
Annex 1  
Contract nr. 13at-6039-16at-xxxx 

 
Terms of Reference 

 
Defining a compensation strategy for KPBS Pangalengan (7559) 

 

 
 

“Defining a compensation strategy for KPBS Pangalengan” is an assignment within the 

framework of project 13at-6039 “Development of the milk sector” in Indonesia. 

The Agriterra business advisor responsible for this assignment is Richard van der Maden. 

Agnes Janszen is involved on behalf of Agriterra, as business advisor based in Indonesia. In 

case of changes in the assignment and/or programme the business advisors have to be 

consulted immediately. 

The organizations involved in this assignment are KPBS Pangalengan, Frisian Flag Indonesia 

and Agriterra.  

 

 

Background 

 

KPBS Pangalengan  

KPBS Pangalengan is a dairy cooperative (company) established in Indonesia in 1968. The 

cooperative employs 375 people and represents 5,873 dairy farmers.  

In June 2012 a contract between Agriterra and KPBS Pangalengan was signed to support the 

cooperative in 2012 on different aspects in their development including; HRM, feed, hygiene, 

health of the cow, English training and leadership training. In 2013, Agriterra continued their 

support and training in the field of HRM, long term financial management for farmers, 

leadership training, etc. 

With a consortium of several organisations including Friesian Flag, the cooperative (and 

another dairy cooperative in Lembang) are supported from 2014 onwards under a public 

private partnership programme partly funded by the Dutch government called FDOV 

program. This program has a duration of five years in which the organisation is supported 

with new milk collection centers, training on milk quality and quantity but also the internal 

organisation is supported. Agriterra will focus on governance and financial management 

under this program. To accomplish this a mission on “Analysing of financial data” and a 

mission on “Developing key performance indicators for governance” have been carried out in 

2014 and for 2015 “Developing a strategic plan” is planned (this mission) and “Follow up on 

change management” and an “In-company Financial Management Training” have been 

carried out in 2015.  

 

 

Friesland Campina Indonesia or Frisian Flag Indonesia (FFI)  

FrieslandCampina has been present in Indonesia for nearly 90 years. With a population of 

240 million, Indonesia is one of the world’s most populous countries. Dairy is a major part of 

a healthy diet. Our operating company FrieslandCampina Indonesia satisfies this requirement 

through a variety of dairy brands, such as Frisian Flag, Yes! and Omela.  

FrieslandCampina has two production facilities in Indonesia, both in the capital Jakarta. 

FrieslandCampina Indonesia employs 1,750 fulltime staff and a further 2,000 personnel who 

are directly involved with the company. Locally manufactured products include milk powder, 

longlife milk and sweetened condensed milk.  

FrieslandCampina Indonesia processes 600 million litres of milk a year, some of which (about 

20%) is supplied by local dairy farmers.  

FrieslandCampina maintains close contacts with these farmers, who work together in small 

cooperatives and have an average of three to five cows each. Every day, these farmers take 

their milk churns to one of several hundred small milk collection points. From here, the milk 

is taken to the cooperatives. Once it has been quality checked, it is transported to the 



factories in large tankers. FrieslandCampina helps the cooperatives and the dairy farmers to 

improve the quality of their fresh milk, for example through better hygiene and the provision 

of high-grade animal feed. 

FrieslandCampina Indonesia has a strong focus on health and a balanced diet. Over half of 

the Indonesian population is below the age of 35. Many families have young children, which 

creates a large consumer market. Baby and infant food account for a high proportion of this 

market and are a safe and healthy form of nutrition for the country’s youngest citizens. 

FFI has some employees under DDP department working with the cooperatives which deliver 

milk to FFI. They assist the cooperative with knowledge through capacity building and are 

liaison officers between the cooperative and the production facility. They will assist experts, 

who will support the cooperative as part of the action plan, with translation and the training 

sessions.   

 

 

Agriterra 

Agriterra is a development agency founded and steered by the farmers’ organisations and 

agricultural cooperatives in the Netherlands. Its mandate is to strengthen producers’ 

organisations worldwide. Among other activities it supports co-operative farmer-led economic 

development in developing countries. Agriterra mainly acts as a facilitating agency and 

provides advisory and broker services to farmer-led business initiatives to enable them to: 

• Develop sound and bankable business plans for starting-up new agribusiness ventures 

and/or expanding existing ones 

• Improve their financial management capacity  

• Have access to capital 

• Rely on technical support and backstopping 

For farmer-led business initiatives, Agriterra specifically supports business development 

services in the pre-investment phase such as feasibility studies, market surveys, business 

planning and capacity building components. In addition Agriterra provides: 

• brokerage services to link farmer-led business development initiatives with investors, 

banks and other primary and supportive stakeholders in the value chain.  

