


[image: cover]







Contents

Cover

Also by Richard Branson

Title Page

Dedication

Acknowledgements

Introduction

Chapter 1. People

Chapter 2. Brand

Chapter 3. Delivery

Chapter 4. Learning from Mistakes and Setbacks

Chapter 5. Innovation

Chapter 6. Entrepreneurs and Leadership

Chapter 7. Social Responsibility

Epilogue

If by Rudyard Kipling

Copyright Acknowledgements

Copyright




By the Same Author

Losing My Virginity: The Autobiography

Screw It, Let's Do It: Lessons in Life and Business





Business
 Stripped
 Bare

Adventures of a
 Global Entrepreneur

Richard Branson

[image: Business_Stripped_Bare_01.jpg]





I'd like to dedicate this book to

all the wonderful people – past and present –

who have made Virgin what it is today.





Acknowledgements

Writing Business Stripped Bare has been another life lesson for me.
I've been able to remind myself of many of the business escapades
that I've been involved in over the years. I know some of my Virgin
colleagues are decidedly nervous about what I might be saying — and
whether I might go 'off message', as the politicians say — but a real
strength of the Virgin Group is that they are prepared to let me talk
candidly about the business.

Of course, any lapses in memory about events are purely my own.
What do they say at the end of television true-life dramas – that 'some
names and dates have been changed'? Not really necessary in this
case, but my intention is not to embarrass or disparage anyone.

The Virgin story has been a phenomenon – building a global
business in one lifetime – and it still has a long way to go. We have
packed so much in. Over the years there have been so many outstanding
and committed people steering our Virgin businesses. I really
should thank them all individually but if I did, this book would be
twice the size and the publishers wouldn't be too happy with me. So
I shall save my thanks for those who have had a direct influence on
the business in recent years.

I'd like to acknowledge the work and assistance of Stephen Murphy,
Virgin's chief executive, who gets little credit for the magnificent job he
does; Gordon McCallum, Mark Poole, Patrick McCall and Robert
Samuelson; Jonathan Peachey and Frances Farrow in America; Andrew
Black in Canada; Brett Godfrey in Australia; Dave Baxby in Asia-Pacific;
and Jean Oelwang at Virgin Unite, our charitable enterprise. At Virgin
Atlantic Airways, Steve Ridgway has been a great friend and confidant
for many years, while Alex Tai at Virgin Galactic has shared a lot of
adventures with me, and his colleague Stephen Attenborough is working
hard on our exciting new space venture. Thanks to Tony Collins at
Virgin Trains, Jayne-Anne Gadhia at Virgin Money and Matthew
Bucknall at Virgin Active; to our legal team, led by Josh Bayliss, who
have kept us on the straight and narrow path; to our PR gurus Nick Fox
and Jackie McQuillan; to my perfectly formed personal team of Nicola
Duguid and Helen Clarke, based here on Necker Island; and to Ian
Pearson for looking after the Virgin Archives in Oxfordshire.

I'd like to thank Will Whitehorn, the president of Virgin Galactic,
and a long-term adviser and friend, for steering this book project. At
Virgin Books, now part of Random House, I'd like to thank Richard
Cable, Ed Faulkner and Mary Instone for their hard work in defining
the shape of the book. Thanks also to my good friends Andy Moore,
Andy Swaine, Adrian Raynard, Holly Peppe and Gregory Roberts for
their friendship and feedback.

I'd like to record my appreciation of journalist Kenny Kemp, my
collaborator and researcher on this text, who chased me around the
world and grabbed time away from my busy business schedule to help
me with my thoughts, and Simon Ings who helped me to craft those
thoughts so well.

And, finally, a wonderful thanks to my wife, Joan, my children,
Holly and Sam, and my dearest mum and dad for all your love and
support.

Richard Branson

Necker Island, August 2008






Introduction

I spoke to him nearly every day, using him as a sounding board. He
seemed to me the kind of business expert who could enhance our
thinking. He gave us good advice on the Virgin One account. His name
was Gordon McCallum. He used to work for the business consultancy
McKinsey & Co., and I knew he'd been doing some work for Wells Fargo
— to do with consumer banking and financial services and major
retailers including JC Penney. I trusted him. I knew a lot about him —
but it suddenly dawned on me one day: 'Gordon? Do you work for us?'

