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Pulling away from

BY PATRICK BURNSON, EXECUTIVE EDITOR

ccording to the findings of Logistics Management's (LM )
28th Annual Salary Survey conducted by Peerless Media
Research Group (PRG), average earnings and compen-
sation have actually leveled off over the past year.
However, our research team also found that an aging

. . workforce is giving way to younger, more highly trained professionals
The highest logistics and who also hapgpen gto bZ sa\}flvy tebchnologistsi.j F(})/r the log]iDstics profes-
supply chain salaries continue sionals who have adopted today’s technological tools, higher salaries
to be earned by those who are clearly corresponding. . .
concentrate on adapting . But our resegrch team warns that the cutting edge skills that newly—

. ired workers might have coming out of college are going to be obsolete in
new technological advances three years to five years, so they have to determine how to keep improving
and maintain a life-long in key areas such as decision analysis, IT tools, cross-functional and cross-
commitment to Iearning_ organizational teaming, as well as finance.

Also worth noting, say our researchers, is that now, more than
ever, experience pays. Young people joining the workforce should aim
to grow within their current organization, rather than chasing after
that better offer. In fact, our survey indicates that the long-term pay-
off could be substantial.

This year's results, based on 801 qualified LM reader respondents, indi-
cate that 64 percent did see a modest salary increase in 2011. Of that
number, the average bump was 6 percent.

Those respondents with the title of “logistic manager” earned an aver-
age salary of $95,479 in 2010 and brought in a slightly higher $96,120 in
2011. For supply chain managers, the average increase was more impres-
sive: up from $100,159 in 2010 to $128,335 in 2011. Corporate or divi-
sion managers made significant salary gains as well. They earned an aver-
age of $157,320 in 2011 versus $138,630 in 2010. The overall median
this year bumped up a meager $1,000 to $91,000.

While these raises kept managers ahead of inflation and escalating
standard-of-living costs, 6 percent of our respondents reported a salary
decrease and 30 percent reported that they received no raise at all.

E-commerce challenges

While younger, more technology-enabled logistics professionals are
making their way up the ladder, older logistics managers simply can't
afford to be complacent or get “comfortable,” our survey indicates.
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Pay hikes stall Job titles matter Salary by job function
Median salaries inch up Executive roles win better compensation Big raises cool off
Vice president/General manager .
2011 $91,000L20 $161,995 Supply chain manageme S—
| $127,900]
2010 $90,000/ 2.2% $167,650 $129,396
Corporate/Division manager
2009 $88,000° 3.5% $157,320 Distribution/Logistics
2008 $85,000 5.9% $138,630 . $112,900
'y
$115,777
2007 $80,000 0% Supply chain manager . ’
2006 $80,000 0% $128,335 Fleet operatlns
79,560
2005 $80,000 -4.5% $100,159 $90,167
2004 $83,790 6.6% Logistics manager ] )
2003 $78,6000 1.0% 96,120 _Tmﬂ'dTranspo a5
95,479
2002 $77,700 2.2% ’ $90,228
Operations manager .
2001 $76,000 7.0% $88.155 Planning
)
2000 $71,0001 3.3% $39,180
1999 $68,700 3.1% Traffic manager . ’
1998 $66,6007 10.1% $75,780 Import/Export operations
$76,546 SIS
% Percentage change from previous year $74,879
Warehouse manager/Supervisor Wareh .
arenousin
Source: Peerless Research Group (PRG) $76!1 95 S 87.050
$68,534
’ $94,587
Educators and executive recruiters Ass'sm"ta"agemeﬂVSuPervlsor/Analyst Purchasing
echoed this sentiment during inter- _$66 $89,380
views in the weeks immediately fol- $89,540
lowing the release of this year’s salary B Average salary 2011 11 Average salary 2010 Inventory control
SUWCY datd Source: Peerless Research Group (PRG)
“Talent ~ management—recruitment, ’
development, and retention—is an He says that the move toward e-com- Materials handling
increasing challenge across many fronts  merce is just one way that “old dogs” have $8 -
y

in supply chain management as the dis-
cipline and business becomes more com-
plex,” says Dr. Theodore Stank, professor
of logistics at the University of Tennessee.

to learn new tricks, while companies are
also struggling to find people with good
decision analysis skills in order to use all
of the new data available to them.

B Average salary 2011 Average salary 2010

Source: Peerless Research Group (PRG)

New research forecasts offshoring of 750,000 more jobs

orporations in the U.S. and Europe will move an additional

750,000 jobs in IT, finance, and other business services to
India and other low-cost geographies by 2016, according to new
research from The Hackett Group, Inc.

As noted in Supply Chain Management Review late last year,
researchers were trying to determine if levels of additional off-
shoring in these areas would begin to decline by 2014.

This is indeed their conclusion. Furthermore, in the next 8 to
10 years the flow of jobs offshore is likely to cease, as companies
simply run out of business services jobs suitable for moving to low-
cost countries.

