
NEW ORGANIZATIONAL MODEL FOR AIRLINES
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In a way, the company uses its corporate structure as a tool to manage operations while competing against
firms like American Airlines, Delta Air Lines, and United Airlines. In such cases, the center, in deciding
which business unit flies where, must take into account the profitability of the overall network or the group's
broad strategic objectives. One such task is fleet strategy: determining the optimum number of aircraft, the
best mix of aircraft types, and the appropriate balance between purchased and leased planes. In pursuit of
higher profits, large traditional airlines have also diversified into related businesses. In the case of the Other
Airport category run by private operators, the approval of the DGCA would suffice as at present. The AAI will
set standards of performance in various areas of passenger and cargo handling, so that both ICAO standards as
well as comparable standards at similar airports around the world, are achieved. After a year of poor
profitability, the airline and other business units began to explore ways of jointly reducing costs. These teams
work best in environments where the technologies to deliver the product or service are highly complex and the
marketplace and organization environments are continually changing. In some companies, executives who
failed to adapt had to leave. Related Interests. For example, the company has a functional group for finance
and another functional group for daily operations in commercial aviation. A group's airlines and support
businesses may need its brand to attract customers. Some assert that self-managed groups are self-organizing
systems, although others assert that self-managed groups are not because an ultimate purpose is assigned to
team members. Outgrowing the traditional model For airlines, the functional organizational model worked
well for decades. Defining roles For business units to function autonomously, they must play clearly defined
roles within the group. Priority will be accorded to safety, passenger facilities, aircraft and cargo handling,
while deciding the allotment of funds among different upgradation and modernisation schemes. A Central
Control Unit will be established in order to monitor all flights in the country from the security point of view.
Making business units fly The shift to a business unit structure is a delicate, complex operation. For example,
at the organizational headquarters, senior executives make the decisions that are relayed and implemented
throughout the commercial aviation operations. In doing so, they broaden their customer base to provide
services such as aircraft maintenance and catering to other airlines and to other kinds of operators for instance,
air cargo space to freight forwarders and maintenance services to the defense sector. Such fundamental change
in the shape of a company is a big step that can take three years or more to complete, but the advantages of the
business unit model can make the shift worth undertaking. Once they have been set, the corporate center
should regularly review whether they are up to date and reflect actual costs or market prices. Some writers use
the analogy of biological systems as self-organizing systems. All future upgradation and modernisation will
have to be normally done in accordance with the master plans. Support activities including accounting,
budgeting, and performance evaluations of middle managers should shift to business units. One Asian aviation
group's experience with scheduling illustrates the importance of close coordination. Before long, however,
business units tend to embrace them because they show, for the first time, what it takes to make the business
profitable. Because there is no competitive downward pressure on prices, the corporate center should set
annual improvement targetsfor instance, by benchmarking costs at similar companies when possible. No
Greenfield airport will normally be allowed within an aerial distance of kilometers of an existing airport.


