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6
Organization and Administration

u OBJECTIVES

› Recognize the advantages and disadvantages of various business organ-
izations, including sole proprietorship,partnership, and corporation.

› Understand the difference between“line”and“staff”positions.

› Demonstrate the logic of organizing,and its relationship to other man-
agerial functions.

› Understand the organizational principles of specialization and
decentralization.

› Recognize that the exact number of people a manager can effectively
supervise depends on a number of underlying variables and situations.

› Draw a distinction between formal and informal organizations.

Introduction

Once the workload of an enterprise grows be-
yond what a single person can do, a greater de-
gree of organization becomes necessary. Various
tasks must be assigned to different people, and
their individual efforts must be coordinated. As
the business expands, this process leads to de-
partments and divisions,with each having its own
particular mission. One should consider the re-
sulting organization as a complex machine. Each

part performs a necessary function.The different
parts are painstakingly matched and assembled in
order to meet the stringent demands placed upon
the system.A change in any one of the parts will
frequently call for an adjustment in several others.

The organization must be developed to accom-
plish the job, and a social structure must be built
to meet the needs of the people doing the work.
It is composed of several parts or elements that
must be balanced carefully in order to achieve the
desired goals. To accomplish tasks, the manager
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must utilize both technical and social tools of or-
ganizing.The techniques of structure,procedures,
and manuals must be appropriately used in a so-
cial setting that recognizes the influence of indi-
viduals and groups on the ultimate outcome of
business efforts.

Goals and Objectives

Basically speaking, when the manager sets
about organizing business efforts, there are two
major initial considerations: (1) what are the goals
and objectives, and (2) what resources are avail-
able to achieve these goals? With these two ele-
ments firmly in mind, the manager can prioritize
and organize the efforts of the business to pursue
the desired goals. The two constantly interact,
since resources are always finite.

Care should be exercised, however, that the re-
sources (or apparent resources) do not limit the
potential of the business. Certain goals may war-
rant extending the present resources to a point
not previously considered possible.

Determining available resources means simply
identifying the financial means available, review-
ing the personnel capabilities, and surveying the
physical assets of the organization. The business
must have the required resources available, find
ways to get them, or develop a structure more
compatible with the currently-available resources.

Answering the following questions methodi-
cally and carefully should provide the manager
with an idea of what resources are available:

General

1. Do you have a firm estimate of the re-
sources required?

2. Do you have an inventory of resources on
hand?

3. Do you have a written plan for arranging
and relating resources to meet planned ob-
jectives?

4. Are additional resources available?
5. Do you have a plan for obtaining additional

resources?
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Financial Practices

1. Do you have current, accurate financial
statements?

2. Do you regularly compare your present fi-
nancial status with your past record?

3. Do you project your financial needs into the
future?

Personnel

1. Do you have a current list of your present
personnel indicating qualifications, skills,
history, and performance?

2. Do you have an ongoing training and devel-
opment program for your current personnel?

Physical Assets

1. Do you maintain an accurate listing of build-
ings, equipment, vehicles, aircraft, and real
estate?

2. Does your listing indicate value, physical
condition, needed improvements, their
costs, and operational capabilities?

Having clearly identified the existing resources
of the organization, the manager should determine
the capacity for the business to acquire additional
resources. Some insight into this capability can be
gained by answering the following questions:

1. Is additional capital available in the form of
either equity, loans, or credit?

2. Can the labor market provide additional
personnel of the type and experience level
required?

3. Can additional physical resources in the
form of real estate, buildings, or operating
areas be acquired?

The next step is to establish goals and objec-
tives. The framework for this activity was pre-
sented under the managerial function of planning
discussed in Chapter 2, Management Functions.
Here it becomes the structure that guides the day-
by-day organizing activity of the manager and the
total business.
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Organizational activity develops a structure
that will facilitate and encourage the achievement
of these goals.

Selecting Information

The body of human knowledge and the ability
to access it quickly and accurately are growing at a
phenomenal rate. Having access to almost instan-
taneous information from around the world is a
very positive tool,but it can also have the negative
effect of overwhelming one with issues and infor-
mation. A “Renaissance Man” can be defined as a
person who is familiar with, even highly steeped
in,all areas of human knowledge.The Renaissance,
ending five hundred years ago, was the last time
that such a singular accumulation of knowledge
was possible. Today, the volume of information
available and its rate of increase are just too great.

In light of this, the business owner and manager
must somehow select what information to pursue
in more depth, and what to ignore. Some of his or
her employees may have a tendency to move su-
perficially from one data set to another, thinking
they know what it implies for the business, while
other,more detail-oriented employees may tend to
get stuck in what has been called “analysis paraly-
sis”—the desire to really know enough before
making a recommendation or decision.The astute
manager will be on the lookout for these tenden-
cies in both himself and his or her employees and
provide corrective direction in either case.

Routine-ize the Routine

Given that so many tasks always seem to be in a
state of flux, it is extremely important that man-
agers structure their operations so that as many
daily tasks as possible can be handled through the
use of standard procedures. Every worker’s job
should consist of some percentage of routine work
following prescribed procedures, and some
smaller percentage of non-routine work for which
non-standard ideas and solutions have to be cre-
ated. Generally, the higher one’s position is in the
firm, the less routine and more non-standard will
be the work, yet even top managers need routines,

and if this is not their strong suit, they need good
subordinates such as administrative assistants and
department heads who will keep them on track.

AWorld of Change
It used to be said that nothing is sure in life

except death and taxes. The new truism might
encompass death, taxes, and change. New tech-
nology is constantly being offered on the market,
including new computer software and more
powerful machines to run it; new political issues
face the airport, new people get involved or dis-
appear,and new problems and issues arise that the
business owner and his or her team must tackle.

For many workers, massive uncertainty and
being faced with a new situation are very chal-
lenging. It is hard for them to believe that out of
the current confusion, a road map for success
and decisive actions to achieve it will appear.
A useful analogy for the manager to use at such
times is this:

“Imagine that a small group of people is trying
to put together a big, complex jigsaw puzzle. At
first,someone shakes all the pieces out of the box
onto the table, and it’s impossible to tell if in fact
there are several puzzles in the heap,or just one.

“Then, it gets sorted out into piles and one puz-
zle is separated off.The group begins to find cor-
ner pieces and put them in place,then side pieces,
and then pretty soon a few middle pieces get
placed. Before long, the picture begins to emerge,
and after a while there are just a few pieces left
that even a child could place correctly.3

“But, remember the lesson of the puzzle—
every time a new situation arises, it will probably
feel overwhelming and confusing. Some people
have a higher comfort level than others with that.
Some people relish shaping order out of confu-
sion; others are happier when the tasks are more
cut and dried and the framework in place. Even-
tually every pile of loose pieces gets to that point
if people persist.”4

Legal Structure
The manager has several forms of business or-

ganization available. By carefully selecting the
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appropriate form,he or she can increase profit,de-
crease taxes, protect business assets, provide for
orderly growth of the business,and balance the re-
sources against the challenges provided by the
competitive world of business.The following basic
types of business organizations are available:

> The sole proprietorship;
> The partnership, including the limited liabil-

ity partnership (LLP); and
> The corporation, including the limited liabil-

ity corporation (LLC).

