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Supply management professionals continue to be in demand, and their incomes reflect this, according to ISM's third annual compensation survey.
The results are in! Supply management salaries are on the rise. According to ISM's 2008 Salary Survey, based on 2007 salaries and benefits, the average salary for a supply management professional for 2007 rose to $92,165, an increase of 4.3 percent from the average of $88,380 reported for 2006. This indicates a positive trend for supply management professionals, as these numbers continue to increase from the $78,470 reported in ISM's first salary survey, which was published in 2006.

An increasing number of supply management professionals are pulling in salaries, including bonuses, that exceed $100,000. In all, 31 percent of respondents reported earning a six-figure salary, up from 28 percent one year ago. The high salary was reported as $520,000, and the low salary was reported as $25,000. The median salary was $80,000.

In a new question this year, respondents were asked to report how their salary changed from 2006. The average response was an increase of 5.9 percent, exceeding the overall increase of 4.3 percent as calculated from the data.

In a new question this year, respondents were asked to report how their salary changed from 2006. The average response was an increase of 5.9 percent, exceeding the overall increase of 4.3 percent as calculated from the data.

As is expected, a number of different factors are taken into account when determining salaries, so the overall average and range only tells part of the story. The salary numbers can be broken down further by taking a look at some of the important variables that influence pay, such as job titles and responsibilities, experience, education, credentials, annual spend, gender and size of the organization. All of these factors have an impact on the salary one may expect to earn. Discrepancies in pay can result from a number of different factors that vary from person to person, from job to job, and from organization to organization. This article provides a brief summary of the results, while a more detailed report is available on the ISM Web site (www.ism.ws/CareerCenter).


Experience Remains A Big Factor

By position, salary is broken down to an average of $49,682 for those classified as entry-level supply management staff members (less than three years of experience); $68,537 for those classified as experienced staff members (three or more years of experience); $90,088 (up 3 percent from 2006 salaries) for those classified as managers; $125,833 (up 1 percent from 2006 salaries) for those classified as directors; $210,419 (up 14 percent from 2006 salaries) for those classified as vice presidents; and $128,821 (down 48 percent from 2006 salaries) for those classified as chiefs. (Note: The big decline in the salaries of chiefs can be explained in part by a 69 percent increase in the number of respondents who classified themselves as chiefs as compared to last year. This larger pool of respondents may have smoothed out some of the extremes that existed in this category last year.)

Not surprisingly, one of the factors that has a positive correlation on the salary an individual receives is their level of work experience. In general, the more experience a person has in the supply management profession, the heftier their paycheck. An experienced supply professional who has been in the profession for 11 years or more can expect to make approximately $33,000 more than a new coworker with two or fewer years of experience. This breaks down to an average of $65,665 for those with two years experience or less; $74,768 for those with three to five years of experience; $82,055 for those with six to 10 years of experience; $94,633 for those with 11 to 20 years of experience; and $102,688 for those with 20 or more years of experience.

Education And Credentials Pay Off

Educational attainment is another factor that has a positive correlation on the expected salary. The average salary increases as the level of education increases. Respondents whose highest level of education completed was a high-school degree can expect to earn about 16 percent less than their counterparts with a bachelor's degree. Further schooling beyond a bachelor's degree can pay off, as well. Those with a master's degree can expect to earn about 26 percent more than those with a bachelor's degree, and those with a doctorate degree can expect to earn about 36 percent more than those with a master's degree.

As with previous surveys, among those with a college degree, degrees in a technical field offer the highest pay. Technical/engineering degrees earn supply management professionals an average of $110,572. Respondents with degrees in supply management itself earn an average of $89,156, while those with degrees in other business-related fields earn an average of $92,537. Respondents who majored in liberal arts report an average salary of $98,326.

Respondents who hold one or more credentials can expect to earn more than their counterparts who do not. The average salary of those who hold at least one credential is 6 percent higher than those who do not. The average salary of those who hold one or more credentials is $94,648, while the average salary of those who do not hold a credential is $88,927. Specifically, those who hold the C.P.M. designation report an average salary that is 7.4 percent higher than those who do not. The average salary of those with the C.P.M. designation is $96,009, while the average salary of those who do not have the designation is $89,360.