• advisory services often employing AgriPool advisors: experts stemming from co-operative 

and private agribusiness companies from the Netherlands and beyond with a specific 

thematic or sector expertise 

Agriterra does not fund purchase of premises, machinery and other types of hardware. 

 

 

Background of the situation and problem statement  

In the beginning of July 2016 KPBS Pangalengan started to implement the Performance 

Management to all their staff. This has an impact on the current salary and incentive system 

within the cooperative. Starting level of employee salary is based on the Regulation of the 

Manpower and Transmigration Minister No.7/2013 and Decree of West Java Governor 

No.561/Kep.1581-Bangsos/2014.  

 

Staff salary components in KPBS are comprised of basic salary, education allowance, years of 

service in the cooperative, functional allowance (specific tasks), structural allowance (for 

management staff: sub-unit head, unit manager, director), transportation allowance and 13th 

salary (Festive allowance), monthly incentive and overtime inventive.  

If someone is recruited and accepted as permanent employee of cooperative, then the initial 

salary will be determined, based on: the level of the position (field staff, sub-unit head, 

supervisor, manager or director) and education level. The current practice, years of 

experience or technical training attended will not determine the initial salary of new staff.  

 

During the employee evaluation in 2015, the cooperative did not apply performance 

management system because the system was not yet introduced. Therefor the evaluation 

was conducted in more subjective to the staff without any written standards or procedures. 

As a result, most of employees were granted with good ratings which meant receiving salary 

increases and bonuses. This gives a disadvantage for staff who work very hard compared to 

staff who works just in average.  



 

Currently the cooperative has started to impose cuts in bonuses for the employees who show 

a poor performance, i.e. high absenteeism or often late to the office or field visit. The 

cooperative does not have written standard procedure of sanction/punishment to the staff 

who has poor performance and on the other hand the same situation for staff who has 

excellent performance.  

 

The incentive is given every month as part of staff salary. The amount of incentive 

determined based on the presence of a person in the office (i.e. for administration / finance 

staff) or frequency of field visits (i.e. for extension officer, animal health staff and veterinary 

staff). For contract staff, the amount of their incentive is 50% of the permanent staff but 

they have the same overtime allowance as the permanent staff. The probation period for 

contract staff is 6 months before they are hired as permanent staff (if she/he has a good 

performance). 

 

The form of bonus is only by financial benefit (money that top up on staff salary).  

Reward/bonus can also be a study or scholarship (for children) or a promotion or send to 

specific training or increase the salary or a specific amount for 1 year, but this has not been 

implemented yet by the cooperative. Currently, the granting of bonus is given 2 times per 

year (mid-year and end-year). The six-month targets are developed based upon agreement 

between the employee and his/her supervisor. At the end of mid-year, management will lead 

the evaluation cycle to determine amount of the bonuses for each employee. The category of 

performance are: exceeded the target, achieve the target, partially achieve the target and 

did not achieve the target. Because the awarding of bonuses is done twice in a year, then if 

someone does not reach the target at mid-year evaluation, it does not mean she/he will 

receive sanctions but more to encourage employees to be able to reach the target at the end 

of the year.  

 

Based on the background discussed above following are several key issues that need to be 

addressed by cooperative in regards to have a good salary/incentive systems that supports 

the Performance Management: 

- Introducing a new salary system takes time and needs to be agreed on by the annual 

meeting. What step need to be taken to develop a good salary system? What are the 

key component of good salary structure system? Would it be possible working with 

allowances in combination with incentive to build differences in salary because of the 

different in responsibilities and seniority? 

- Whether it is a good practice to give higher bonus % or part of the bonus budget for 

certain jobs (i.e.jobs with higher responsibility) and lower budget for other jobs (i.e. 

administrative)? Or is it better to give an extra allowance of salary on the basic salary 

for certain jobs (i.e. animal health)  

- Is it better to give only once per year a bonus? Or is it possible to give a bonus twice 

a year? Which one is better and has positive impact for employees? What are the 

forms of bonus rewarding? 