A flying club might also qualify as a not-for-profit
educational organization. There are variations in
partnerships and corporations, but we will con-
sider only these three major categories.While no
selected form of business organization needs to be
the permanent choice,it should be recognized that
it may be difficult to develop a new form to meet
changing needs while the business still operates
under the original form.As the business grows, it
will change in its operations and needs, and the fi-
nancial and tax situations will more than likely also
change. Likewise, statutory, legal, and tax develop-
ments may change the characteristics and advan-
tages of the various business structures available.In
view of the changing business world, the manager
should consider carefully,early in the process of or-
ganizing the business, the legal structure most suit-
able for its long-term viability.

Let’s consider the major advantages and disad-
vantages of the three principal forms of legal
structure.

Sole Proprietorship

The sole proprietorship is usually defined as a
business owned and operated by one person. In
community property states, the spouse may also
have an ownership interest. To establish such a
business, all that is required is any local and state
business licenses.

Advantages include:

> Ease of formation and dissolution;
> Sole ownership of profits;
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> Control and decision-making vested in one
owner;

> Flexibility; and
> Relative freedom from regulation and spe-

cial taxation.

Disadvantages include:

> Unlimited liability for business debts that
may affect all the owner’s personal assets
(additional problems of liability, such as
physical loss or personal injury, may be re-
duced by proper insurance.);

> An unstable business life, highly dependent
on the health and welfare of the owner; po-
tential lack of continuity;

> Less available capital in most cases; relative
difficulty in obtaining long-term financing;

> Relatively limited viewpoint and size, and a
lack of“sounding boards”; and

> Difficulty in building equity in the company
for sale or retirement purposes.

Partnership

A partnership is an association of two or more
people for business purposes.Written articles of
partnership are customarily executed, and one
expert in this area suggests each prospective
partner write out their desires and goals from
participation in the enterprise before any formal
negotiation.1 This will clarify, for example, any
conflicting ideas about time to be invested versus
compensation taken out, about the level of
company facilities such as office space, cars,
furniture and so on to be acquired before profits
are made; and about how long each party is
willing to subsidize operations, and to what
degree.Written articles normally address at least:

> Name,purpose, domicile;
> Duration of agreement;
> Nature of partners (general or limited, active

or silent);
> Contributions by each (at inception, subse-

quently);
> Business expenses (how handled);
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> Authority of each partner to make decisions;
> Chief Executive Officer and how appointed;
> Separate debts;
> Books, records, and methods of accounting;
> Division of losses and profits;
> Draws or salaries;
> Rights of a continuing partner;
> Death of a partner (dissolution and winding

up);
> Employee management;
> Release of debts;
> Sale or transfer of partnership interest;
> Arbitration;
> Additions, alterations, or modifications of

agreement;
> Settlement of disputes;
> Required and prohibited acts; and
> Absence and disability.

It is recommended that partners be mutually sub-
ject to intensive background, credit, and character
investigation because most new ventures that fail
do so because of disagreements among partners.

Advantages of partnership include:

> Ease of organization;
> Pass-through taxation,meaning that all profits

“pass through” the business to the partners,
who pay taxes on their share of these profits;

> Automatic availability of a sounding board
for business choices;

> Minimum capital required;
> More capital available than for a sole propri-

etorship; and
> Broader management base and provision for

continuity.

Disadvantages include:

> Potential for conflicts among partners with
divergent personalities, goals,values,or other
factors;

> Less flexibility for the individual owner,
because of the need for consultation with
partners;

> Unlimited liability, as with sole proprietor-
ship, unless formed as a limited liability
partnership;

> Potential size limitations;
> Capital restrictions; the firm may be inapp-

ropriately bound by actions of just one
empowered partner; and

> Difficulty of transferring partnership interest.

Most states have adopted legislation permit-
ting partnerships to be organized as limited liabil-
ity partnerships. LLPs allow the partnership to
retain the benefits of pass-through taxation while
limiting the partners’ liability for the debts of the
business and certain actions (torts) committed by
employees.

Corporation

The corporation, under Chapter 1 of the Inter-
nal Revenue Code,has a separate legal life from its
members; it is “an artificial being, invisible, intan-
gible, and existing only in contemplation of the
law.”2 Subchapter C of that chapter provides the
basic corporate form, while Subchapter S pro-
vides the benefits of pass-through taxation to
qualifying corporations. Corporations are usually
formed under the authority of state governments.
Multistate or out-of-state corporations are more
complex, because they must comply not only
with various state laws, but also with the require-
ments of interstate commerce.

Other things being equal, the advantages of
corporations include:

> Limitations of the stockholders’ liability to
the amount invested, with respect to busi-
ness losses (though not with respect to dam-
age suits, and so on);

> Ownership is readily transferable;
> Separate legal existence, even with the de-

mise of all current owners; can be inherited
or sold;

> Relative ease of obtaining capital compared
with other organizational forms;

> Tax advantages, including owner’s fringe ben-
efits and other considerations; some ability to
take compensation as dividends instead of
salaries, reducing social security tax liability;

> Permits larger size;
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> Structure lends itself to easy expansion;
> Delegated authority from the corporation to

its employees and officers; and
> Potentially broader skill base as a larger firm.

Disadvantages include:

> Closer governmental financial regulation;
> Relative cost and complexity to set up;
> Activities limited by charter;
> Business could be open to manipulation of

minority stockholders; and
> Double taxation as a Subchapter C corpora-

tion on corporate net income and on indi-
vidual salaries and dividends.

This last feature may be overcome by electing
Subchapter S status.The purpose of Subchapter S
(26 CFR 1.1361–1379) is to permit a small busi-
ness corporation to employ pass-through taxa-
tion; i.e., to have its income taxed to the
shareholders as if it were a partnership. One
objective is to overcome the double taxation
feature; another is to permit shareholders to
offset business losses against their other income.

Some conditions for Subchapter S status are
that the corporation have 100 or fewer shareh-
olders, all of whom are individuals or estates, that
there be no nonresident alien shareholders, that
there be only one class of outstanding stock,
that all shareholders consent, and that a specific
portion of the corporation’s receipts be derived
from active business rather than enumerated
passive investments.No limit is placed on the size
of the corporation’s income and assets.

Most states have also adopted legislation per-
mitting corporations to be organized as limited
liability corporations.LLCs are similar to Subchap-
ter S corporations, with additional advantages:
they are typically easier to organize, there is no
limit to the number of owners, and the LLC status
cannot be revoked by the IRS, as can the Sub-
chapter S status of a corporation.

