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FlyFly -- YouYou -- ThereThereFly Fly -- You You -- ThereThere

 NoNo--Frills commercial airlinesFrills commercial airlines
–– Along west coast onlyAlong west coast onlyAlong west coast onlyAlong west coast only
–– Pursues a lowestPursues a lowest--cost strategy cost strategy 

Goal #1 or 2 airline by 2010Goal #1 or 2 airline by 2010–– Goal #1 or 2 airline by 2010Goal #1 or 2 airline by 2010
–– UnionUnion--free workforce free workforce 
–– NAICS # 48111NAICS # 48111
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Strategic AnalysisStrategic AnalysisStrategic AnalysisStrategic Analysis

 Entails examination of company’sEntails examination of company’sp yp y
–– External market contextExternal market context

Internal factorsInternal factors–– Internal factorsInternal factors

 Begins with company’s industry Begins with company’s industry g p y yg p y y
classification using NAICSclassification using NAICS
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N A I C SN A I C SN A I C SN A I C S

5 5 Digit Codes for American, Canadian and Digit Codes for American, Canadian and 
M i i d t iM i i d t iMexican industriesMexican industries

 First 2 #s First 2 #s -- SectorSector
 First 3 #s First 3 #s –– SubSub--sectorsector
 First 4 #sFirst 4 #s -- Industry groupIndustry group First 4 #s First 4 #s -- Industry groupIndustry group
 First 5 #s First 5 #s -- IndustryIndustry
 All  6 #s All  6 #s -- American industries onlyAmerican industries only
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NAIC SectorsNAIC SectorsNAIC SectorsNAIC Sectors

 22 22 -- UtilitiesUtilities
 2323 -- ConstructionConstruction 23 23 ConstructionConstruction
 3131--33 33 -- ManufacturingManufacturing
 4444--45 45 -- RetailRetail tradetrade
 4848--49 49 -- Transportation and warehousing Transportation and warehousing p gp g
 71 71 -- ArtsArts, , entertainment, and recreationentertainment, and recreation
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NAICS # 713120NAICS # 713120NAICS # 713120NAICS # 713120

 71 71 -- Arts, entertainment and recreationArts, entertainment and recreation
 713 713 -- Amusement, gambling and recreationAmusement, gambling and recreation
 71317131 -- Amusement and theme parksAmusement and theme parks 7131 7131 Amusement and theme parksAmusement and theme parks
 71312 71312 -- Video game arcadesVideo game arcades

 713120 713120 -- NonNon--hotel casinoshotel casinos
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Fly Fly -- You You -- There There 
NAICS #NAICS #

4811148111

4848 -- TTransportationransportation
481481 Ai t t tiAi t t ti481 481 -- Air transportationAir transportation

48114811 -- Scheduled air transportationScheduled air transportation4811 4811 Scheduled air transportationScheduled air transportation
48111 48111 -- Scheduled passenger air   Scheduled passenger air   

transportation                transportation                
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External Market ElementsExternal Market ElementsExternal Market ElementsExternal Market Elements

 Industry profileIndustry profile
 CompetitionCompetition CompetitionCompetition

 Foreign demandForeign demandgg

 Industry’s longIndustry’s long--term prospectsterm prospects

 Labor market assessmentLabor market assessment
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Industry ProfileIndustry ProfileIndustry ProfileIndustry Profile

 Used to determine compensation Used to determine compensation 
practices practices 

U i d t h t i ti likU i d t h t i ti lik Uses industry characteristics, like:Uses industry characteristics, like:
–– Sales volumesSales volumesSales volumesSales volumes
–– Government regulationsGovernment regulations
–– Technology advancementsTechnology advancements
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Labor Labor -- Market ForecastsMarket Forecasts
by Year 2012by Year 2012
From BLS HandbookFrom BLS Handbook

 Total employment up 15%to 21.3 MTotal employment up 15%to 21.3 MTotal employment up 15%to 21.3 MTotal employment up 15%to 21.3 M
 Civil Workforce up 12% to 162.3 MCivil Workforce up 12% to 162.3 M

55 W k t 19 1% f kf55 W k t 19 1% f kf 55 + Workers up to 19.1% of workforce55 + Workers up to 19.1% of workforce
 66% of workers between ages 25 and 54 66% of workers between ages 25 and 54 
 Hispanic Workers up to 23.8M Hispanic Workers up to 23.8M 
 Women Workers up 14 3% to 47 5%Women Workers up 14 3% to 47 5% Women Workers up 14.3% to 47.5%Women Workers up 14.3% to 47.5%
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BLS Occupational Outlook BLS Occupational Outlook 
HandbookHandbook

 Pertinent information includes:Pertinent information includes:
–– Qualifications and training Qualifications and training 

Job outlookJob outlook–– Job outlookJob outlook

–– Typical earnings rangeTypical earnings rangeyp g gyp g g

Copyright © 2009 Pearson Education, Inc. Copyright © 2009 Pearson Education, Inc. 
Publishing as Prentice HallPublishing as Prentice Hall 22--1212



Internal CapabilitiesInternal CapabilitiesInternal CapabilitiesInternal Capabilities

 Functional capabilities Functional capabilities 

 Human resources capabilities Human resources capabilities 

 Financial conditionFinancial condition Financial conditionFinancial condition
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Functional Capabilities IncludeFunctional Capabilities IncludeFunctional Capabilities IncludeFunctional Capabilities Include

 ManufacturingManufacturing
 EngineeringEngineeringg gg g
 Research and developmentResearch and development
 OperationsOperations OperationsOperations
 Management information systemsManagement information systems
 Human resourcesHuman resources
 MarketingMarketinggg
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Human Resources CapabilitiesHuman Resources Capabilitiespp