'Yes,' he replied.

'I mean, are you an employee?'

'No, Richard, I'm not. I'm still working as a freelance consultant at
the moment.'

Oh.

'Well,' I said, 'you'd better come for a job interview. See you
tomorrow at the house.' And I put the phone down.

I can't remember much about that night but I must have had fun;
when Gordon turned up at my place in Holland Park, at 9 a.m. sharp,
I was still in bed. In fact, I couldn't seem to get out of it. So I tucked
myself under the sheet and called him up and said: 'Well, I'd like to
offer you a full-time job.'

It was not the kind of meeting he had expected, but he rose to the
challenge. 'What kind of job?'

'What kind of job would you like?'

Finally Gordon cracked. In all his years at McKinsey he had never
come across this technique as a way of identifying corporate talent.
He burst out laughing, but he wasn't put off. 'I'd like to help Virgin
develop a much clearer business strategy for the brand and help you
expand it further internationally.'

This made a lot of sense. It was what I'd been hoping for. 'What
would your title be?' I said, and leaned over to grab my dressing
gown.

He thought about it. 'Something like Strategy Director?'

'Fine – we'll call you the Group Strategy Director of Virgin.'

We sorted out the money, and the deal was done – and I went off to
have a shower.

Is this any way to do business?

Absolutely.

At its heart, business is not about formality, or winning, or 'the
bottom line', or profit, or trade, or commerce, or any of the things the
business books tell you it's about. Business is what concerns us. If you
care about something enough to do something about it, you're in
business, and you'll find ideas in this book that will help you. This is
a business book for everyone, whether or not they imagine themselves
to be 'business people'.

Making the most of Gordon's considerable talents and playing fair by
him was not a 'business decision' I had to make – it was simply my
business, my concern, my affair. I'm no less a businessman when I'm in
a dressing gown – and I'm certainly not more of one when I put on a suit.

This was brought home to me pretty sharply in July 2007, during
an hour-long session at the Aspen Ideas Festival. I was being
interviewed by Bob Schieffer, the former CBS news anchorman of the
Evening News. This is the man who moderated the 2004 presidential
election debate between George W. Bush and John Kerry. Bob knows
his stuff, so I expected a grilling. He could see that underneath my
brash exterior I still harbour some nervousness about speaking in
public, so he started off warm and generous, getting me nice and
relaxed, conversing about all kinds of matters from terrorist
extremism to space tourism, before he delivered his sucker punch. I
had left school at fifteen to set up a student magazine, and Bob asked
me why I had gone into business.

I just stared at him. I suddenly realised I had never been interested
in being 'in business'. And, heaven help me, I said so, adding: 'I've
been interested in creating things.'

Now, feeble as that sounded on the stage at Aspen, that's the gist of
my thinking about business. It shouldn't be something outside of
yourself. It shouldn't be something you can stand away from. And if
it is, there's something wrong.

Over the years, the Virgin Group has made it its business to run
railways, build a spaceship, launch a new airline in Africa, and help
fight Aids and HIV. These are our concerns. Not all of them are
'businesses' in the usual sense – and the journalists who have accused
the Virgin Group of making no business sense are right, but in the
wrong way. The greatest and most unusual achievement of the Virgin
Group is that, unlike most businesses, it remembers what it's for.

Business is creative. It's like painting. You start with a blank canvas.
You can paint anything – anything – and there, right there, is your
first problem. For every good painting you might turn out, there are
a zillion bad paintings just aching to drip off your brush. Scared? You
should be. You start. You pick a colour. The next colour you choose
has to work with the first colour. The third colour has to work with
the first colour and the second. The fourth colour . . . You get the idea.
You're committed now. You absolutely cannot stop. You've invested.
There is no reverse gear on this thing. People who bad-mouth
businessmen and women in general are missing the point. People in
business who succeed have swallowed their fear and have set out to
create something special, something to make a difference to people's
lives. Are the colours just right? Are the planes polished? Do the crew
look good? Are they comfortable? Are the seats OK? What's the food
like? It costs how much . . .?