Given the choices of structure, many busi-
nesses may want to advance gradually to more
complex forms as they grow. The benefits of
incorporation may be particularly strong for fam-
ily enterprises.
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Principles of Internal Organization
No matter the legal structure of the firm, that

structure normally does not impact employees in
their day-to-day tasks, and the firm has numerous
choices of internal structure to get the daily work
done. Most aviation businesses are quite small.
Aviation Maintenance Technician Magazine re-
ported in 2002 that the average business had 10 or
fewer mechanics. This means that there may be
little latitude for research and experimentation,
or for choices of organizational structure within
the company,and that learning from the industry at
large may be an important means of staying
current.

The Rational Model vs. Some
New Approaches

Adam Smith, in his classic The Wealth of
Nations, set the stage for the success of the indus-
trial revolution by addressing the issue of division
of labor, and therefore, specialization.5 A twenti-
eth-century prophet in the same vein was Freder-
ick Taylor, who pioneered the idea of motion
study; namely, each task has only one best way to
do it, and finding this best way will lead to effi-
ciency and profit.6 The advancement of statistical
tools of analysis, together with the ability to pro-
cess large amounts of quantitative information us-
ing computers, seems to be a continuation of this
school of thought. However, Taylor’s approach
com-pletely removes human factors from the dis-
cussion and seeks to make each worker as
machine-like and quantitatively productive as
possible.

The recognition of human motivation as an
integral part of the rational model came with
the work of Frederick Herzberg, a psychologist
who became widely recognized in the field of
business management. Herzberg developed the
Motivation-Hygiene theory of job satisfaction,
which states that employees are influenced
both by motivating factors that are important in
promoting job satisfaction, such as achievement
and recognition, and by “hygiene” factors that
help prevent dissatisfaction, such as salary and
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benefits. It is important for the manager to un-
derstand that motivating and hygiene factors
operate independently of one another, and that
both sets of factors are present in the ideal work
environment.7

Several studies of Japanese productivity and of
highly-successful U.S. firms have led to additional
views of business organization.8 The talents re-
quired for custodianship of an existing corporate
leviathan may now include creativity, innovation,
adaptation to change, and high quality. Leaders in
this area included JackWelch (now retired),when
he was CEO of GE.9

Explicit Corporate Philosophy

Corporate values help shape the corporate cul-
ture. One tool of management and organization
that has been gaining ground is the formal state-
ment of corporate values and goals.This statement
may be referred to as either a mission statement or
a vision statement, depending on how broadly it is
written and whether it focuses on the present or
on the future. Regardless of how it is classified, a
company statement that is available to all employ-
ees and that explains how the corporation wants
to handle service can provide the backdrop and
value system for everything that goes on in the
company. It can, in addition,help to explain the nu-
ances of the organizational structure and provide
guidance where the structure does not provide
specifics. Examples of such statements include
Nordstrom’s generous return policy, Frito-Lay’s
99.5 percent reliability of daily calls to all stores,
McDonald’s stress on hygiene, Hewlett-Packard’s
emphasis on sufficient profit to finance company
growth and provide the resources needed for
other corporate objectives, and many others.

Organizational Culture

The effectiveness of an organization is also
influenced by the organization’s “culture,” which
affects the way the managerial functions of plan-
ning, organizing, staffing, leading, and controlling
are carried out.Culture includes many facets,such

as how people at various levels dress, how often
they come to work early or stay late; how much
after-hours socializing there is within the rank
and file, to what degree communications flow
freely from junior staff to top management (or
whether it must flow only through approved
channels); how open the company is to trying
employee suggestions—these are but a few
aspects of the composite that is corporate
culture.

As it relates to organizations, culture is the
general pattern of behavior, shared beliefs, and
values that members have in common. Culture
can be inferred from what people say, do, and
think within an organizational setting. It involves
the learning and transmitting of knowledge, be-
liefs, and patterns of behavior over a period of
time, which means that an organizational culture
is fairly stable and does not change quickly. It of-
ten sets the tone for the company and establishes
implied rules for the way people should behave.

Many slogans give a general idea of what a partic-
ular company stands for.Here are some examples:

Delta describes its internal climate with the
slogan“the Delta family feeling.”

The Disney Corporation refers to its customers
as “guests” and its employees as “characters” (im-
plying they are all considered to be on stage
while working).

In similar ways, Maytag wants to be known for
its reliability, Ford for quality, and so on.

Managers, especially top managers and owners,
create the climate for the enterprise.Their values
influence the direction of the organization.
Changing a culture may take a long time, perhaps
5 years or longer. It demands changing values,
symbols, myths, and behavior. This is important
for a new manager or business owner to keep in
mind. If cultural change is to occur, top manage-
ment must persistently and consistently reinforce
the new norms over a period of years.

Specialization and Job Rotation

A review of the early history of the Industrial
Revolution in both the United States and Europe
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suggests that great strides were made in produc-
ing larger quantities of goods at lower cost, partly
because of specialization—the application of
Adam Smith’s ideas. As the number of an em-
ployee’s duties became more limited, he or she
became an expert in a narrow area.

Evidence from Japan and elsewhere suggests
that there may be limits to this approach. Some
problems include:

> Monotony and boredom;
> Lack of ability to see or understand the

whole enterprise;
> Lack of pride in products, as a person only

carries out one small task on each item;
> High absenteeism; and
> High turnover.

By contrast,where entry-level managers are ro-
tated to every key part of the firm and required to
learn every job, they relate well to the big picture
and to the problems of other departments.When
senior management has been through this ap-
prenticeship there is more contact with the tech-
nical realities of the job. Likewise, when employ-
ees on the line are organized so that they see the
total effects and importance of their labors, qual-
ity and satisfaction go up. When line employees
are asked for help on improving the processes
(e.g., quality circles), they often contribute enthu-
siastically and constructively.

Decentralization and Decisions
by Consensus

The rational model indicated that the owner/
manager should reserve all major decisions. A
new approach is more oriented toward making
all decisions at as low a level as possible; that is,
as close as possible to the people who will be
putting them into effect.The availability of e-mail
and the Internet on almost every employee’s
desk means that no longer is top management
the only level of a company that knows detailed
information about the firm and other firms. Peo-
ple have access to more information and many
will use it, often almost unaware, to bring more
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expertise to their jobs. In consequence, they may
want more of a voice regarding how operations
are conducted.

Decentralization does not refer to specializa-
tion of the work itself, but to the division of the
managerial work and assignment of specific du-
ties to various department heads or executive lev-
els. The key issue becomes: how much of the
managerial work, the planning, organizing, direct-
ing, and controlling shall be done by the presi-
dent, or manager, and how much should be as-
signed to other personnel? This allocation of
managerial work is one of the most critical and
most sensitive aspects of the organizing process.
The amount of decentralization reflects many
considerations, including importance of work, in-
dividual capabilities, and managerial desire to
control, vs. to decentralize. In many situations the
executive finds a need to decentralize out of
sheer necessity, in order to lighten the workload.
Often it is discovered that such action results in
improved morale, better local coordination, and
faster action on important matters.

