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Safety Management Systems:
A Valuable Concept for Small Business
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R isk analysis can be a valuable 
tool for small-business deci-
sion-making. It doesn’t neces-

sarily tell the company what to do or 
not to do; but rather, it gives the deci-
sion-makers more information to make 
better decisions.

No, I’m not changing my position on 
safety management systems. SMS, as 
recommended (and soon to be required) 
by the various regulatory authorities, 
misses the intent of the International 
Civil Aviation Organization. And, in 
many cases, an SMS designed for non-
regulated industries is being applied to 
the regulated industry of aviation.

The basic ICAO concept of SMS for 
aviation is to have the entire “industry” 
integrated in evaluating and minimiz-
ing risk, which means the authority 
must continue its roles and responsibil-
ities to regulate the industry, but based 
on the theories of modern integrated 
risk management.

It appears most of the proposals re-
quire establishing independent compa-
ny SMS programs without any form of 
integration between regulated entities 
or between the regulated entities and 
the governing authority. Particularly 
absent is the authority taking responsi-
bility as the head of the industry. (This 
is an entire article of its own right.)

This month, I want to address the 
business side of risk analysis and the 
pro-business benefits of adopting some 
of the elements contained within SMS, 
specifically risk analysis. Before I see 

my words served back to me by my fa-
vorite authorities, this article is about 
good business — something that is not 
the role and responsibility of the gov-
erning regulatory authority. A company 
can be completely safe and still be inef-
ficient.

This information is for small busi-
nesses. The AEA’s membership is 
comprised of nearly 80 percent small 

businesses (or small divisions of larger 
companies). How can the elements of 
SMS help these small businesses? After 
all, with less than a dozen people in a 
company lead by a sole proprietor who 
makes the decisions, isn’t risk manage-
ment already being addressed? Maybe, 
but probably not.

Let’s look at a small company with 
only a few product lines. How does risk 
management fit this scenario?

Let’s change one of the company’s 
products. It could come in the form of 
product improvement, better customer 
service or a different supplier. When 
considering this change, do you ana-
lyze where the product is used and its 
trickle-down effect on the other product 
lines? Keep in mind, this change was 
made for all the right reasons — and 
it doesn’t need to be a “big” change to 

impact other users of the product.
Risk analysis requires us to ask: 

“How is that product used by the rest 
of the company?” “What is the ‘risk’ 
to the other product lines?” The effect 
could range from little or no effect to 
a devastating impact. Most likely, it 
would be modestly better or worse, but 
normally in the middle range.

Now, let’s look at something sim-

ple: a product brochure. One day, 
your administrative staff decides it is 
time to consider moving your product 
brochures onto the company website 
— which is something every company 
should consider at some point to stay 
competitive.

Paper copies are expensive to have 
printed, take up valuable space to store, 
and are administratively burdensome to 
mail to prospective customers. While 
the initial set-up costs are a little higher 
than a reprint, these costs can be recov-
ered quickly and reduce workload. The 
move to the Internet allows informa-
tion to be available 24/7 to anyone who 
ventures onto your company’s website. 
All in all, this is a sound and solid busi-
ness decision.

Have you considered how this will 
reflect on the rest of the company? 

Risk analysis requires us to ask: “How is that  
product used by the rest of the company?” “What

is the ‘risk’ to the other product lines?”
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Where else are those product brochures 
used?

Perhaps they are used by your adver-
tising staff, given to the local FAA of-
fice so it knows what you do, or handed 
out at trade shows. Here you have a ba-
sic business decision made for all the 
right reasons (saving resources, better 
use of labor and readily available), but 
which could have a net loss for other 
areas of your business (sales, promo-
tion, outreach, education).

By looking at the entire company 
and how products are used, the deci-
sion-makers have more information to 
make better decisions.

How does this look when we add 
safety elements?

Let’s change a parts supplier, for 
example. Same parts, but a different 
source. What’s the trickle-down effect 
from this seemingly minor change? 
Who might be affected?

Let’s start with shipping and receiv-
ing. You’re comfortable with the pa-
perwork and packaging from the pre-
vious supplier. The new supplier uses 
different packaging (cheaper, to save a 
few bucks); how will this affect your 
incoming inspections? Perhaps the 
paperwork is a bit different; will you 
miss important information during the 
review of the paperwork, which is re-
quired as part of your incoming inspec-
tion?

What about stocking? Now, you 
have parts from two different suppliers 
(and likely different back numbers). Do 
they need to be segregated or can they 
be co-mingled?

Are your technicians familiar with 

the new parts packaging, stocking, pa-
perwork and inventory? Are the war-
ranties the same? Will this cause a tech-
nician to question the source and begin 
a suspected unapproved parts review?

While the immediate benefit of a 
cheaper part is obvious, the net change 
to the company as a whole actually 
could be an increase in cost. By looking 
at the entire company and how products 
are received, stocked and used, the de-
cision-makers have more information 
to make better decisions.

What about a new contract from a 
new customer? What is the impact on 
the various divisions of the company? 
Will you need to hire more people or 
do you expect everyone to work a little 
overtime? How will this impact the 
quality of your other customers’ jobs? 
How will you qualify people to the new 
product?

Remember, you must perform a 
needs assessment any time you add a 
product line to your repair station busi-
ness.

What is the impact of this new con-
tract on parts stocking and inventory? 
Is it a new product line or just more of 
what you already stock? You need to 
qualify new vendors and suppliers, and 
if you are subcontracting component 
work, you need to have the “mainte-
nance function” approved by the FAA.

What about tools? Does this new 
contract require special tools you don’t 
already stock? Do they require calibra-
tion? Remember, any additional test 
and calibration equipment likely will 
impact your tool control and calibra-
tion programs?

What about the time and effort to get 
your repair station manuals changed? 
One of the most costly elements of any 
new contract is the required changes to 
the repair station manual, quality man-
ual or training program.

Initially, the contract sounded really 
good, then you started piecing together 
the logistics of fulfilling the contract. 
By looking at the impact on the entire 
company and the changes necessary 
in each division, the decision-makers 
have more information to make better 
decisions.

The regulated piece of each of these 
various examples asks the question: 
What is the impact of the change on the 
repair station’s ability to conform to the 
regulations?

SMS might be the new buzzword, 
but the requirement to perform a risk 
analysis to determine how you will 
meet the regulations is as old as the 
regulations themselves.

While the basic premise of most of 
these business performance concepts 
focus on large multi-tiered organiza-
tions where division managers focus on 
their individual performances without 
considering the downstream effect of 
their changes, I hope this simple review 
of risk analysis shows how even small 
companies can benefit from using these 
tools.

Organizational risk analysis is a 
good tool to minimize surprises in 
small businesses. q

If you have comments or questions 
about this article, send e-mails to 

avionicsnews@aea.net.

SMS might be the new buzzword, but the requirement to perform  
a risk analysis to determine how you will meet the regulations

is as old as the regulations themselves.