And whether you're a surrealist or a CEO, there are always bills to
pay and money always arrives later than you ever dreamed possible.
In the teeth of a downturn, petty financial hassles can turn into major,
life-changing crises, and tough decisions often have to be made. This
is the side of business that journalists like to write about – but it's the
least exciting, least distinctive part of business. It's secondary. It's dull.
What really matters is what you create. Does it work or not? Does it
make you proud?

When I meet people around the world they often say to me I must
have a wonderful life. They're not wrong. I am a very fortunate
person. I have my own island in paradise, a wonderful wife and
family, loyal and entertaining friends who would walk over hot
embers for me, and I for them. I travel a great deal and I've had many
life-affirming adventures and experiences. Even George Clooney once
let slip that he'd swap his life for mine – much to the excitement of
my wife!

Success has made much of this possible. Would I have been happy
without my successes in business? I'd like to think so. But again, it
depends on what you mean by business. Would I have been happy had
I not found concerns to absorb me and fascinate me and engage me
every minute of my life? No, absolutely not, I'd be as miserable as sin.

Today the Virgin Group spans the world. It is truly an
internationally recognised brand name, trusted and enjoyed by many
hundreds of millions of people across the continents of the world.
Could it collapse overnight? Almost certainly not: we've built it to
contain any amount of damage, by organising it into around 300
limited companies. I think we've proved that a branded group of
separate businesses, each with limited liability for its own financial
affairs, makes sense. We're never going to have a Barings Bank
situation where a rogue trader is able to bring down the whole Virgin
Group. One disaster isn't going to cause 50,000 job losses worldwide.
Forty years' worth of work isn't going to be flushed down the toilet
overnight. And although the combined Virgin Group is the largest
group of private companies in Europe, each individual company is
generally relatively small in its sector. And so we have the advantage
of being the nimble 'underdog' player in most markets.

At the time of writing, we are sailing straight into a brute of a storm.
More than a year ago now, tens of thousands of poorly advised
families in America ran out of money to pay their mortgages. They
lost their homes. Their misfortune is now being visited upon the rest
of us on a global scale, as the sub-prime mortgage crisis convinces
bank after bank to reduce its lending. One major UK bank has already
collapsed. Some global financial institutions have needed massive
government refinancing. It's not a disaster – yet. But the price of oil is
going through the roof, and consumers throughout the world are
noticing the difference to their fuel and heating bills. Their response is
perfectly sensible: they're not buying things. But this in turn could
spell real trouble for the consumer businesses on which many national
economies depend.

Like any business, the Virgin Group has to steer around all these
obstacles. In Business Stripped Bare I'll be looking at the key elements
that have brought success to our companies, despite poor economic
conditions and changing markets.

In business, as in so many other creative endeavours, the idiots'
guides are for idiots. Like you, I've scanned the airport bookshelves.
Like you, I've browsed the business books. Like you, I've felt my heart
sinking. There are exceptions – I'll mention the ones I've enjoyed as I
go – but in general these business writers are a dreary bunch. Most of
them seem to be writing about what business is like from the outside
– not about what it's like to actually do.

They're writing, in some abstract way, a prescription for how to paint
a picture. They've got nothing to say about painting a bad picture, or
about how to tell a good picture from a dozen bad pictures, or how to
let go when a good picture turns out to be bad, or how to live with
yourself when you realise you've thrown a good picture away, or . . .

You get the idea. Every business, like every painting, operates
according to its own rules. There are many ways to run a successful
company. What works once may never work again. What everyone
tells you never to do may just work, once. There are no rules. You
don't learn to walk by following rules. You learn by doing, and by
falling over, and it's because you fall over that you learn to save
yourself from falling over. It's the greatest thrill in the world and it
runs away screaming at the first sight of bullet points.

Most of what I have done with the Virgin Group is about my own
gut instinct. I've never analysed what I do in any formal way. What
would be the point? In business, as in life, you never step into the
same river twice.

So all I can do for you now (and I firmly believe that this is all
anyone can honestly do) is map the territory I've seen. The good news
is, I've covered a lot of territory.