A manager should look closely at the workload
in deciding what part or parts of the overall man-
agement function should be transferred to execu-
tives at lower levels.As discussed in Chapter 2, he
or she should remember that delegating responsi-
bilities is:

> Assigning duties and the attendant responsi-
bility to accomplish them;

> Granting authority and creating an obliga-
tion on the part of the subordinate;

> Getting out of the way, so the assigned work
can get done.

These three elements have been compared to
the legs of a three-legged stool. All three are re-
quired for the whole to exist effectively. The as-
signment of duties without the necessary author-
ity over resources to accomplish them will not
succeed, nor will constant micromanagement.

In deciding how much decentralization to at-
tempt, or where to place authority and obligation
in an organizational structure, the manager might
consider the following guides:

Coulby_et_al_Essentials_of_Aviation08E_Ch06_Printer.qxd   06/30/15   11:30 AM  Page 174



1. Who knows the facts, has the technical abil-
ity, and can get them together most readily?

2. Who has the capacity to make sound deci-
sions?

3. Is it necessary that speedy, on-the-spot deci-
sions be made?

4. Is it required that local activity be carefully
coordinated with the work of other units?

5. How significant are the decisions in the area
under consideration?

6. What is the existing workload for managers?
7. Will morale and initiative be significantly

improved by decentralization?

When the manager decentralizes the operation
in the process of developing an organizational
structure, he or she should recognize the impor-
tance of this action and the change that will be re-
quired in his or her manner of personal operation.
Decentralization needs to happen in an equitable
way so that, for example, all department heads
have about the same authority and none is seen as
being the boss’s favorite.

Experience has shown that planning is the
most critical of the managerial functions if decen-
tralization is to be effective.The process of identi-
fying problems and deciding the correct action to
take is something the manager is loath to release
to others; it is something he or she is prone to su-
pervise closely. The functions of organizing, di-
recting, and controlling are very important, but
they tend to depend upon how the planning du-
ties have been allocated.

Management by Walking Around

A practice first identified by David Packard, co-
founder of Hewlett-Packard, “management by
walking around” means that the owner/manager
gains a direct, unscheduled view of what is going
on, including stopping to ask junior staff what
they are doing and what the obstacles are to
doing it better.Great tact, of course, is required in
order not to undermine the authority of the im-
mediate supervisors or cause them unwarranted
anxiety about how their department is perceived

to be run.The chief executive should take up any
observed problems privately with supervisors
and managers, and be sure to give them a chance
to explain why they took their chosen course. In
a sizable tight line/staff organization,management
by walking around is the only way the owner/
manager can keep in touch with what’s happen-
ing on the floor. Rather than relying only on re-
ports from the five to ten department heads and
aides who report directly, he or she makes per-
sonal, direct observations as well.

Management by Results

The ultimate result of any business is profit,and
the intermediate results are quality and customer
satisfaction. Management by results is a variation
of management by objectives that explicitly gives
the people responsible the necessary latitude to
decide for themselves what techniques to use to
obtain desired results (within the ethics and qual-
ity standards of the firm). If accompanied by a few
specific performance measures, this approach can
work well.

Span of Control

Span of control is a concept used in organiza-
tional activity that is based largely on a theory of
human limitations. Ideally, a particular manager in
a specific situation can directly and effectively su-
pervise a limited number of subordinates.There is
considerable controversy over the nature and im-
plications of the span-of-control concept.

The“correct”span for one manager in one situ-
ation at a particular time may vary widely from
that of another manager, situation, and/or time.
Ralph Davis, in his classic 1951 study, suggested
that if a manager is supervising subordinate man-
agers and the work is difficult, then the span
should be limited to approximately three to
nine.10 If one is supervising operative employees,
acceptable spans are from ten to thirty.

A practical approach may be to realize that
the correct span of control is affected by a num-
ber of factors and to try to organize the business
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structure with these factors in mind. In follow-
ing this practice one would consider:

> The complexity of the work being controlled;
> The degree of similarity to other work;
> The degree of interdependency with other

work;
> The stability of the organization and situation;
> The degree of standardization;
> The caliber of the manager, including the

span of attention, energy, and personality;
> The availability of the CEO, including de-

mands for outside appearances and public
affairs activities, and any other business ven-
tures using up his or her time; and

> The caliber of the subordinates and their
motivation.

The specific determination of the span of con-
trol must be decided on an individual basis by re-
membering that the outcome determines the su-
pervisory relationship between superior and
subordinate and the shape of the organizational
structure. The manager must remember, too, the
basic human needs and the primary needs of the
organization for an effectively coordinated and
controlled effort.

With the current nearly-universal availability of
e-mail and the Internet, employees have access to
huge amounts of information as quickly as manage-
ment does,and the old concepts of“need to know”
sharing of information are disappearing rapidly.
This consideration influences the span of control.

Another consideration for a small FBO business
is that if the organization chart is a many-leveled
pyramid,then there will be some layers of positions
that are purely overhead, such as those of assistant
vice presidents and so forth.The majority of smaller
companies cannot afford too many such positions,
meaning that the operating managers, such as the
chief pilot and maintenance manager, are most
likely to report directly to the owner/manager.

Effective Work Groups and Teams

As there are individual personalities and dif-
ferences, so there are group personalities and
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differences. Organizational activities tend to cre-
ate and influence the development of work
groups. By knowing something about groups,
their characteristics, and their behavior, the man-
ager can improve his or her management. S/he
can develop more effective work groups, and
must accept the work group as an integral com-
ponent of the total organization.

Rensis Likert has said, “An organization will
function best when its personnel function not as
individuals but as members of highly effective
work groups with high performance goals.”11 Be-
cause of the group’s importance to the organiza-
tion, we will attempt to understand how it works,
how its structures and procedures can influence
business results,and how it can be used,as well as
misused, in advancing the organization’s interests.
A starting point is the determination of the char-
acteristics of the group. By considering these
characteristics, a manager can plan the organiza-
tional activity to achieve goals or measure
progress from the past.The key characteristics of
a group and some important concepts or guide-
lines from the manager’s point of view are shown
in Figure 6.1. The manager needs to recognize
these characteristics and utilize the pertinent
concepts to his or her advantage in order to
develop the organizational structure.

Staff Support

In designing an organizational structure, most
managers utilize some sort of staff.The staff func-
tion is normally separated from the primary chain
of command and from the line functions, to pro-
duce economy and effectiveness of operation.

