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lvar Busk, of Aviation Care Consulting, takes a closer look at IATA's
SGHA and asks whether the time for modification is due.

useful contractual tool for the

aviation industry, but it is only a
recommendation. The SGHA is used all
over the world, but looking at it from an
operational aspect, we must admit that
one size does not fit all. The SGHA is used
between an airline and a ground handling
company for an aircraft turnaround,
including ramp handling, passenger
handling, de-icing, pushback, towing and
50 on.

‘When we are talking about safety
prevention, the SGHA has a number
of references that link to safety, service
subjects and the Standard of Work: in
other words, best practice. But within
the SGHA there is only very little about
the cost involved when it comes to a
disruption of the operation. In practice,
cost has always been a driver for getting
things done in the most efficient and
the safest way. Unsafe operation or
disruption of an aviation operation is
normally very costly.

Up to the present time, the cost has
mostly been absorbed by the carrier
involved, with little possibility of it being
reimbursed by a third party (for example,

I ATAs SGHA is an effective and

EU 261). If a disruption is caused by a
GSP then there is very little chance of
reimbursement for all the costs incurred.
Only costs for physical damage (in other
words, direct repair cost) to the aircraft
can be claimed back.

A matter of definition

It is incomprehensible why the SGHA

is not used more to define exactly what
areas can be reimbursed in the case of a
disruption. The SGHA Article 5 Standard
of Work has some recommendations
which should ensure a safe environment
and consequently less ground damage
and injury to staff.

But cost is still not a subject.
However, very often the purchasing
or commercial department in the airline

is the one handling the negotiations
with the GSP: and here, the price is the
key question, and it is well known that
“you get what you pay for”. Negotiations
should more be more targeted towards
safety subjects and include those
worrying costs of disruption.

The organisation in the airline is often
split between the commercial side and
the operations side. But the operations

department often gets involved too late
to have time to investigate the quality

of service delivered by the GSP. If the
safety/quality department was involved
from the beginning, there would be more
chance of demanding and documenting
how safety matters were handled. In
other words, it would be worth seeing
the reporting system and the company’s
safety record.

Time for change?

It has until now been difficult to change
this situation, and the cost of disruption
(that is, aircraft damage) is often hidden
within other costs, and thereby rendered
invisible. Furthermore, the SGHA only
allows the possibility of reimbursement
for physical damage, which means
purely repair and only up to a certain
maximum amount, which is typically
from US$750,000 to US$1m.

But as we all know, the total cost of
aircraft damage, and consequently the
grounding of the aircraft for a period
of time, is estimated to be four to six
times higher than the repair cost. This
consequential cost has to be paid by
the aitlines, and they have no say in the
matter.

In general terms, the SGHA could be
the ideal tool with which to set safety
standards for each company in relation tc

40

April 2021 Ground Handling Internatione




the international standard; for example.
US$xxx of damage per 1,000 departuzes.
Alarmingly, many airlines do pot know
the cost of aircraft damage. It is caly if
they have a major cost incident that the
management will start to show interest
and ask what preventive action wili be
taken. It is thus important that a'l costs
should be calculated in the proper wav
- and if necessary, estimated.
The next step is that of putting z price
tag on all cases, including the loss of
use — and make these costs visible to the
organisation, as well as external parties.
The following step relates to third party
cases (probably 70-80% of all incidents):
here a reimbursement plan should be
incorporated with the SGHA.

Insurance plans
It is also rather strange that there is
no article within the SGHA to ensure
that the GSP has an acceptable level of
insurance; in particular, the coverage and
policy wording where it is present should
be clear for the airline.

In practice, to let the tortfeasor pay for

all the disruption cost has shown to
be very effective for the establishment
of preventative action. In some cases,
the company responsible has had to
pay an agreed fee beside the physical
cost (for example, a percentage fee
per damage of the monthly handling
cost). But to include a fee that is
deemed mandatory, it must first be
written into the SGHA in detail.

One argument from the GSP’s
side is that if they should be held
responsible for more cost, then
they will be charged more by
their insurers for their policy; and
consequently, the cost of their

services would have to be increased
and paid for by the airline.

But this argument is only realistic if the
company'’s safety record deviates from
the international standard. If the money
used for excess payments to the airline
is used for the better qualification of the
staff, then in theory the frequency of
damage should decrease; if that happens,
then insurance premiums should drop
accordingly. Furthermore, the extent of

the GSP’s indemnity could also be agreed
through a defined cap and a defined area
of responsibility. However, it has not
been possible to convince the GSP in
terms of the above scenario.

Ultimately, the most important thing
is to have the management involved.
Management will definitely become
active if they are presented with the real
cost for disruption. ghi
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