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RESEARCH ARTICLE

A Comparative Analysis of the Investment Returns on Rubber

and Oil Palm Plantations in Satun Province

Pornchanok Jantrakul

Sakchai Kiripat

Abstract

The main objectives of the study were: 1) to describe the economic and social
situation of the sampled farmers including their rubber and oil palm productions; 2) to
comparatively analyze the returns over a 25-year productive period to the investment in
rubber and oil palm plantations; 3) to analyze the time series of the rubber and oil palm
prices and forecast their future trends. A field survey was conducted to collect the data
from a sample of 50 owners of rubber and oil palm plantations, 100 plantations in total,
from every district of Satun Province.

In the comparative analysis of the invest returns to rubber and oil palm
plantations, the Net Present Value (NPV), the Internal Rate of Return (IRR), and the
Benefit Cost Ratio (BCR) were calculated and in turn, used as investment criteria. To
estimate cost of land, both the opportunity cost of land and the imputed rent were used.
The results of the study, overall sizes of planting area, show that the investment in oil
palm plantation gave higher returns than that of rubber, (in the case of using the

opportunity cost of land, 66,124.55 baht per rai of NPV, 15.71% of IRR, and 1.54 of BCR,
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and in the case of using the imputed rent of land, 87,709.40 baht rai per of NPV, 20.28%
of IRR, and 1.87 of BCR).The analysis also was broken down into three groups of
planting areas: small, medium, and large plantations. For small holdings, the investment
on rubber, in the form of field latex, was highest, (in the case of using the opportunity
cost of land, 84,555.14 baht per rai of NPV, 13.64% of IRR, and 1.72 of BCR, and in the
case of using the imputed rent of land, 93,496.54 baht rai per of NPV, 15.00% of IRR,
and 1.86 of BCR). For the medium planting area, in the case of using the opportunity
cost of land, the investment in oil palm plantation was highest, 31,573.75 baht per rai of
NPV, 9.89% of IRR, and 1.22 of BCR, but in the case of using the imputed rent of land,
rubber field latex generated the largest return (53,659.65 baht per rai of NPV, 11.42% of
IRR, and 1.60 of BCR). Finally, for the large plantation, oil palm gave the highest return,
(in the case of using the opportunity cost of land, 37,678.92 baht per rai of NPV, 11.07%
of IRR, and 1.25 of BCR, and in the case of using the imputed rent of land, 56,489.62
baht rai per of NPV, 15.07% of IRR, and 1.42 of BCR).

The results also revealed that all types of investments in rubber and oil palm gave
positive returns with three exceptions. These were: 1) investments in rubber plantings to
produce smoked sheets, overall planting areas, 2) in small-scale planting areas of oil
palm, and 3) in rubber medium-size planting areas. In addition, the investments were
more profitable in rubber plantings to produce field latex than for smoked sheets.

Moreover, the sensitivity analyses were made by setting a number of scenarios in
which there were changes in costs of production, output prices, and discount rate. The
results showed that, in the most cases, the priority order of returns on rubber and oil
palm does not change, with the exception of large scale plantations.

Finally, the analysis and forecasting of the prices of rubber and oil palm were

conducted using Time-Series Analysis.

Keywords: Rubber, Oil palm, Investment Returns, Price Forecasting, Satun
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