The concept of staff refers to a unit not directly
involved in the end product or salable items of
the organization, that is, with the support
functions.The CEO primarily fulfills a staff func-
tion. Serving in the normal fashion, staff units typ-
ically:

1. Give advice—the personnel office may offer
advice to the manager of the maintenance
department on the interpretation of selec-
tion screening devices used by the company.
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2. Perform services—the accounting depart-
ment, in developing an analysis of the costs
involved in conducting flight instruction, is
providing a service for the flight department.

3. Provide information—in many instances the
staff provides information on personnel, on
employment data, on tax questions, and on
many areas in the technical competence of
the specialist.

It should be recognized that the distinction be-
tween the two terms, line and staff, represents an
oversimplification.For one thing, the real relation-
ship in terms of authority, influence,and control is
much more complicated. For another, in small or-
ganizations most managers may fulfill both line
and staff functions. Instead of the departmental-
ization that is seemingly emphasized by the con-
cept, the real focus should be on the high degree
of interdependence required if the major systems
in the organization are to function at maximum
effectiveness.

Without cooperation and coordination in the
pursuit of joint goals, conflict can emerge in line-
staff relationships. Line functions may believe

they make money for the organization by them-
selves; staff functions may feel under-recognized
and know that they are essential to the bottom
line, too. Lack of resolution of these innate differ-
ences may lead to many operational problems and
ultimately to the need for managerial corrective
decisions.Astute managers are aware of the inher-
ent differences in the two functions and seek to
keep the two working harmoniously together.

Human Factors

A major element in organizing a business is the
recognition of the human aspects of organization.
A good starting point is the realization that people
work to satisfy needs and that the design of the or-
ganizational structure makes a tremendous impact
on the achievement of those needs.The typical hi-
erarchy of needs met from working is discussed
more fully in Chapter 5,Human Resources.

Our primary concern at this point is meeting
human needs through the organization, since the
structure of a company defines an environment of
formal rules, job descriptions, and communication
networks during working hours.This environment
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Figure 6.1 u Key Characteristics of a Group

Characteristics Concepts

Group Goals Group members are more dedicated to goals they help establish than to those imposed
upon them by others.

Structure There is both formal and informal structure in small groups.
Size Should be large enough to obtain sufficient ideas, yet small enough not to hamper free

communication or inhibit participation.
Leadership Indications are that every group requires some“central focus.”
Participation Group size, power and status structure and style of leadership are determinants of the

nature and extent of participation.
Cohesiveness Determined largely by the degree to which group goals help satisfy individual needs. If

cohesiveness is obtained for official, task-oriented groups, the organization stands to
gain through increased cooperation and motivation.

Norms There is a tendency for the behavior of group members to coincide with group norms.
Agreement Pressures toward group norms tend to produce agreement.Most business groups prefer

to work toward a consensus,meaning acceptance without necessarily fully approving
personally.
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can satisfy needs, or block them. It can help de-
velop good attitudes or bad attitudes, and it can
partly determine what people think and learn.
Company structure becomes a highly important
element in getting results. It can contribute to or
detract from the satisfaction of human needs.The
following are a number of ways that organization
design can contribute to human needs:

Small units. By assigning workers to small
groups of three to ten, social satisfactions are
greater.

Non-isolated jobs. One should not break
down work into such extremely specialized and
independent parts that a person lacks the oppor-
tunity to interact with fellow workers.

Job enlargement. Narrow specialization, or
division of the work into extremely small compo-
nents, may diminish worker satisfaction and af-
fect the employee’s opportunity for growth. By
enlarging the job, many companies have realized
benefits, including increased worker satisfaction.

Job enrichment. The concept of job enrich-
ment implies increasing the challenges of a par-
ticular job to allow employees to use a greater
range of their skills and abilities.This may be con-
trasted with job enlargement,which simply seeks
to increase the number of tasks performed.

Broad responsibilities. A very narrow area of
responsibility tends to create a situation of always
giving and never receiving.To satisfy social needs,
a person’s relationships with others should be
reciprocal.

Place or status. The place or status of the in-
dividual in the organization may create pride in
the position and even in the title itself.

Decentralization. Increasing the freedom of
action of the subordinate and the opportunity to
satisfy the need for self-expression are two bene-
fits of decentralization.
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New Approaches to Organization

Organization is a management tool—a most
powerful tool—designed to fulfill specific needs.
As the needs change, new ways are required to
satisfy the changing conditions.There is an inter-
action between the manager’s knowledge and
skill level, the organization’s existing situation,
and the impact of the environment and its chang-
ing demands.The combination of these elements
results in the identification of an existing organi-
zational situation.

As we have discussed, change is inevitable in
the business world, so the manager must have a
genuine concern for the application of new ap-
proaches to organization that will make it easier
to meet the demands of change. In one situation,
it may mean simply the introduction of a formal
organizational chart and structure in order to
achieve a degree of stability. In another, it may
mean identifying the need to relate more strongly
to the customer. In still another way, it may re-
quire being aware of the special needs resulting
from complex problems,special environmental is-
sues, or technological changes. Each of these situ-
ations suggests the need for a new approach to
organizational design. Some of the new directions
that have been suggested include:

1. Hiring“idea”people to promote innovative
ways of approaching and developing an-
swers to problems.

2. Hiring individuals who are manifestly “dif-
ferent” from those normally hired in order
to ensure fresh ideas.

3. Focusing management control on the out-
come of work, rather than the way work is
done.

4. Increasing rotation among jobs.
5. Increasing employee participation in

decision-making.
6. Encouraging professional association in-

volvement so that people identify with a
group outside the organization.

7. Using project teams whenever feasible.
8. Including formal consumer representation.
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9. Decreasing the number of supervisory lev-
els or eliminating the superior and subor-
dinate relationship.

10. Implementing individual profit centers.
11. Providing compensation based upon re-

sults achieved.
12. Allowing much greater freedom of access

to information.
13. Encouraging mobility of individuals.
14. Increasing individual rights.
15. Supporting continued education.

A prototype organization for the business of
the future has been suggested, as well. It may not
be completely realistic, but it should stimulate ad-
ditional thought and action in developing the
new form needed for future business organiza-
tions. This proposal has four major features:

1. Hierarchical and bureaucratic structure is
reduced to an absolute minimum.

2. Most middle-level jobs are conceived of as
temporary.

3. Individual employees are assigned to com-
petence centers or profit centers.

4. Career development is emphasized by the
introduction of many varied programs.

Communications Technology
for Internal Organization

For some years, forward-looking companies have
been shifting to telephone conference calls, in-
creasingly-sophisticated phone systems, smart
phones with Internet and e-mail capability, and
other tools to enable internal communications to
be more effective.What is known today as a “real-
time meeting”may use a combination of web,audio,
and video tools to enable work groups to “meet”
and do business without having to be in the same
location.The software systems also allow for real-
time shared viewing and editing of documents and
drawings as well as “archiving” real-time speeches,
presentations and discussions for later use in train-
ing. Larger companies with more than one outlet
are turning to these approaches to save money and

time and to meet the needs of their clients.While
this topic is covered here, it is also highly pertinent
to marketing and may provide new means of meet-
ing customer needs also.Various vendors are evolv-
ing in a marketplace that is thought to be growing
at 30–40 percent per year.12,13 However,face-to-face
contact is still needed to build the relationship and
work out any difficulties,and the requisite air travel
may not be affected as much as FBOs may fear be-
cause, as is true with all new technologies, this en-
ables people to do more, not just do better what
they were already doing.

