Overview of the Company

Air Canada is the largest airline in Canada and the 15th largest commercial airline in the world to day (About Air Canada, 2012). Their headquarters are held and located in Montreal, Quebec. They have three hubs throughout Canada, in Toronto (YYZ), Montreal (YUL and Vancouver (YVR). Air Canada’s main line of work is providing aviation transportation service to customers, along with offering specialty charter services. They provide these services along with incorporating a number of subsidiaries to satisfy the needs of all customers. These subsidiaries include; Air Canada Jetz, Express, Vacations and Cargo. These subsidiaries are implemented to meet the needs of different customers. Services include connecting smaller cities with Air Canada’s domestic hub airports and focus cities, catering to corporate clients and professional sports teams, cargo service, and providing vacation packages to several destinations. (Corporate Profile: Overview March 2012, 2012) 

Governance
The board of directors at Air Canada consists of eight persons. These eight persons are responsible for laying down the strategy and general policy of the company. They also ensure that the principles of good governance are respected, while acting as a guide solely by a concern for the interests of the company in relation to entirety of its shareholders, its customers and staff. The boards consist of one CEO, Calin Rovinescu since April 1 2009 and eight other directors acting as independent directors. (Board of Directors, 2012)
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Committees 
The Board has five standing committees:
• The Audit, Finance and Risk Committee;
• The Pension Committee;
• The Governance and Corporate Matters Committee;
• The Human Resources and Compensation Committee; and
• The Nominating Committee. (Corporate Profile: Overview March 2012, 2012)

The five committees of the Board are composed of independent directors. The roles and responsibilities of each committee are set out in formal written charters. These charters are reviewed annually to ensure that they reflect best practices as well as applicable regulatory requirements. 

Shareholders
Air Canada has eight major shareholder groups. Of theses eight shareholders each one holds either a Class A voting share, or a Class B voting share. Due to foreign ownership/control restrictions on airlines, these two share classes were created.  Class B (AC.B) shares is for Canadian buyers and the shares have normal voting rights. Class A  (AC.A) shares are the non-voting shares that foreign buyers can hold. (Air Canada, 2012)
Letko, Brosseau & Associates Inc. own 36,111,007 Class B voting shares, which is 15.0% of all outstanding Class B voting shares. ACE Aviation Holdings Inc. is the only other group in the top eight that owns Class B shares. They hold 31,000,000 shares, which is 12.9% of all outstanding Class B voting shares. The other six shareholders own Class A voting shares, and collectively own 88.8% of all Class A voting shares, with 33,367,548 shares. These shareholders list as followed, along with the percentage they own; PAR Capital Management, Inc. (24.4%), Anchorage Capital Master Offshore, Ltd. (14.4%), Fidelity Management & Research Company, together with Pyramis Global Advisors, LLC, Pyramis Global Advisors Trust Company Strategic Advisers Incorporated and FIL Limited (13.5%), Polar Securities Inc. (12.1%), New Vernon Aegir Master Fund Ltd (11.9%), and UBS AG (11.8%) (Notice of 2012 Annual and Special Meeting of Shareholdrs and Management Proxy Circular, 2012) (Notice of 2012 Annual and Special Meeting of Shareholdrs and Management Proxy Circular, 2012)
Effectiveness
[bookmark: _GoBack]Air Canada’s corporate governance is not perfect and there is visible room for improvement. The members of the board are highly qualified, experienced and with that well paid, however the compensation level for these directors and executives has been prevailing and has become a recurring issue. Air Canada has defined it policies and procedures for executive compensation, but clearly there are some loopholes evident. Air Canada has continued to increase the salary for executives and directors, especially Mr. Rovinescu who has seen the largest pay in Air Canada history for a CEO.  For this reason, I believe and suggest that stricter measures against executive compensation should be made in place. Mr. Rovinescu, the directors and executives should have a realistic cap on salaries, which would result in a decrease in power measure between Mr. Rovinescu and his employees, thus improving the treatment of employees and bettering the organizations culture 