 Hiring and retaining workforceHiring and retaining workforceg gg g
 Designing merit pay programsDesigning merit pay programs

T d j b fT d j b f–– To reward job performanceTo reward job performance

 Designing incentive pay programsDesigning incentive pay programs Designing incentive pay programsDesigning incentive pay programs
–– For meeting performance standardsFor meeting performance standards

 Designing payDesigning pay--forfor--knowledge programsknowledge programs
–– To reward selfTo reward self--improvementimprovement–– To reward selfTo reward self--improvementimprovement
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Factors Influencing Factors Influencing 
Competitive StrategyCompetitive StrategyCompetitive StrategyCompetitive Strategy

 National cultureNational culture

 Organizational cultureOrganizational culture Organizational cultureOrganizational culture

 Organizational and product life cycles Organizational and product life cycles 
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National Culture  National Culture  
DimensionsDimensions

 Power distancePower distance

 Individualism/collectivismIndividualism/collectivism

 Uncertainty avoidanceUncertainty avoidance

 Masculinity/femininityMasculinity/femininity
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Power DistancePower DistancePower DistancePower Distance

 Acceptance of company’s power structureAcceptance of company’s power structure Acceptance of company s power structure   Acceptance of company s power structure   

 Status differentialsStatus differentials

 Countries with high distancesCountries with high distances
–– Venezuela and PhilippinesVenezuela and Philippines

 Countries with low distancesCountries with low distances Countries with low distancesCountries with low distances
–– Australia and SwedenAustralia and Sweden

Copyright © 2009 Pearson Education, Inc. Copyright © 2009 Pearson Education, Inc. 
Publishing as Prentice HallPublishing as Prentice Hall 22--1818



Individualism/CollectivismIndividualism/CollectivismIndividualism/CollectivismIndividualism/Collectivism

 IndividualismIndividualism
–– Personal independencePersonal independence
–– Personal goalsPersonal goals
–– PrivacyPrivacy
–– USAUSAUSAUSA

 Collectivism  Collectivism  
Group membershipGroup membership–– Group membershipGroup membership

–– CohesivenessCohesiveness
–– JapanJapan
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Uncertainty AvoidanceUncertainty AvoidanceUncertainty AvoidanceUncertainty Avoidance

 High avoidanceHigh avoidance High avoidanceHigh avoidance
–– Fear random eventsFear random events

V l t bilitV l t bilit–– Values stabilityValues stability
–– Italy and GreeceItaly and Greece

 Low avoidanceLow avoidance
Values challengesValues challenges–– Values challengesValues challenges

–– Seeks risksSeeks risks
–– Singapore and DenmarkSingapore and Denmark–– Singapore and DenmarkSingapore and Denmark
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Masculinity/FemininityMasculinity/FemininityMasculinity/FemininityMasculinity/Femininity

M li iM li i MasculinityMasculinity
–– Favors material possessionsFavors material possessions
–– Mexico and GermanyMexico and Germany

 FemininityFemininity FemininityFemininity
–– Encourages caring and nurturingEncourages caring and nurturing
–– Finland and NorwayFinland and Norway
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Organizational CultureOrganizational CultureOrganizational CultureOrganizational Culture

 Shared values and beliefs producing Shared values and beliefs producing 
behavior normsbehavior normsb a o ob a o o

 Influences compensation practicesInfluences compensation practices

 Flattening the organizationFlattening the organizationg gg g

 Team orientationTeam orientation
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Designing PayDesigning Pay--forfor--Knowledge Knowledge 
ProgramsProgramsProgramsPrograms

 Establishing Skill BlocksEstablishing Skill Blocks Establishing Skill BlocksEstablishing Skill Blocks
–– Skill typeSkill type
–– Number of skillsNumber of skills–– Number of skillsNumber of skills

 Transition matters Transition matters 
Skill tSkill t–– Skills assessmentSkills assessment

–– Aligning pay with knowledge structureAligning pay with knowledge structure

T i i d ifi iT i i d ifi i Training and certificationTraining and certification
–– InIn--house or outsource traininghouse or outsource training
–– Certification and recertificationCertification and recertification
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Organizational Life Organizational Life 
Cycle PhasesCycle Phases

 GrowthGrowth

 MaturityMaturity

 DeclineDecline
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Growth PhaseGrowth PhaseGrowth PhaseGrowth Phase

N iN i New companiesNew companies
 Differentiation strategyDifferentiation strategy Differentiation strategyDifferentiation strategy

 MarketMarket--competitive pay systemscompetitive pay systems

 LongLong--term incentive programsterm incentive programs

 Funding emphasis more on R&DFunding emphasis more on R&D
than on compensation than on compensation pp
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Maturity PhaseMaturity PhaseMaturity PhaseMaturity Phase

 Established companies’ products or servicesEstablished companies’ products or services Established companies  products, or servicesEstablished companies  products, or services
 WellWell--developed labor pooldeveloped labor pool

 LowestLowest--cost strategiescost strategies

PP ff k l dk l d PayPay--forfor--knowledge programsknowledge programs

 SkillSkill--based pay programsbased pay programsSkillSkill based pay programsbased pay programs

 MeritMerit pay programspay programs

Copyright © 2009 Pearson Education, Inc. Copyright © 2009 Pearson Education, Inc. 
Publishing as Prentice HallPublishing as Prentice Hall 22--2626



Decline PhaseDecline Phase
 Companies with diminishing markets Companies with diminishing markets 
 Differentiation Strategy if:Differentiation Strategy if:

Modifying current product/serviceModifying current product/service–– Modifying current product/service Modifying current product/service 
–– Developing new product/service Developing new product/service 

 LowestLowest--cost strategy if:cost strategy if:
–– LiquidationLiquidationLiquidationLiquidation
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