Internal company websites, or intranets, can
also help the organization improve its internal
communications process. Intranets allow the in-
stant widespread dissemination of policies and
procedures documentation to company employ-
ees, and help resolve problems related to the revi-
sion process for such policy manuals that exist in
hard copy form.

Internal Structure Design
When developing an internal organizational

structure for a business, the manager should con-
sider such factors as departmentalization, decen-
tralization, delegation, specialization, managerial
resources, staff capabilities, and the specific types
of business activity involved.Managers should use
each of these concepts in developing an effective
total organizational structure. The determination
of the overall structure is based upon four major
considerations:

1. What balance and emphasis should be
given to the various departments?

2. How can the span of control or supervision
of each manager be effectively utilized?

3. How can dynamic change be provided for?
4. How can this organization be integrated

into the other phases of planning, directing,
and controlling?

The answers to these questions provide direct
guidance in identifying the desired organizational
structure.
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operating on a functional basis regardless of
formal organizational structure. As the owner/
manager hires an assistant or supervisor, this
person is normally placed in charge of a specific
function and all employees receive guidance from
him or her in that one area. As additional
supervisors are added with functional specialties,
the employee must move from supervisor to
supervisor (function to function) as he or she
performs different physical tasks.

This is one source of difficulty with the
functional organization; employees can become
confused, conflicts can develop, supervisors may
battle for employees’ availability, and problems
arise in evaluating quality of work and perform-
ance on the job. On the other hand, temporary
functional assignments into special-purpose task
forces, which have a leader, a mission, and a set
amount of time to do the task and disband, can
have great value. An example of this might be a
flight instructor who is tasked with delivering an
airplane to a customer for the sales department.

Line Organization

The second type of formal organization struc-
ture is the pure line organization. In this type of
structure, the supervisor is in charge of a specific
operational unit and of the time of all people

Formal Internal Structure

In developing the formal structure of the or-
ganization, the manager has three basic formats
to consider: functional, line, and line and staff.
Since many aviation businesses need to utilize el-
ements of all three business structures, it is rec-
ommended that the manager understand the
terms and be able to use all three concepts in or-
ganizing a business.

Functional or Matrix Management

Opinions regarding the value of the functional
or matrix form of organization come and go.
An example of the functional form is shown in
Figure 6.2. The functional organization has a su-
pervisor in charge of each function or project,
rather than in charge of specific employees. Each
of these supervisors is a specialist and makes de-
cisions for that functional area.The suitability of
the matrix or functional organization form to an
aviation service business is limited, because many
of the line personnel must be specialized and cer-
tified, e.g., as pilots or as maintenance techni-
cians, thus, they cannot do another’s job without
dual certification.However, just as the manager of
a small business wears many hats, the employees
do as well, and, in that sense, an FBO may be

Figure 6.2 u Functional or Matrix Organization

EMPLOYEE FUNCTIONAL FUNCTIONAL FUNCTIONAL FUNCTIONAL
AREA 1 AREA 2 AREA 3 AREA 4

Led by Matt Led by Judy Led by Jack Led by Jean

Mary O

O

O

O

O

O

O

OO

O

O

José

John

June

Spike O

O = assists as needed, reports to that functional supervisor for assigned tasks

Coulby_et_al_Essentials_of_Aviation08E_Ch06_Printer.qxd   06/30/15   11:30 AM  Page 180



assigned to work in that unit. This is frequently
thought of as the military form of organization.
The line organization has one person in charge of
another person, who in turn is in charge of other
persons, although the number of layers can be
minimized. (See Figure 6.3)

Line and Staff Organization

For companies that have grown beyond the di-
rect supervision stage, the line and staff organiza-
tion becomes the most feasible form of structure.
It differs from the straight line because a staff ele-
ment has been added to the structure.With regard
to actual operations, the structure operates simi-
larly to the line structure. However, the staff ele-
ment is there to advise the line manager and the
CEO on the technical features of that staff spe-
cialty, thus assisting that manager in getting the
job done. The staff unit is normally designed to
provide advice, information, and services to line
managers and the CEO. Figure 6.4 suggests a line
and staff structure for an aviation business. In this
type of structure, the supervisors in sales, instruc-
tion, service, and flight have the responsibility for
getting the job done in their individual areas, and
the staff personnel in administration and finance
have the task of advising and assisting in their

areas of specialty. For example, accounting might
advise on the necessary records and budget guide-
lines, or administration might advise on OSHA re-
quirements and coordinate report deadlines.

The aviation manager should be aware of all
three types of organizational structure and recog-
nize that there are elements of each in every busi-
ness. The most likely pattern when a business is
starting will be functional, then as the business
develops the organization will adopt a line struc-
ture, and finally,with size, it will assume the char-
acteristics of a line and staff structure.

Informal Internal Structures

The formal organization consists of the official,
authorized relationships prescribed by manage-
ment, usually as depicted by company and de-
partment organization charts. However, informal
internal structures are also part of every organiza-
tion. Informal organization consists of the myriad
relationships,unofficial and unauthorized,created
by the many individual personalities and groups
within the formal structure. These relationships,
both good and bad, spring up spontaneously and
continually. There is no choice whether to have
an informal organization; it is a fact of organiza-
tional life. Since it exists regardless of the
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Figure 6.3 u Line Organization

Supervisor, flight
department

Supervisor, line
department

Supervisor, service
department

Supervisor, sales
department

Manager

Employees Employees Employees Employees
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manager’s approval, it is important for manage-
ment to capitalize upon its advantages and work
around its disadvantages. There may be many
pockets of separate organization.A healthy com-
pany will, however, seek to encourage inclusive-
ness rather than cliques.

Managers who do not understand group behav-
ior and attempt to break up informal groups are
frequently frustrated when new alignments form
and present continuing problems.The successful
manager is one who understands the nature of
group forces, who is perceptive to group needs,
understands why employees need to talk together
about various aspects of work, and who can suc-
cessfully blend the informal groups’ goals with
those of the formal organization. A perceptive,
yet light touch is needed.

The informal structure is the source of many
positive values that can contribute to the organi-
zation. Management’s chief concern in this area is
to achieve positive feelings and identification,
which will provide a maximum benefit to the or-
ganization’s efforts.Although this goal may depend
strongly on the individual manager’s skillful use of
organizational tools (including the ability to direct
and control), it also includes the ability to achieve
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a high level of harmony without eliminating the
value of individual freedom and dissent.

