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Research in Motion
     As 2011 drew to a close Research in Motion (RIM), which until recently had been Canada’s technology darling, was being criticized on several fronts. The most recent annual financial results (Year End: February 26, 2011) showed record sales of $20 billion with a record level of net income of $3.5 billion; these compared with 2003 sales of $307 million on which the company lost $149 million. Recent quarters had shown relatively flat sales figures and a fairly steep decline in profits, however. Despite its significant financial and market successes, at least until very recently, its two top executives, Mike Lazaridis and Jim Balsillie, were under increasing pressure from analysts to assure markets that the company was well positioned to compete with tech giants such as Apple and Google in the future. As major individual shareholders, owing just over 5% of RIM’s shares each, Balsillie and Lazaridis had a very direct stake market value of RIM’s shares as well.  

     Private bank Berenberg’s long-time technology analyst, Adnaan Ahmad, said RIM “had lost its way” under the leadership of its co-CEOs. Other analysts, such as Philip Huang at UBS, were also critical of the co-CEOs, who also served as co-chairmen of the Board of Directors, and the Board of Directors itself saying that there needed to be a change in leadership, a new strategic direction or even a sale of the company.  An unnamed person, allegedly close to the company, claimed that Mr. Lazaridis and Mr. Balsillie used their joint management and board roles to prevent the board from carrying out its oversight responsibilities and “…[tried] to make the board meetings non-events.” (Globe and Mail, Dec. 15, 2011) 
     The structure of the company had come under fire earlier in the year when one of its small investors, Northwest & Ethical Investments LP, also called for a change in the co-CEO and co-chair roles played by Lazaridis and Balsillie.  Northwest & Ethical Investments, which owned 500,000 shares, pressed for a proxy resolution to be presented at RIM’s 2011 annual meeting.  The resolution was supported by Glass Lewis & Co., a proxy advisory firm, which stated that there were “inadequate independent checks on executives and management” under the current structure. (Globe and Mail, June 25, 2011) Other investment groups with holdings in the company, such as the Canada Pension Plan Investment Board and the Ontario Teachers’ Pension Plan, did not enter the fray but both had guidelines in place supporting the separation of chair and CEO roles.  RIM avoided presenting the proxy resolution by agreeing to review the leadership structure and to issue a report on the review by January 2012.

Origins of the Company
     Founded by two engineering students in 1984—Mike Lazaridis at the University of Waterloo, and Douglas Fregin, at the University of Windsor—Research in Motion established its headquarters in Waterloo, Ontario, Canada.  Lazaridis, the son of Greek parents who immigrated to Canada from Turkey in 1967, was 23 at the time.  Lazaridis dropped out of the University of Waterloo to start the company with Fregin, backed by loans from friends and family.  

     The company initially focused on the transmission of wireless data and setting up wireless point-of-sale customer terminals using radio waves.  It became the first wireless data technology developer in North America and the first company outside Scandinavia to develop connectivity products for Mobitex wireless packet-switched data communications networks. The technology was mainly used for business communications, such as processing credit-card sales. 
     In 1992 the company shifted its focus from working with pagers to two-way wireless communication when research staff found a way to not only receive a message on a pager, but to send messages back as well.  Lazaridis was determined to turn this into a way to send email over wireless networks.  At this time Jim Balsillie joined the company, investing $250,000 of his own money.
     RIM became listed on the Toronto Stock Exchange in 1997, raising $150 million in a public offering in the process. This money sponsored the introduction, in 1998, of the first BlackBerry, a wireless handheld computer.  It offered a six-line display and allowed basic email and two-way paging.   In 1998 Rim was named one of “Canada’s Top 100 Employers” by Mediacorp Canada Inc., and was featured in Maclean’s newsmagazine.
          In 1999, the company applied for and was granted a listing on the NASDAQ stock exchange in the USA, raising $250 million at the same time. That year, the company launched its iconic product, the BlackBerry 850 Wireless Handheld, which combined email, wireless data networks, and a traditional QWERTY keyboard in a hand-held device and which created an explosion in demand.  Many called it the “Crackberry” because of the compulsively addictive way customers used it, even including a president of the United States some years later, Barack Obama, who fought attempts to take away his BlackBerry early in his presidency. RIM became the world’s fastest growing company, at least according to Fortune, following the introduction of the 850. 