The Hackett Group’s offshoring research, which examined
available data on 4,700 companies with annual revenue over $1
billion headquartered in the U.S. and Europe, found that by 2016,
a total of 2.3 million jobs in finance, IT, procurement, and HR will
have moved offshore. This represents about one third of all jobs
in these areas. India is by far the most popular destination, with
nearly 40 percent of the jobs being offshored headed there.

But The Hackett Group’s research sees additional offshoring
levels in business services, which are currently at around 150,000
new jobs each year, leveling off or declining after 2014. The Hackett

Group'’s research also found that of the 5.1 million business services
jobs remaining onshore at U.S. and European companies in 2012,
only about 1.8 million have the potential to be moved offshore, with
750,000 of those moving by 2016. So by the end of the next 8 to 10
years, the traditional model of lifting and shifting work out of Western
economies into low cost geographies will cease to be a major fac-
tor driving business services job losses in the U.S. and European.

Hackett’s research also found that automation and other
productivity improvements are another major factor driving job
losses in business services at U.S. and European companies.
Automation and other productivity improvements will have
caused the elimination of 2.2 million business services jobs at
these companies between 2006 and 2016, and these factors are
currently driving the elimination of around 200,000 jobs annually.

“In the U.S. and Europe, offshoring of business services and
the transformation of shared services into Global Business Ser-
vices, have had a significant negative impact on the jobs outlook
for nearly a decade,” said The Hackett Group Chief Research
Officer Michel Janssen. “That trend will continue to hit us hard
in the short-term.”

—~Patrick Burnson, Executive Editor
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Average workforce age

<35 10%
35-44 23%

45-54 41%
55-64 24%

65+ 3%

Source: Peerless Media Research (PRG)

“Most organizations do not have a
well-articulated  talent management
strategy,” says Stank. “Business execu-
tives need to ask a number of key
questions: What kinds of new people
do they need to buy from the market?
What can they develop in the people
they already have? How do they keep
people progressing in their careers to

It pays to stay in school
Time spent on education continues to pay off

High school

$81,200
$64,835

Some college

$81,540
$87,022

4-year college degree

[ $111,515]
$109,634

=

BA

$134,575
$133,501

Other graduate degree

$122,020
$131,453

B Average salary 2011 Average salary 2010

Source: Peerless Research Group (PRG)

Gender gap remains substantial
Men earned considerably more again this year

$110,300 Average salary $87,540

Source: Peerless Research Group (PRG)

gers should pursue online coursework,
executive education, professional cer-
tification—all geared toward shoring
up gaps in current skill sets and adding
new skill sets that are required for their
next promotion or for the realities of
the world in 3 to 5 years.”

Dr. Bruce Arntzen, executive direc-
tor of the supply chain management
program at MIT, says that students who
have already worked in supply chain for
a few years will benefit much more from

deal with tomorrow’s new
challenges? The compa-

nies that are figuring this | $120,000
out first are winning the $110,000
war for talent.

The Logistics Manage- | $100,000
ment and PRG research $90,000
teams also found that logis- $80,000
tics professionals with a
skill set including informa- $70,000
tion technology are among $60,000
the highest paid. This did $50,000
not surprise Stank. His
advice for young and old

<35

Salary by age

—

= Average
Median

35-44 45-54 55-64

Source: Peerless Research Group (PRG)

the supply chain management
program than a student com-
ing right out of undergraduate
programs—and they will be
rewarded much better finan-
cially as well.

“Yesterday, if you had a col-
lege degree you had a leg up
on the competition,” says Arnt-
zen. “Today you need to have a
master’s degree. Interestingly,
about a third of the students
who are getting their master’s
degree in supply chain at MIT

65+

alike is to “stay thirsty, my
friends.” He believes that everyone at a
management level must be committed to
a lifetime of learning.

“Key areas such as decision analysis,

IT tools, cross-functional and cross-
organizational teaming and interac-
tion, along with finance will remain in
demand,” says Stank. “Logistics man-

ogistics managers had better get a

handle on multi-faceted metrics if they
expect to bring value to the enterprises
they now belong to or hope to join. That’s
the conclusion of Performance Excel-
lence: Business Success through Effec-
tive Plant Operations Metrics, a report
released by the Manufacturing Enterprise
Solutions Association (MESA).

The report says that companies that
are piloting or planning to buy manufac-
turing execution systems or manufactur-
ing operations management systems are
looking for highly qualified leadership.

Measuring managers of logistics

However, finding managers capable of
taking advantage of multi-faceted met-
rics such as overall equipment effective-
ness are becoming hard to find.

“It requires a very intense concentration
on all of the current technologies available
to logistics management,” says Julie Fraser,
principal industry analyst and president
of Cambashi, Inc., a UK-based thinktank.
“There’s an element of demand forecasting
that they must explore here, too. But in the
end, it’s the ‘make area’ of the supply chain
that still deserves the attention.”

—Patrick Burnson, Executive Editor
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already have an MBA or a mas-
ter's degree in some other field already,
so these students will have two.”

