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External Competitiveness and Compensation
The external competitiveness of an organization is shaped by three major factors that include the competition that exists in the labor market, the competition that exists in the market of product service, and specific characteristics of organizations and their employees (Milkovich et al., 2017). External competitiveness outlines the pay relationships that exist among organizations, that is, the payment made by an organization is determined by one made by the competitors. Organizations can decide to pay equal to, below, or above what competitors pay or have a blended version by putting into consideration the pay of the competitors. The payment levels are tied to the objectives of controlling costs, attracting, and retaining employees (Hitt, 2017).
[bookmark: _GoBack] The competition prevailing in the labor market is defined by the demanding nature, supply nature, competition degree, organizational factors, employee size and preferences, strategies of the organization, and demand level of products. If the demand for commodities produced by the organization is high, the company is likely to higher many employees to meet the demand in the market by increasing the production or offering bonuses like extra time pay to employees to motivate them to work for longer for the organization. A higher demand thus makes the company compete favorably in the labor market. An increased supply coupled with constant orders will compel the organization to offer higher pay in the labor market to attract more workers. The organization will also be compelled to give incentives to the employees besides creating a conducive work environment to retain them.
The number of similar products in the market and the degree of differentiation will determine the effort the organization will put to make its products remain relevant in the market (Gerhart & Newman, 2020). The competition in the market of products can range from price, the number of potential substitutes, and product branding and blending. The availability of many similar commodities in the market will compel the company to set prices that are relatively lower to attract customers. Reduced prices will be reflected in reduced profits earned by the company. If the profits earned are low, the management will pay relatively low to reduce the costs incurred. If the competition in the market is stiff, the organization will pay for advertising and brand marketing which increases the pay it offers.
Organizational factors like the communication structures, the culture of the organization, and the nature of leadership will define its external competitiveness (Hitt, 2017). If the organization has strict and rigid management, the pay offered may remain constant despite the market demands. The extent to which an organization has adapted new advancements in technology affects its demand for labor and thus the pay it offers to the employees. Big organizations are likely to pay more to their employees since they earn well from the economies of scale. Given a choice between a clean working environment that has low pay and a dirt working environment that has a high pay, there will still be employees for each condition since workers have different preferences (Gerhart & Newman, 2020). Some workers, due to the desire to earn more, would take a risk to work in environments that are potentially risky for their health. Others would prefer to work in clean environments and forego all the incentives that come with working in less safe places. 
Lead policies are measures embraced by an organization by offering pay that is more than the average paid in the market (Milkovich et al., 2017).  The lag policies are pay measures where an organization pays less than the amount offered in the market. For the matching policies, organizations give a pay that is similar and equal to the market average. The lead policies are used by companies to attract and retain employees especially when the market labor supply is low and the demand is high. Companies offer higher payments to reduce the rate of employee turnover. The pay also attracts workers who are talented and in possession of innovation ideas hence boost the rate at which the organization earns profits. The lag policies are often applied in the industry during economic distress moments and when the supply of labor is high then the demand (Hitt, 2017). Companies pay less to reduce the costs incurred in the production process. They are also not threatened by losing employees since the market supply is high and they can easily replace those who resign due to low pay. The matching policies apply where organizations stand not to lose or gain anything by setting a pay that is less or more than the market average. 
Airbnb uses the lead policy of payment. The high payment is because of the high demand for its services hence a need to maintain a motivated workforce. According to Milkovich et al. (2017), the relevant market to conduct a survey is determined by the classification of the market, the gender, and age of participants, the geography and income earned from the organizational operations. In case a company discovers pay discrimination, it should identify the inequalities, evaluate its culture, review the payment it extends to its employees, fix employee issues and update its system of hiring to avoid discrimination. The company should carry out job valuation to determine the value of every job in the organization concerning others and this will help it come up with a good pay structure.
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