On 11 November 1999, surrounded by near-naked women, I
announced Virgin Mobile from inside a giant see-through mobile phone
in Trafalgar Square, London. Three years later, in Times Square in July
2002, I paid homage to the hit British film The Full Monty; wearing
only a cellphone to cover my shame, I unveiled Virgin Mobile's
partnership with MTV. The point of these hugely enjoyable stunts was
that, with Virgin, what you see is what you get.

Well, there are no stunts here (the editor tells me we can't afford a
pop-up section), so I'll just have to rely on the title to get this book's
message across. I've stripped Virgin's businesses bare. Rather than
banging on about how successful they are, I've written about what my
companies are actually about. What were our intentions? How well,
or how badly, did we realise our early hopes? I've gone through my
notebooks and diaries, hunting for common themes and ideas, and
I've divided what I've found into seven sections. I'll be looking at:

People

The brand

Why delivery is vital

What we learn from our mistakes and setbacks

Innovation as a driver for business

The value of entrepreneurship and leadership

The wider responsibility of business

I think of our brand as one of the premier 'way of life' brands in the
world. Whether you're in the United States, Australia and New
Zealand, Japan, South Africa, India, Europe, Russia, South America
or China, the Virgin brand means something. The Virgin brand is
about enjoying life to the full. By offering customers excellent value
for money in so many areas of their lives, we aim to make them
happier.

These values do not come cheap. These values must be paid for. Our
Virgin Mobile business in America still holds the record as the fastest
company to generate revenues of over a billion dollars. That's faster
than Microsoft, Google and Amazon. We've created more business
multimillionaires than any other private company in Europe – and
we're among the top twenty in the United States. Business requires
astute decision-making and leadership. It requires discipline and
innovation. It also needs attitude, a good sense of humour and, dare
I say it, luck.

We turn entrepreneurial ideas into outstanding businesses. We
receive hundreds of business ideas every month, often directly via our
website. We employ a gatekeeper – a corporate development assistant
– whose job it is to record, log and classify all ideas as they arrive. She
then passes them on to our experts. They read through and research
the best of them. A tiny number are passed to our investment
professionals – whole teams of them, working in London,
Switzerland, New York, Shanghai and Sydney – and they are more
forensic about business than the detectives on Crime Scene
Investigation.

What if we like your idea? If you've seen the BBC's Dragons' Den –
or American Inventor, its US equivalent – then you know what's
coming. We will strip you bare.

We normally invite people to come along to Virgin's Investment
Advisory Committee and present their plans in London, New York or
Geneva; and sometimes in the Far East, in Japan or China. At these
weekly meetings we have a team of six Virgin managers we can pull in
to help examine projects. So that our own vested interests don't blind
us to new opportunities, none of the committee runs a Virgin business
on a day-to-day basis – but they work closely with all of the top people
who run our businesses and bounce ideas off them all the time.

Our global chief executive, Stephen Murphy, who operates in
Switzerland, and Gordon McCallum (our UK chief executive), ask some
very tough questions. They will rigorously push and pull your business
plan about to see if there is a profitable business underneath. Facing the
committee can be daunting for the uninitiated – and you are normally
expected to be well prepared, with the facts at your fingertips. But these
people don't bite, and (unlike some of their television counterparts) they
are not remotely rude. They can ask for more meetings so that deeper
questions can be answered. Often the committee meets several times
before a final decision is given. We look at spending plans, income
forecasts, the marketing budget, and when the company is likely to
break even. We work out our exit strategy – will it be a sale, or a
flotation on a stock market? And, above all, we look at the key
managers who will be running the business. This is the holy grail for us,
because it's the people that make a great business idea work.

More often than not, after all things are considered, they'll
recommend that we don't invest in your business. The possible
reasons for this are so many and various, they're not even worth
agonising over. Dust yourself off. Learn what lessons you can. Make
your next call.

The Virgin team acts just like any other commercial venture capitalist
organisation. It assesses your potential, whether it fits with the group's
ambitions and strategy, and of course brand values, and what the
possible returns and profits will be. Then it works out what kind of
stake the Virgin Group should take. In return, the new company gets
the full range of Virgin's expertise – and I'll agree to help raise the
profile, make key introductions and offer any advice that I can.

