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Richard Branson is the UK’s most famous 
business leader. But despite his Virgin 
brand’s many successful businesses, it may 
become best known for Virgin Galactic

Virgin Galactic started to take shape in 2004, 
when Branson adopted technology that had won 
a $10 million space-race prize. He announced 

that Galactic would fly within 3 years, with tickets 
selling at $250,000.

Teething problems
Unfortunately, 3 years later the programme hit the 
headlines when a tank of nitrous oxide detonated on 
a test stand, killing three people and seriously injuring 

Is this the end for 
Virgin Galactic?
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another three. Ticketholders, including Brad Pitt and 
Angelina Jolie, would have to wait. In 2011 there were 
more glitches when a test flight malfunctioned. A far 
more serious incident occurred on 31 October 2014, 
when a Virgin Galactic test flight crashed in the Mojave 
desert shortly after launch.

One of the pilots was killed instantly and the other 
(who ejected) was seriously injured. The spaceship had 
been powered by a fuel mix that had not previously 
been used in flight, though it had been tested 
extensively on the ground. News programmes showed 
Branson arriving at the crash site, saying: ‘Space is hard 
— but worth it. We will persevere and move forward 
together.’

Just prior to the crash, Branson had set out the 
purpose behind his investment in an interview with 

Crash investigators in the Mojave desert
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the Financial Times: ‘The space company will be our 
flagship. Because we’re the only private company in the 
world sending people to space, the next few months 
are obviously something that has a halo effect on every 
Virgin company.’

The people’s businessman
Although Branson portrays himself as an entrepreneur, 
a surprising number of Virgin’s businesses are reliant 
on government handouts:
• Virgin Rail is able to pay out dividends of over £40 
million a year despite being subsidised by taxpayers. 
Research by Action for Rail suggests that Virgin gets 
seven times more subsidy per passenger than the state-
owned East Coast line.
• Virgin Care has a £500 million contract with NHS 
Surrey for community health services and a £130 
million contract to run children’s mental health 
services in Devon.

Virgin has also won contracts from the prison service 
and to run GP practices — all from privatised services 
funded by taxpayer money. Even Virgin Galactic has 
its chunk of government help — the $209 million 
spaceport was funded by the New Mexico government.

Some Virgin companies operate in the normal 
business world and have competition. Virgin Atlantic 
has never been subsidised by the UK government and 
has a distinguished history of providing competition 
to British Airways. Unfortunately its profit record is 
spotty — in 2013 there was a pre-tax loss of £51 million. 
Virgin Money is largely formed from the nationalised 
Northern Rock Building Society, sold to Virgin by the 
government at a subsidised price. Along the way Virgin 
has had flops with Virgin Cola, Virgin Vie (cosmetics), 
Virgin Vodka, Virgin Clothing, Virgin Brides, Virgin 
Express and Little Red (both airlines). 

So why is Branson so famous and so loved? Mostly 
because he’s always managed to position himself as an 
outsider, fighting ‘the establishment’. He’s contributed 
little in income tax to the country where he gains 
hugely from government contracts, but his stunts and 
breezy manner make it hard for mud to stick. He has 

positioned himself as the ‘people’s businessman’ — 
and deserves a lot of credit for his enterprise and his 
understanding of marketing and public relations.  

And the future for Virgin Galactic? In April 2014 
Virgin boasted that 700 people had paid $250,000 
for their flight tickets. How are they feeling now? The 
reality is that the inquiry into the recent crash may 
throw up problems that force Branson to back down 
on his space dream. You wouldn’t bet on it, though. 

A* answers and mark schemes
Use Table 1 to check your application and analysis for 
all questions. Use Table 2 to check your evaluation for 
Questions 1 and 3.
1 It is valid if it works. It can be argued that Branson’s 
personal exploits (e.g. hot air balloons) have helped 
create and maintain the Virgin brand’s surprisingly 
youthful image. Now, with Branson aged 64, using 
Virgin Galactic as a ‘brand ambassador’ could be canny 
— Angelina Jolie flying into space would guarantee 
headlines worldwide. The real Virgin Group is far from 
the adventurous business of its image. It largely finds 
itself niche monopoly scraps from government, so the 
media focus on Galactic is mostly good news  
 There must be a concern that a crash with paying, 
famous passengers would create bad publicity for 
Galactic and generate negative value added for the 
group. Would you want your money deposited at Virgin 
Money if the group seemed reckless? The corporate 
risks involved in this are exactly what the public likes 
about Branson.