Meanwhile, adds Arntzen, veter-
ans must resist the idea of becoming
“comfortable” in their current posi-
tions. “More than anyone else, these
people must be the agents of change,”
he says. “They must embrace new
technology and champion its imple-
mentation. Otherwise, co-workers and
management may suspect that they
may be part of the problem rather than
the solution.”

Experience still matters
That fact that logistics managers in the
65-year-old bracket are still pulling down
six-figure salaries demonstrates that
experience still matters. As our research
indicates, the 55-year-old to 64-year-old
group represents today’s top earners.
Lynn Failing, vice president of Kimmel
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& Associates Inc., a national
executive search firm spe-
cializing in the logistics and
supply chain, says that the
best supply chain profession-
als are those who understand
the “links” in the supply
chain.

“This age group demon-
strates the value of remain-
ing passionate about their
work,” says Failing. “The
lesson here is that if you're
starting out in planning,
try a stint in operations. If
youre in procurement, try
your hand in IT. If youre
in  materials  manage-
ment, move over to logis- ¢
tics. Remember that being
smart is only half the story.
Take the time to learn to

West
$102,465

Mountain
$88,750

Average salary by region

Midwest

$106,835 Mid Atlantic

$103,315

South
$97,050

Source: Peerless Research Group (PRG)

Southeast
$117,100

years, we have a good grasp
on where things are headed

. NT"" g and should be at a good spot
$1n(?9a5n75 in our careers compensation

wise.”

Larson also maintains
that colleges and universi-
ties will be “challenged” in
preparing fresh graduates
to bring value to the com-
panies they join. “Having
graduates ready to contrib-
ute right away is vital,” he
says. “But it will be recog-
nized and rewarded.”

“Today's young people
have to be prepared to
climb the corporate ladder,”
says Art Meyer, warehouse,
equipment and purchasing
manager for NPL Construc-
tion Company in Dallas.

be wise...and never stand
still.”

The same can't be said for moving
from one geographic area to another;
however, as our survey shows, work-
ing in the nation’s heartland has some
clear economic advantages. Not only is
the cost of living lower there, the con-
centration of manufacturing and heavy
industry remains rooted in this region.

While not leading the pack in base
salary levels, 36 percent of this year’s
respondents came from the Midwest,
earning an average of $106,835. The
Southeast earned the highest average sal-
ary at $117,100, New England respon-
dents earned an average $109,575, and
the West earned an average $102,465.

And while our research did not mea-
sure the impact of outsourcing the logis-
tics function, many managers told us that
nearshoring is a trend that can only drive
the demand for domestic expertise.

“Increased awareness of supply
chain risks—especially incumbent in
long-distant supply chains—will moti-
vate companies to seek to locate pro-
duction near their customer base. This
favors on-shoring,” adds Arntzen.

Building a career foundation

Anecdotal evidence gathered by LM

after the survey was completed con-

firmed that veterans want to share their

experience with younger co-workers.
Barry Smith, supply chain director for
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Investing in the future pays off

Companies spending more than $100 million
on transportation last year sent their
employees a powerful message

Less than $500,000

FITALIN Average salary

$500,000 to $999,000
$94,350

$1 to $4.9 million

$5 to $19.9 million

$103,900

$20 to $99.9 million

$126,250

$100 to $499.9 million

$500 million to $999.9 million

$142,740

Source: Peerless Research Group (PRG)

Company’s annual transportation sales

Lincoln Electric in Cleveland observes
that recent graduates may have unre-
alistic expectations. “There has been a
significant inflation on starting salaries
in some areas,” he says. “But employers
are not going to reward new hires unless
they have proven technical expertise.”
The “entitlement” generation may be
in for a rude awakening, says Brad Larsen,
transportation and logistics manager for
Winegard Company in Burlington, Ind.
“Most of my age group had to start out
in the trenches and learn on the fly to get
where we are today,” he says. “After 25

“Education is a big advan-
tage, but they really must have a work
ethic to succeed and earn the salary they
desire.”

Allen Masters, head of central stores
resource management for the Univer-
sity of Florida in Gainesville, agrees,
but says “climbing that ladder” is easier
in the private sector, rather than within
“a state agency.”

Bob Stone, regional sales manager
for Right Freight Solutions in Town-
ville, S.C., says that the private sec-
tor is providing more incentives for
college graduates to pursue a career
in logistics. “We never have trouble
attracting young people to this busi-
ness,” he says. “But keeping them in
one position is difficult. Many of them
g0 through three to four jobs before
they settle down.”

Getting them to “settle down” might be
made easier by providing bonuses based
on performance, says Brenda Gautier,
director of carrier engagement for MW
Logistics, LLC in Dallas. “Given the
added responsibilities logistics managers
are taking on these days, we expect them
to work smarter and be more efficient,”
she says. “And if they can contribute to
the company’s bottom line, they should
get something beyond their salary at the
end of the year.”

—Patrick Burnson is Executive
Editor of Logistics Management
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