Ethics and Responsibilities 
Air Canada states its mission as to “Connect Canada and the World” along with a business strategy to strive balance between economic, social, and environmental considerations.  Air Canada’s values that help achieve and maintain the mission and vision of the organization include focus on safety, customer satisfaction, integrity, the value of employees, and corporate excellence. The organization’s mission, values and vision are all in place in an attempt to create an ethical and responsible business and in order to ensure the actions of individuals within the organization are not just ethical or proper, but to take it one step further and ensure their actions are responsible as well.
Air Canada has adopted a Corporate Policy and Guidelines on Business Conduct, which was recently updated in February 8, 2012. This code applies to all directors, officers and employees of Air Canada. This Code applies to situations that in, which an employee may encounter during the course of attending to Company business.  
The code addresses the following issues:
· Conflicts of interest
· Use of companies assets
· Confidential information
· Fair dealing with other people and organizations
· Compliance with rules, laws and regulations
· Employment policies
· Computer, e-mail and internet policies
· Reporting suspected non-compliance (Notice of 2012 Annual and Special Meeting of Shareholdrs and Management Proxy Circular, 2012)
Leave Less Program
Air Canada has been committed to finding and enforcing innovative solutions, focused on protecting the environment. Air Canada has been doing this through there Leave Less program which focuses on reducing their green house gas emissions, waste and noise. Much of this has been implemented with on-board recycling and in-house green programs to the introduction of more fuel-efficient aircraft, we're continually expanding our efforts to make a difference.

The table below shows the category in which Air Canada is improving upon and how they are doing so, in their Leave Less Program.
	Climate Change
	Air Canada has been endorsing the goals set by the International Air Transportation Association (IATA)

	Waste Reduction
	· Have an official Onboard Recycling Program for all North American flights.
· When recycling is not an option they follow regularity requirements to discard of hazardous waste.
· Where possible Air Canada has eliminated underground storage tanks, to prevent leakage.

	Noise Reduction
	Air Canada is now bringing in Boeing 787’s into their fleet, which are the jumbo jets in their class.

	Engaging and Partners
	Air Canada has actively participated with industry partners to understand and effectively initiate environmental problems. Such partners include
· International Air Transportation Association (IATA)
· National Airline Council of Canada (NACC)
· Airlines for America (A4A)
· Commercial Aviation Alternative Fuel Initiative (CAAFI)

	Environmental Management
	Air Canada was one of the first airlines in North America to develop an Environmental Management System based on the International Organization for Standards (ISO).

	Measuring or Performance
	Air Canada is one of over 2,500 companies that are in participation with the Carbon Disclosure Project (CDP). This organization is independent and not-for-profit. The organization compares companies to other companies and allows the public to see the results


(Leave Less, 2012)
Air Canada has been praised for its involvement and support in the local and international community. The Air Canada Foundation is a good example of this. Air Canada launched this foundation in 2012 and is dedicated to the health and wellness of children and the youth. Their mission is to provide medical care to the sick children in need of it, mitigate child poverty, and provide wishes to sick children. Not only does Air Canada have its own organization, but it also supports local events in the community such as sports game and other events through sponsorship and financial support. (Air Canada Foundation, 2012) 
Like most large corporations, the media has criticized air Canada on several occasions, most recently being the 2011 pilots’ strike. (Press, 2012)The pattern of Air Canada in the media has shown to be to their financial situations, all which have been handled in an ethical and socially responsible manner. In 2003 Air Canada almost filed for bankruptcy, but was bailed out by the government. Through this whole process Air Canada kept nothing from the public and acted out in an ethical and corporate responsible way. (Airlines and Bankruptcy Protection, 2011)
Air Canada has an overall strong ethical and responsible culture and organization. The organization’s heavy involvement and support of the local and global community combined with its strong mission, vision and strong values, has been able to maintain a good reputation and relationship with the community for 75 years. Though the organization has been accused and criticized by the media, they have not been found acting unethically or completely irresponsibly in any way that could or would negatively impact society or itself. The company’s demonstrates that it has no secrets, and nothing to hide and the fact that they are not afraid of their decisions being exposed confirms and demonstrates that their actions are well thought out, law abiding, ethical and responsible.