Practice exam questions 
(40 marks, 45 minutes)

1 As Branson states, Virgin Galactic’s corporate 
objective is to provide ‘a halo effect’ for every  
Virgin company. To what extent is this a valid 
corporate objective? (14 marks)
2 Explain how contingency planning  
might have helped Virgin Galactic. (10 marks)
3 Discuss whether Branson should consult 
stakeholders about his decision to continue. (16 marks)
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 The objective may be wise as long as it’s affordable. 
The text says nothing about the cost of all this. If Virgin 
Galactic is a corporate marketing campaign for the 
Virgin Group, it should be costed and evaluated on that 
basis — the objective is valid if it’s value for money.
2 Before the crash Virgin had been telling journalists 
that this would be the final test before the first flight 
with paying customers. Clearly it had not planned 
sufficiently for things going wrong. It is also strange that 
Branson was not present at such a crucial launch —  
no-one at Virgin saw failure as a possibility. That may 
be admirable in some ways, but not if you’re a potential 
customer. Contingency planning would perhaps have 
emphasised a need for more buffers between success 
and failure, e.g. tests with autopilots, or abandoning 
the ‘new mix’ fuel. A more safety-first culture might 
have made difference — and if that is what crash 

investigators’ reports conclude, Virgin Galactic may be 
in trouble
3 Galactic’s key stakeholders are the staff (especially 
test pilots), customers and shareholders. Striking the 
right balance between these parties can often be 
difficult. The shareholders will want to see a good 
return on cash invested, which requires the right 
balance between boldness and safety. Given that the 
programme has been going for 10 years, the investment 
levels must be huge, so it is unlikely that any shareholder 
would favour abandoning the programme. Staff are 
also likely to have a clear view — test pilots want to 
test aircraft and probably love testing innovative ones. 
The more cautious staff are likely to be those in danger 
indirectly, like the three killed in 2007.
 At the time of writing, no customers have been 
interviewed to ask what they would do now. Probably 
some would love to get their money back and quietly 
forget about the trip, but there will surely be others 
who are still excited to go. A group discussion between 
Branson and a group of customers would be useful — 
both to help make the right decision and to present an 
image as a a listening, caring guy.
 On the other hand it could be said that if Branson 
wants to proceed, that’s down to him, as long as he 
holds a majority stake in Virgin Galactic. Customers who 
want to opt out should be allowed to get their money 
back, but there’s no reason why they should have the 
last word. There is little doubt that Branson is within 
his rights to press ahead. His staff can’t stop him and 
neither can customers. Shareholders could, if they had a 
majority stake. Despite this, it would be foolish to simply 
plough ahead. It would create good publicity to hold a 
stakeholder conference, slow down the development 
and persuade everyone that safety is more important 
than speed.

Table 1 Application and analysis

Level Descriptor Marks

L5 Application/analysis both good 9–10

L4 Application/analysis: one good, one 
reasonable

7–8

L3 Application/analysis: both reasonable 
or one good and one limited

5–6

L2 Application/analysis: one reasonable 
and one limited

3–4

L1 Limited response, answer based 
primarily on knowledge

1–2

Table 2 Evaluation

Level Descriptor Marks

E3 Good evaluation. Ideas 
communicated coherently and 
accurately using appropriate technical 
terms

4 (Q1),  
5–6 (Q3)

E2 Reasonable evaluation. Ideas 
communicated logically, with some 
use of technical terms and occasional 
errors in written communication

2–3 (Q1),  
3–4 (Q3)

E3 Limited evaluation. Ideas 
communicated with some structure, 
with occasional technical terms and 
some errors

1 (Q1),  
1–2 (Q3)
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