- What actions should be taken for under-performing staff?  Should he/she be re-

assigned to another position that more in line with their profile or should they leave 

the company? How to develop the procedure that can regulate the staff performance 

result against their salary and bonuses.  

 

Mission 

• Composition of the mission: the mission will be carried out by ______. One of the 

Indonesian Agriterra business advisors will give guidance and assistance during the 

mission.  

• Duration of the mission: the mission will take place for 5 days from _ to ___ 2016 

(excluding traveling).  

 

 

 

  



Objective(s)  

• Help the cooperative in setting up a framework for a salary system for employees that is 

transparent, fair and equal based on the best practice of HRM / Performance 

Management. The salary system is able to support the performance management such 

as: 

o Position (difference in responsibility) 

o Performance  

o Pension 

o Junior, middle and senior level in jobs. 

o Status of staff (contract or permanent)  

o Incorporate the allowance as part of the salary in a way of building differences 

in salary because the different of responsibilities / seniority 

• Support the cooperatives to develop a framework for a good regulation /procedure that 

stipulates the bonus/reward and sanction/penalties for the staff of cooperative  

 

 

Activities 

In order to achieve the objectives of the mission, following activities will be conducted:  

a. Review the cooperative’s payroll system.  

b. Conduct interviews and discussions to get information with:  

- Board Members (Director, Treasurer and Secretary)  

- Supervisory Board Members 

- Management: All Unit Managers particularly with Finance Manager and HR 

Manager; Sub-unit Head and Supervisor  

- Cashier for several units 

- Field Staff (i.e. Animal health, MCP, Extension officer)  

- Office staff (i.e Administration and Finance Staff)  

c. Introduce Board and management with good and best practices of Salary and 

Bonus/incentive system (workshop or training or coaching). 

d. Develop a framework for a new salary and bonus system, regulation on bonus/reward 

and sanction/penalties to be presented and discussed with management  

e. Evaluation (findings and recommendations) 

 
 

Expected results 

1. Mission report including: Findings, conclusions and recommendations of experts as well as 

a work plan for follow up to implement and recommendations for Agriterra and the board.  

2. Used material during training (in annexes).  

3. A plan of approach with clear instructions on what steps have to be taken. Option for 
follow up mission after six months 

 

 

Programme 

Date Activity Night at Who 

Sat 15 Oct Flight Amsterdam – Jakarta 

 

 FC 

Sun 16 Oct • Arrival in Jakarta  

• Travel to Bandung with Cipanganti 

shuttle bus 

Bandung FC 

 

Mon 17 Oct • Departure to KPBS Pangalengan 

• Introduction 

• Presentation on assignment 

• Fine tuning programme 

Pangalengan FC / BA 

Tue 18 Oct Conducting interview /discussion with: 

• Morning: Boards, Supervisory Board 

members 

• Afternoon: HR Manager, Finance 

Manager, Supervisors (from 3 

Pangalengan FC / BA 



units), Cashiers (2 units) and Staff 

(Finance, Admin and Clinic Ma 

Agueng)  

 

Wed 19 Oct Continuation activities previous day: 

• Morning: Managers (Animal Health, 

Regional Coordinators, 

Transportation/Logistic, Feed 

Factory, Milk Treatment Unit; 

Supervisors (3-4 units) 

• Afternoon: Contract staff, field staff 

from 3-4 different units)  

 

Pangalengan FC / BA 

Thu 20 Oct • Introduction to Board and 

Management: Good and Best 

Practice of Salary Systems, 

Bonus/Incentive systems 

• Presentation of Draft new Salary 

systems, Bonus system, PM 

ratings, its consequences and how 

to apply  

  

Pangalengan FC / BA 

Fri 21 Oct • Presentations results and 

recommendations to board 

(morning) 

• Travel from Pangalengan to Jakarta 

(afternoon) 

Pangalengan FC / BA 

Sat 22 Oct Travel from Jakarta to Amsterdam  FC 

Sun 23 Oct Arrival Amsterdam  FC 

FC= FrieslandCampina expert / BA=Agriterra Business Advisor 

 

 

Annexes  

1. Report “Implementing performance management at KPBS Pangalengan” 

2. Report “Follow up on performance management at KPBS Pangalengan” 

 