Organization
	Air Canada relies heavily on its CEO, Calvin Rovinescuto and senior management to make important decisions, amendments or organizational changes. They deem this for being one of the reasons for its unanimity and elasticity. (Calin Rovinescu CEO, 2012) Air Canada’s organizational structure is considered a functional structure, where within the functional divisions of the organization perform specialized sets of tasks at large volume with low costs. There are 22 executive member of Air Canada’s workforce who oversea and run 13 different functions and departments. (Executive Biographies, 2012) The organization exercises extensively on centralized decision-making, this plays an important role in the organizations culture. Since power is distributed distantly among management, disagreements amongst members are evident in the organization. Though Air Canada has faced many threats and have been faced with many threats and challenges, they have continued in an attempt to remain stable and competitive in the market. They have strived for focus on success.
	"There's a poisonous labor climate [at Air Canada], and that's more than their image, it's already their identity now. If they want to right this ship, they need to make big changes. They need a new management culture... because whatever approach they have isn't working for them." (Loriggio, 2012) Came from the words of Gabor Forges, Ted Rogers School of Management. Air Canada continues to face concepts on cultural change, not only because of nature of the business but also because of the dissatisfaction of its employees, criticisms from the media, and economic issues. Air Canada’s culture could see benefits from switching to more of a decentralized decision making process; this would bring more importance to other executives and bring a better sense of community. Providing a more decentralized decision making process could also benefit other employees, by making them feel like they actually have a voice, instead of just feeling like there part of a group with little say inside the organization. 
 Planning   
Air Canada has recently been facing financial instability and large amounts of debt and as a result has focused their long-term goal setting on growth and [to] "seize new commercial opportunities, to enhance customer service and renew our workforce." (Press, Air Canada to hire 1,100 employees, 2012) The company plans on hiring over 1,100 employees to deal with following a run of labor conflicts with its major unions. The company plans on handing out voluntary separation packages, or buyouts, which would usher out a number of highly paid employees. (Press, Air Canada to hire 1,100 employees, 2012) This would better help with labor problems that have hurt both its reputation and its share price of the company. The number of hires will be calculated to replace those employees as well as plan to augment the workforce, while at the same time keep costs low, by paying the new employees less than the current overpaid employees. (Press, Air Canada to hire 1,100 employees, 2012)
	Air Canada faced a loss of $96 million in a three-month period, more than double the $46 million it lost in the same period a year earlier and more than analysts had expected. To help solve their financial problems, Air Canada is implementing aircraft maintenance savings and a plan to launch a low-cost carrier next year. (Press, Air Canada plans low-cost international carrier in 2013, 2012) The Montreal-based company plans on to transfer 50 of its currently used planes in its fleet when they come off lease and bring in the first of 37 Boeing 787 Dreamliners into its fleet starting in 2014. The Boeing 787 is projected to cut fuel costs as it is reported to be the most fuel-efficient carrier in its class. (Press, Air Canada to hire 1,100 employees, 2012) The new Dreamliners will lead Air Canada into a more competitive, sustainable and profitable airline, with providing the most benefit of their stakeholders. 
	“Air Canada has been pursuing a strategy of profitable growth and sustainability to create value for shareholders and to lower the overall risk profile of the company.” (Annual Report 2011, 2011) The airline continues to focus on increasing its revenue while also increasing its productivity and improving its cost structure with the objective of increasing operating earnings and cash flow. Key points of this strategy are to magnetize Air Canada’s strengths internationally, reduce costs and generate revenue. Though this plan looks like a good stepping-stone for Air Canada’s future, they still have mistakes that need filling. One major being their costs, their CEO is receiving ridiculous bonuses for record losses, union demands more money, and with new employees is only going to offset the cost for a while, until those new employees are demanding more. (Press, Air Canada CEO’s pay soars to $4.6M, 2011) This model still is not a final project yet. Air Canada’s constantly expresses its goal is to enhance its position as one of the world’s leading international carriers, and if it wants to stay that way, changes will have to be made.