The impact of the new Certified Professional in Supply Management (CPSM) designation introduced this year is likely to contribute positively to future supply management salaries. This new qualification will be relevant internationally, and reflects the expanded education, skills and experience needed to be a successful supply management professional. Those professionals who obtain this designation are expected to earn higher average salaries than those who do not.
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Improvement In The Gender Pay Gap

Gender still appears to impact salary, but the gap narrowed significantly this year. In the 2006 survey, male respondents earned an average of 38 percent more than women, but the gap shrunk to 27 percent in 2007. This year's survey results showed that the average salary earned by a woman in the supply management profession was $78,920, while the average salary earned by a man was $100,313.

Further analysis of the data shows that the gender pay gap generally narrows as the years of work experience increases. For example, on average, a male with less than two years of experience earns about 36 percent more than his female counterpart of similar experience. The pay gap narrows to about 22 percent between men and women with 20 or more years of experience. Educational attainment also generally helps to decrease the gender pay gap. The gap narrows to about 20 percent between men and women with a bachelor's degree. These are encouraging signs for further improvements in pay equity.

Impact Of Annual Spend Level And Industry

Another variable that appears to impact salaries is the level of fiscal responsibility placed upon the individual. As the dollar amount of annual spend a supply management professional is responsible for increases, so does his or her salary. For supply professionals responsible for an annual spend of under $11 million, average compensation is $71,049. Compensation increases to $77,764 for those responsible for $11 million to $39.9 million in annual spend; to $99,400 for those responsible for $40 million to $100 million in annual spend; and to $137,061 for those responsible for more than $100 million in annual spend.

Pay can also vary depending on the employing industry. Of the 19 different industries respondents could use to classify their organizations, the highest average salary was reported in Arts, Entertainment and Recreation ($152,254) and the lowest average salary was reported in Educational Services ($68,867). Among all industries, nine reported salaries that were above the overall average. These industries — listed in order — are: Arts, Entertainment and Recreation; Mining; Healthcare and Social Assistance; Accommodation and Food Services; Management and Administrative Services; Construction; Transportation and Warehousing; Agriculture, Forestry, Fishing and Hunting; and Wholesale Trade. The complete list of industries and their respective salary averages is reported in the chart below and in the detailed report available on the ISM Web site.

Bonuses And Stock Options

Bonuses and stock options also play a role in an employee's income. Bonuses, which were included in the salary figures, were earned by 59.3 percent of all respondents. Among those who received a bonus, the average bonus received was $14,874, which represented an average of 11.2 percent of the total gross salary received. The highest bonus reported was $226,000, and the median bonus was $7,500.

Of the different criteria used to determine bonuses, an average of 57 percent was tied to company results, 24 percent was tied to individual results, 15 percent was tied to departmental results and 4 percent was tied to other criteria.

Stock options, which were not included as a part of salary, were earned by 15.1 percent of respondents. The average estimated dollar value of the stock options received was $53,545, up significantly from the $25,412 reported last year. Two respondents reported receiving stock options in excess of $1 million. When these two outliers are deleted, the average drops to $29,585.

Job Satisfaction Still Valued Highly

Although salary is one vital aspect of employment, respondents rated it as the third most important item as it relates to the choice of job and employer. Job satisfaction continues to be the most important factor, with the overall benefits package also ranking higher than wages. Work environment, advancement opportunities and work location rounded out the list of the top factors in employment choice.

As the results of this survey show, the compensation of professionals in the supply management profession can vary considerably. While the pay gap between men and women appears to be narrowing, the overall salaries for qualified and experienced supply management professionals are increasing year after year. The forces of supply and demand appear to be at work here, as employers increasingly recognize the value of skilled supply management professionals. While employers will always pay a premium for experience, pay is generally higher for individuals who set themselves apart through educational attainment and professional credentialing. 
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"Box Page 29"
How The Survey Was Conducted

For the third year in a row, ISM collected information from various supply management professionals. The survey was conducted during January and February 2008. Random samples of customers were pulled from an ISM database that included both members and nonmembers. An e-mail requesting participation was then sent to these customers. In all, a total of 1,050 responses were received, representing a response rate of 13.6 percent. ISM staff tabulated the responses and set the confidence interval for the overall mean salary as plus or minus approximately 3.4 percent. Respondents were asked to report salary information for the 2007 calendar year. Salary included wages, bonuses and other income received before taxes and deductions.

More detailed data from this survey is available on the ISM WEB SITE. A brief summary of the results is available to the general public, while a detailed report is available to ISM members. Nonmembers may purchase the detailed report for US $199. The reports can be accessed in the ISM Career Center on the ISM Web site.