The Investment Advisory Committee are my trusted lieutenants and
they know almost everything there is to know about the Virgin global
business. I'm rarely at their meetings – the team don't like my
interruptions and interference. I know this because they have a
nickname for me. They call me Dr Yes – a parody of the wonderful
James Bond movie Dr No.

If I like your idea, but the investment committee have concerns, then
I usually ask them to go and find solutions to the problems they've
identified. I prod these people constantly. I remember, before we
developed our mobile phone business, I was on to them every week
saying: 'Why aren't we in this yet?' The committee didn't want to
launch Virgin Blue, either, but in the end they saw sense!

But, you see, I have an ace up my sleeve. If I believe in your business
idea, I can be quite persuasive in getting people to accept my point of
view. I never do this lightly – but, as I've said, usually go with my gut
instinct, disregarding whole volumes of painstaking research. I would
love to be able to tell you that every ace I've played has turned out to
be a Virgin Blue or a Virgin Mobile. But I can't – which is why I make
my senior colleagues at Virgin very, very nervous!

Should we decide to go ahead with you, we sign up as branded
venture capitalists (occasionally, as unbranded investors), take a stake
in the company, and then look for a return on that investment after
about two to five years.

And that, the cynics will say, is that. Of course, businesses also have
a duty of care for the health and well-being of their people (and you
will hear what we have done in South Africa for our staff with
HIV/Aids). Beyond that, though, business is 'just business': a scramble
for profit. Right?

Well, that might describe crime; it certainly doesn't describe
business.

Ethics aren't just important in business. They are the whole point of
business. We're in business to make things. And when you decide
what to make, that, right there, is an ethical decision.

The more successful you get, the bigger and harder the ethical
questions become. I spent the first half of my career creating businesses
that we could be proud of, that paid the bills and ensured that the
Virgin Group was strong and survived. It has been our aim to
establish Virgin as the 'Most Respected Brand in the World'. It has to
be one that is trusted in each and every marketplace. I think once the
Virgin Galactic space programme starts, we have a chance of being
the most respected brand in space too!

On the back of that work, I've built the second half of my career,
creating what I call 'war rooms', to tackle environmental problems and
disease, bringing together global leaders to form the Elders –
compassionate people who wield their huge influence for the good of
humanity. The entrepreneurial skills we use to get these projects up and
running are the same ones we used to create Virgin Records and Virgin
Atlantic. Why would they be any different? Business is about getting
things done. No, scratch that: business is about getting better things
done (whilst building profits) and setting up a not-for-profit 'social'
business is not really any different to setting up a commercial business.

Make no mistake: being better is hard to do, and only gets harder
the bigger you get. If you've got a brand with 300 companies, you've
got to be diligent and make sure that nobody makes a mistake that
damages the business's reputation. That means no bribes, no
backhanders and no hidden payments to oil the wheels of commerce.
It means treating people fairly and equitably.

Now the stakes are even higher. The threat of climate change is the
biggest challenge we face as a planet. Virgin is, among many other
things, a transportation group. A rail travel company. An air travel
company. With a space tourist start-up. So we're making things worse
– right?

Well. We cannot unmake air travel – or space travel for that matter.
No one in business can unmake anything, any more than a band can
unmake a song. Can you unmake your hangover? Your indigestion?
Your children? Your last week's work? No. Welcome, then, to the first
law of entrepreneurial business: there is no reverse gear on this thing.

Virgin is dedicated to developing new renewable fuels and energy
sources and greener technologies in rail, air and space to cut all our
carbon footprints. It is responding to the current crisis decisively, the
only way a business can: by making things. Virgin is trying to do a
credible job for the environment. By making better things, it's making
things better – and in this book, I hope to show you how.

I've enjoyed an incredible life – and I hope there is much more to
come. I'm planning to work till I drop and I'll continue to challenge
myself as long as I enjoy good health and still have my marbles. And
I hope that the fortune that I have been granted can bring enormous
opportunities to other people and make a real difference.

I hope you find Business Stripped Bare a useful read. My experiences
may even shake up your ideas about what business is. They've
certainly shaken up mine.





1

People

Find Good People – Set Them Free

'Mr Richard! Mr Richard! Do you have a minute, please?'