Controlling
	Air Canada is a large corporation with many subsidiaries; this leads to large amounts of employees and managers located in a number of places at different times. With comes more control problems, compared to a more stationary company. With Air Canada and its employees working globally, this also compels to an uncertainty of external factors. With centralized decision making in their subsidiaries showing instability, perhaps a more decentralized control mechanisms are more favorable. Tactical control mechanisms may show to be more prominent as strategic controls are to broad for this line of business. Operational controls are of importance to, but with good tactical controls come good operational control. The main focus of Air Canada as an organization is there customer service, based on its nature of business, and to function properly, it must succeed in its line of business. Financial, human resource and supervisory are important controls to keep the organization in line. Financial controls are important to keep the company running and make sure there is an equilibrium balance between supply and demand. Human resource controls are crucial to insure that the proper employees are chosen and trained for the right job. And last supervisory controls ensure that the customer’s needs are met as manager and employees are aware of their position and responsibilities. 
A bureaucratic control system is evident in Air Canada as their focus is primarily on their customers, compared to employees. The union gives employees a sense of protection and maintains the perspective that others are in control as. Employees rating have been low and this is as a result of the impersonal nature of a bureaucratic control system. The employee satisfaction has become low enough to provoke a number of recent grievances and strikes. In order to avoid an imbalance between extreme customer satisfaction and extreme employee dissatisfaction a more approach to the control mechanisms could help, as these two extremes have the potential to have the same level of impact on the company and thus countering the productivity and overall efficiency.  Air Canada relies on customer satisfaction in order to increase profit, and thus customer service is a main focus of the organization. (Chittley) The different tactical control mechanisms work together and are extremely codependent as financial controls depend on the satisfaction of customers, however satisfaction of customers depend on the implementation of these financial controls and spending of money, as well as the implementation of human resource controls and effectiveness of employees, which rely on supervisory structure controls who analyze and respond said employees. 
Leading
	Air Canada is lead by their president and CEO Calvin Rovinescu, and 23 other executives. Of these 23 executives three of them are executive vice presidents and are chief officers in either financial, commercial or operations. There are four senior vice presidents, on which is E-Commerce & Chief Information Officer, and the other three work in customer service, operations and employee relations. 15 other executives are vice presidents and work in under different sectors of the company, and the last executive is the corporate secretary. (Executive Biographies, 2012)
	The leaders of the Air Canada Corporation have shown to lead an authoritarian (autocratic) leadership. This leadership requires managers to work less with one another, but rather the manager tells its subordinates what to do. This has been shown evident especially with employees showing their dissatisfaction of feeling like a group with no say. With low employee satisfaction, leads to low customer satisfaction, especially in a service providing business. The leaders of the company should move to more of a participative (democratic) leadership style. This style involves the leaders (managers) including employees in the decision making process. This style shows a sign of strength that employees will respect. Involving the employees in the decision making process will give them a sense of involvement. A greater sense of involvement will lead them to providing better customer service.






Executive Summary
         Air Canada is Canada’s largest and one of the world’s largest airlines today, and with this they hold much power and influence. The nature of the air transportation business provides many challenges and is unique with many external forces and influences. In this industry, it is easy to make unethical and less than responsible decisions as there tends to be shortcuts and easy ways out, however it should also be noted that this industry is important in society and relies heavily upon customer satisfaction. This power by the consumers gives them the power to make or break an airline or air transportation organization, which in turn requires each of these organizations to meet their consumers satisfactions and needs, not only in their field or line of business, but also through acts of charity, support, and even sponsorship. Leaders within these organizations face unique circumstances as they mostly lead from a distance, due to the fact that this industry is mobile on a global level. This requires leaders, managers, executives and directors to literally be in two places at once and make the most of the resources available. This industry is competitive; however the evident leaders are evident and hold great market share, and the entry barriers into this field of business is enormous. Air Transportation is a complicated industry that is nearly impossible to generalize, as there are many ways to approach the industry and its many components, and so in order for one to succeed in this business, they must be unique, diverse and offer the upmost in quality service.
         Air Canada is able to offer these criteria through its diverse and number of services and subsidiaries they offer, and providing an outstanding service at the same time. Air Canada has shown to be both ethical and responsible, and though in the media it has recently been highly criticized, Air Canada’s structure and centralized decision making has kept them around and kept them competitive for over 75 years. Like any other competitive organization, there is definitely room for improvement, however Air Canada seems to built on its honesty, transparency, and ability to react, and desire to grow. Air Canada’s leaders are outnumbered by employees, however are able to keep a sense of consistency and stability within the organization. The areas that are in need of specific improvement are situated within the internal environment between employees and other members, as well as financial issues that have followed them as a result of improper planning. Air Canada must focus on its long-term goal and more persistent on its budgets and move to a more decentralized decision-making process, in order to keep up with the ever-changing market. Air Canada is looking into the future and has a reason to be confident in their future and evolution of their company.
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