a computation is already 
captured in plantations, i.e., cost of all inputs (labor and materials) for each 
field operation. It is highly likely that if this is done, there will be blocks that are 
actually losing money (!) while others are highly profitable. The ‘loss-makers’ 
will likely be blocks that typically have serious agronomic problems, e.g., poor 
drainage or flood prone, high loss of palm stand to pests and/or disease, where 
management repeatedly spends money to try and correct recurring problems. In 
such blocks, if the cost of the recurring corrective inputs is tracked, a point will 
be reached when the value of potential realizable yield in the remaining years 
of productive time can no longer pay back the sunk cost. Thereafter, any further 
investment in such blocks will just deepen the loss and eat away at the overall 
profitability of the larger plantation entity.

Such an analysis will allow an estate, or a group, to better manage their overall 
profitability, by knowing where their profits are coming from, and where they 
should not be investing any further.