Advantages of informal structure

1. It fills in gaps and deficiencies in the formal
structure.

2. It facilitates the majority of the organiza-
tion’s work.

3. It lengthens the effective managerial span
of control.

4. It compensates for the violation of formal
organizational principles.

5. It provides an additional channel of commu-
nications.

6. It stimulates better management.

Disadvantages of informal structure

1. Informal activities may appear to work
counter to organizational goals; for example,
if a subgroup of employees decides to be-
come more vocal about working conditions.
Nevertheless, the informal structure is an
important way for management to learn
early about worker concerns and desires.

2. There is less ability to predict and control
outcome of informal group activity (for

Figure 6.4 u Line-Staff Organization

Employees Employees Employees Employees Employees

Manager

Finance Administration

Sales Service Line Flight Front desk
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example an employee suggestion commit-
tee may create a great deal of work for de-
partment heads, who then must investigate
its proposals and report back on what may
be feasible to implement; such a committee
may feel strongly about certain suggestions,
even if department heads do not feel they
will work).

3. Since,virtually by definition, individuals self-
appoint to particular informal groups, there
is less interchangeability of individuals
within groups, thus reducing managerial al-
ternatives and influence.

4. There can be high costs (for example, in
terms of employee time) of maintaining a
positive, informal set of relationships.

5. If management is unaware of informal rela-
tionships, negative or positive, assignments
may be made that create potential prob-
lems, either that the assignees get along too
well, or don’t get along at all,with the result
that the assigned task may not get done on
time.

The informal organization can be identified
and charted using sociometric techniques. The
most common applications of this procedure de-
velop: (1) a chart depicting actual contacts
between particular people, (2) a chart reflecting
the feelings of people toward each other, or (3)
the influence-of-power chart, which depicts the
level of influence of each member in the group.
Each of these techniques provides the means for
gaining some insight into the informal structure
and provides additional information to supple-
ment the organizational efforts of the formal
structure.Keep in mind,however, that if the effort
is made to explore informal structure to this de-
gree, first, such exploration may cause resent-
ment, and second, relationships are constantly
changing so the outcome may not be very useful.
A simpler approach may be to simply observe and
take steps such as requiring the listing of relatives
already employed by the company on job applica-
tion forms.A new manager will do well to find a
trustworthy peer or mentor who will assist him

or her to understand the“land mines”and“sacred
cows”of the informal organization.

The informal group may select a leader who re-
flects the views of the group toward the formal
structure. Even if this leader is removed as a trou-
blemaker or malcontent, the difficulty is not
solved because the group will most likely simply
select another representative who, in turn, will
present the same views, perhaps even less help-
fully. The manager can work with the group
leader to obtain full cooperation from the group.
This does not mean that he or she should channel
orders through the leader or attempt to make him
a member of the management team.When this is
attempted the usual result is the identification of
a new informal leader.The manager can, however,
devote a little extra attention to winning the sup-
port and approval of the group leader when the
need arises, or perhaps on a continuing basis.

The informal organization can be used to sup-
plement the formal channels of communication.
The informal structure has been recognized as be-
ing fast to form, but also being susceptible to dis-
tortion of information. It can,however, be utilized
to gain input on group discontent or pending
problems, and be of tremendous help to man-
agers. In most instances it is considered wise to
utilize the informal communications network and
to deal with the informal leader in a delicate and
discreet manner.

In a large organization in which rapid change is
occurring, many rumors may develop and circu-
late through the informal networks of the busi-
ness. This is of some concern to the manager,
because rumors may develop that are based on
partial information or misinformation, and may
become distorted as they circulate. One tech-
nique that management can apply in this situation
is a “rumor board.” For this, an erasable board is
placed in a convenient, yet non-customer area,
such as the lunchroom,and employees are invited
to write rumors they have heard on the left side
of the board. Management checks the board daily
and writes either answers, or that no answer is
available yet and a date when it will be, and ini-
tials this input. A clerical person is assigned to

Chapter 6 Organization and Administration 183

Coulby_et_al_Essentials_of_Aviation08E_Ch06_Printer.qxd   06/30/15   11:30 AM  Page 183



record both rumors and answers as the board gets
full, and they can be put on the company’s em-
ployee intranet site for further reference.Alterna-
tively, an electronic rumor board can be set up on
the employee website.

Quality Circles

Quality circles are a feature borrowed from the
Japanese, although it was an American who intro-
duced the Japanese to quality planning.14 A circle
of workers is jointly responsible for a finite, com-
plete product and—in addition to being on the
production team together—meets regularly to
iron out problems and make improvements.Vari-
ous circles doing the same thing may become
quite competitive. Posting weekly performance
can be an incentive toward high results.

Task Forces

As mentioned above, task forces may be short-
lived and interdepartmental.Many companies use
them to brainstorm a problem on an intensive ba-
sis, and some firms use an annual or biannual re-
treat to do much the same thing.

Social Structures

Some firms deliberately encourage and even
subsidize sports teams and other clubs, with the
intent of mixing all types of employees together
in informal settings. A superior’s usual aloofness
can be set aside for a period. Parties and picnics
accomplish some of the same things, depending
on how they are run.Management needs to gauge
whether employees (and their families, if in-
cluded) really enjoy these functions, or are just at-
tending for fear of not being thought a team
player if they stay away. For example, not every-
one is athletic and some employees may not wish
to lose face by demonstrating their ineptitude at
ball games, fearing their lowered image will then
be carried over to Monday morning. Some em-
ployees simply feel that their work week is al-
ready long enough and they don’t want to spend
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scarce free time on work-related events. Some
companies have started polling employees as to
what they would rather do. Public celebration of
work achievements is sometimes part of these
functions, or the public recognition may be re-
served for other times.

Other Networks

Special-interest professional groups within the
organization, attended without regard to one’s po-
sition in the hierarchy, can give senior staff mem-
bers the exposure that they might not otherwise
get to junior staff members,and vice versa.This im-
portant source of networking and interaction be-
tween senior and junior staff can also help convey
directly the corporate values and culture to all lev-
els of employment. Remoteness of senior officials
is not necessarily an advantage to the company.

External Pressures on Choices
of Structure

In designing the structure of an aviation busi-
ness, consideration is given,consciously or uncon-
sciously, to the pressures of external elements;
pressures that suggest or dictate certain patterns
in the organizational structure of the business.

Industry Norms

The aviation industry as a whole tends to pro-
mote an organizational design that is somewhat
homogeneous throughout the industry. Hangar
design, ramp location, services requested by the
customer, and competitor activity all exert pres-
sure on the manager to conform to the general in-
dustry organizational structure.