     The upgrading of the BlackBerry in 2002 to include voice and data transmission was probably the beginning of the smart phone revolution. At the same time, interestingly, RIM was reporting annual revenues of $294.1 million (U.S.), a 33 percent increase over the previous year while its operating losses increased from $4.7 million to $58.7 million. As a result, the company also announced it would lay off about 10 percent of its workforce. After a substantial loss in fiscal 2003, as well, RIM began to return to profitability by 2004 (March 1, 2003 to February 28, 2004) on continuing strong sales. In that, its 20th year, BlackBerry surpassed one million subscribers worldwide. Three years later, BlackBerry subscribers numbered more than 10 million.  By 2010, RIM still controlled 10.4 per cent of the smart phone operating system market.
     Apple Computer entered the smart phone market in mid-2007 with the launch of the iPhone, amid a consumer frenzy induced by a classic Steve jobs pre-launch information campaign, which featured Apple’s well-developed attention beautiful and sleek design, a much larger screen than competitors, and a multitude of applications which made the device very attractive for consumers who like to do everything from watch movies to read the New York Times on their handheld device.  A year later Apple released the iPhone 3G, again with liens of consumers waiting up all night to get one on its first day on sale, which raised the bar substantially on speed and broad functionality.  Then, on January 27, 2010, Apple released the iPad, a small tablet computer which combined some features of the handheld devices, especially cellular mobility, with those of previous laptop computers.  RIM launched its answer to the Apple iPad in April of 2011 with the introduction of the BlackBerry PlayBook tablet. By then Apple had already released its next generation, the iPad 2.
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Growth in Sales and Profits (2002-2011)
	Year
	Sales
	Operating Income
	Net Income

	2002
	294,000,000
	(58,000,000)
	(28,000,000)

	2003
	307,000,000
	(64,000,000)
	(149,000,000)

	2004
	595,000,000
	(78,000,000)
	 52,000,000

	2005
	1,350,000,000
	386,000,000
	 206,000,000

	2006
	2,066,000,000
	617,000,000
	 375,000,000

	2007
	3,037,000,000
	807,000,000
	 632,000,000

	2008
	6,009,000,000
	1,731,000,000
	 1,294,000,000

	2009
	11,065,000,000
	2,722,000,000
	 1,893,000,000

	2010
	14,953,000,000
	3,507,000,000
	 2,457,000,000

	2011
	19,907,000,000
	4,739,000,000
	 3,444,000,000


A Change of Fortunes
     The controversy over the roles of Lazaridis and Balsillie was the backstory for a series of mishaps and disappointing results from RIM in 2011. The introduction of the PlayBook tablet, RIM’s answer to the Apple IPad, didn’t help.  The PlayBook used a mobile operating system created by QNX Software Systems, a 2010 acquisition. The new product struggled against the Apple iPad2 and Android-powered tablets, underwhelming the market with a number of glitches when it came out.  The PlayBook did not sell well and was heavily discounted in price, even though the device had been praised for having a much faster browser than regular BlackBerrys and for containing a powerful processor that enabled it to multitask several applications at the same time. 
     Following the launch of the PlayBook tablet, Lazaridis was out promoting the product when he abruptly ended a BBC TV interview. His response followed a question about RIM’s problems in India and the Middle East, where governments wanted to gain greater access to the tight security system used for Blackberry’s applications, a feature Blackberry devices are famous for.  Lazaridis asked the interviewer to turn the cameras off saying that RIM didn’t have a security problem, but rather was being singled out because of its significant market success.
     In October of 2011, millions of BlackBerry users in North America, Europe, the Middle East, and Africa couldn’t send or receive emails or BBM messages through their phones.  It took three days to find the problem and restore service, which apparently was lost because of a switching problem.

     Throughout 2011, the company’s financial picture experienced an “outage” of its own with missed earnings forecasts and delayed product launches sending the share price plummeting. From July 2008, when Apple introduced its Apple 3G, RIM’s share price declined from $148.00 to $14.00 as of late 2011. 
     As performance declined in summer 2011, an exodus of key people began and culminated in the departure of the chief marketing officer, the vice-president of brand creativity and the vice-president of digital marketing and media. This voluntary exodus was accompanied by a mid-year cut of 2,000 jobs reducing the employee complement to 17,000.

     As its main response to fears about its eroding market position, RIM had been promising a new line of BlackBerrys with an upgraded operating system, called BlackBerry 10. The BlackBerry 10 mobile operating system was to be based on software acquired as part of the 2010 purchase of QNX Software Systems. Lazaridis and Balsillie announced in December of 2011 that the new generation phones would not be available until late 2012, citing the delayed availability of a new type of chipset being used for this phone as the reason.  It was unlikely that either of the two top executives would be celebrating over the holidays as the delay, combined with a $265 million (U.S.) quarterly profit-- down 70 per cent from December 2010--created a need for a convincing response from them to concerned stakeholders.  

     As of the close of 2011, Lazaridis and Balsillie pleaded for patience and confidence, saying “We realize we’ve not met expectations.” (Globe and Mail, Dec. 16, 2011) However, rather than pleading for patience and confidence while the market waited for the BlackBerry 10, the CEO of a Toronto mobile phone company, Kunal Gupta, advised “BlackBerry needs to tell a story to the broader community about apps on [BlackBerry 7 devices, as opposed to the planned Blackberry 10 ones] and why they have a value proposition for consumers.” (Globe and Mail, Dec. 17, 2011) 
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Discussion Questions  
1. What is the communication problem(s) RIM is facing?  What are the causes and symptoms of the problem(s)?

2. Identify two or three key stakeholder groups and discuss the issues each stakeholder group is concerned about.   

3. How can RIM use all the steps in the communication model to effectively communicate with the stakeholder groups you identified in question two. 