The companies supplying the major aircraft
product lines (e.g., The New Piper, Beechcraft,
Cessna, Gulfstream, Embraer, Bombardier, Das-
sault) provide a degree of pressure through fran-
chises or other agreements, which result in the
development of a structure suggested by the com-
pany and similar to others in the organization.
These standard structures have generally been
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found to be successful and have been promoted
in order to achieve standardized operations and
successful businesses.

Government and Regulatory Influences
on Organizational Structure

Governmental activity at all levels plays an im-
portant part in structuring aviation businesses.
Federal, state, and local regulations require re-
ports and procedures that can cause the man-
ager to structure the organization in a certain
fashion. For example, OSHA requirements have
caused many managers to write procedures, ap-
point safety directors, and in some instances re-
organize the business. For those managers in-
volved with FAR Part 135 operations, this type of
business activity requires a certain organiza-
tional structure as well as operating manuals and
routine periodic checks that create certain orga-
nizational structures. FAA, VA, and state educa-
tional agencies have created requirements for
flight schools that literally determined organiza-
tional structure for aviation businesses engaged
in instruction. Aviation maintenance, as stipu-
lated by the FAA and equipment manufacturers,
very effectively contributes to the structure of
aviation maintenance activities.

Practical Applications Guidelines

Thus far the primary focus has been on basic
concepts and principles and planning the organi-
zational effort.We now shift the focus to the prac-
tical task of dividing the business into functional
areas and assigning these separate functions to
specific individuals. Another three-legged stool
analogy that the manager should keep in mind is
the three legs that support a successful business
of any type:

1. Delivering outstanding services and prod-
ucts; producing what you are in business to
produce.

2. Marketing and sales to make sure people
know you have great products and services.

3. Managing the finances and administration,
and the paper trails.

Most business owners start their companies
because they love what they do and believe they
can do it better than others.Their problems arise
when they discover they are not very good at, or
don’t enjoy, the other two legs of the stool. Usu-
ally, neglect of marketing and/or finance are what
cause businesses to fail, even when products and
services are excellent.

In organizing, the manager is constantly balanc-
ing two factors: the desired structure and the avail-
able personnel.Does s/he design the structure and
then attempt to find or train personnel to do the
work, or does s/he utilize the available human re-
sources and work with the resulting organization?
The manager will undoubtedly need to work with
a combination of these two approaches, although
the successful manager generally sets organiza-
tional goals and then works to build the structure
that will achieve them.

In a practical sense, organizing is the basic
process a manager uses to unite the efforts of dif-
ferent people to achieve company goals.There are
two elements present in the process of organizing:
(1) dividing work into separate jobs, and (2) ensur-
ing the separate areas of work are combined into a
total team effort. Let’s now consider the various
steps that become part of this practical organizing
activity.

First, identify the basic or recurring pattern of
work that takes place in the business.The best ap-
proach is to group work on the basis of geograph-
ical areas,products,customers,or functions.Many
aviation organizations can, and do, utilize all four
groupings. This is evidenced by companies who
have regional salespeople, who distinguish em-
ployees working on Piper aircraft from those
working on Beechcraft aircraft, who classify cus-
tomers by income level and assign salespeople to
each major category, and who group work on a
functional basis such as service, sales, or charter.
This first step becomes an effort in understanding
the activities that will take place within the
business.

Chapter 6 Organization and Administration 185

Coulby_et_al_Essentials_of_Aviation08E_Ch06_Printer.qxd   06/30/15   11:30 AM  Page 185



The second step is to describe the relation-
ships that will exist between the various groups
within the business.This can be done through a
chart on paper, a written description of the
working relationships that exist, or both. Typi-
cally, this is achieved through an organization
chart and organization manual, which may be
communicated company-wide by dissemination
through the intranet.

Define precisely what each unit will do as a
portion of the overall organization. In identifying
units, the basic principles of specialization,decen-
tralization, span of control, work groups, staff ac-
tivity, and human factors should be kept in mind.

Assign business activities to specific individuals
and units of the organization. This may be done
casually in conversation or formally by charts, job
descriptions, operations manuals, meetings, or
joint understanding.

Provide for the means of tying the organization
together and for developing integrated, coopera-
tive action in the day-by-day transaction of busi-
ness. Normally, this is accomplished through com-
munications, procedures, rules, and controls.

In summary, the organizing process involves:

> Identifying the kinds of work that take place;
> Describing the relationships among work

groups;
> Defining precisely what each group will do;
> Assigning activities to specific individuals or

groups; and
> Developing integrative action among work

groups.

Problems

The practical activity as outlined here repre-
sents the minimum that should be included in the
organizational process. Realistically, the manager
should recognize that there are many problems in-
herent in the process and should try to avoid
these difficulties. Some of the problems frequently
experienced are:

> Lack of clearly-defined duties and resulting
friction;
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> Expansion of activities beyond assigned ar-
eas by overzealous managers;

> Desire to create a situation in which the unit
reports high up the administration chain;

> Failure to adapt to necessary changes; and
> Failure to integrate with the other functions

of planning, directing, and controlling.

The Organization Manual
One of the most effective tools for developing

a business structure is the organization manual,
management manual,or handbook.This particular
manual does not follow a specific format or con-
tent outline, but rather provides a flexible tech-
nique for meeting individual organizational needs.
As usually visualized, this document is a central-
ized source for policies, organizational structure,
relationships, responsibilities, rules, and proce-
dures. Properly designed, implemented,and main-
tained, it can be an extremely valuable tool in or-
ganizing the business. It becomes a guide to
day-to-day operations for individuals in the organ-
ization and a source for training new employees.
Primarily, it is a means for creating and maintain-
ing the desired organizational structure and activ-
ity. It should be communicated to all employees
as required through the use of the corporate vir-
tual private network or intranet.

Manual Outline

Although the contents of an organization man-
ual should vary in order to meet the needs of each
organization, usually one finds the following sub-
jects covered:

1. Introduction,philosophy
2. Organization structure

a. Authority
b. Responsibility

3. Departmental organization
a. Activities

4. Staff activities
a. Personnel
b. Financial
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Summary
Organizing the business is a continuing chal-

lenge for the aviation manager.Both the external le-
gal structure and the internal practical structure
must be established to support the goals and activ-
ities of the company. The choice of ownership
structure should be made consciously and re-
viewed periodically. Internal organization should
recognize the needs of the various company de-
partments, as well as the informal structures that
help a company function. External pressures and
industry norms may need to be considered,as well.
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u DISCUSSION TOPICS

1. How should a manager use the organizational structure to address a) change and b) routine
tasks?

2. What are the key advantages and disadvantages of the three legal structures? In starting a new
FBO,which one would you choose, and why?

3. Describe the formal and informal organizations.How can they work in harmony?

4. Discuss the organizational principles of specialization and decentralization.

5. What is span of control and how can the business choose appropriate spans?

6. Why is an organizational manual useful? Name three elements in it.
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