I was visiting Ulusaba, our private game reserve, close to the
stunning Kruger National Park in South Africa. It's an enchanting
piece of bush and, thanks to Karl and Llane Langdon, a well-managed
one. The previous owners had planned to fence it in – all
2,060 hectares of it – to protect the local wildlife from poachers.
We decided, on the contrary, to take the advice of our rangers, and
have allowed our leopards, lions, elephants, cheetahs and rhinos
to move and migrate freely between our land and the neighbouring
Kruger.

The reserve had cost me nearly $6 million in 1999 – a testament to
the salesmanship of the South African president, Nelson Mandela,
who persuaded me to keep faith with his homeland. Even when times
have been hard for the Virgin Group and I needed liquid cash, I could
never bring myself to sell it.

'Mr Richard!'

I stopped and turned round and stood there, dazzled by one of the
most winning smiles I've seen in my life.

'Mr Richard.' It was a woman from the village, dressed in a
KwaZulu gown of bright reds and yellows. 'I've heard you are a very
generous man. Can you lend me money to buy a sewing machine?'

At this time Virgin Unite, our charitable foundation, was busy at
work in the villages in and around the reserve. The villagers had been
walking a long way to Sand River for water that was not particularly
safe to drink. So the foundation had sunk boreholes to provide the
villagers with a nearby source of clean water. It taught skills, helped
with the school and built a medical clinic. It created play areas for kids,
and huts from which the villagers could sell their goods to tourists.

The tourists were our business too. For nearly ten years, Ulusaba
has been a magical place, especially loved by people who come here
to rent our upmarket lodges, one perched on the summit of a granite
outcrop with stunning eagle-eye views across the bush, the other a
tree house overlooking the Mabrak riverbed, where many animals
come to drink and frolic.

I've been asked for money hundreds of times over the last thirty
years, but rarely with such directness. You've heard of the elevator
pitch? This was the elephant-pool pitch.

She told me she was a talented seamstress but that she needed cash
to buy a sewing machine to get her business going.

'So how much do you need?'

'Three hundred dollars would be enough,' she explained. 'And,
what is more, I'll repay it within three months and employ six people
full-time.' The woman's determination and ambition were fantastic.
So was her focus: she knew exactly what she wanted, and why. She
got her $300.

And as I walked away I said to myself: That's money I'll probably
never see again.

I wasn't being cynical. I simply had experience of how the odds were
stacked. At Ulusaba – which means 'place of little fear' – I had come
to know many local people who were working on the game reserve
and looking after our visitors. And believe me, they have big fears.
Malaria, tuberculosis and HIV/Aids stalk their daily lives.

Three months later I was invited back to the village to open some of
the community projects supported by Virgin Unite, including crèches,
orphans' homes and an Aids-awareness clinic. When I got there, six
women came up to me, and gave me a gift of the most exquisite cotton
pillows and tribal clothes which they had made. And, to complete my
surprise, they returned the $300.

But where was the original entrepreneurial seamstress? I asked.

'Mr Richard, she is so sorry she can't be here personally to see you.
She is off to the market selling the products,' they told me.

I've thought of her often since that day: a confident, direct,
intelligent woman, using a sewing machine to better her own and
others' lives. Never mind Dragons' Den: if you want to meet
entrepreneurs, come to Africa. It's a continent full of opportunities for
the creation of wealth, enterprise and future prosperity.

Since the mid-1970s, the economist Professor Muhammad Yunus
has been saying much the same thing about the women of Bangladesh.
But how do we foster entrepreneurism in communities that, whatever
their potential, have virtually nothing?

Muhammad Yunus started his Grameen Bank as a practical
economics project in 1976. He won the Nobel Peace Prize in 2006 for
pioneering an economic system in which small, low-interest loans are
extended to people who are unable to obtain a loan from a traditional
bank. Grameen's rule of thumb is to keep the interest rate as close as
possible to the prevailing market rate in the commercial banking sector
rather than moneylenders' exorbitant rates. It has transformed the lives
of millions and the bank now has 2,400 branches, and 7.5 million
borrowers. The default rates – at 2 per cent – are lower than those of
any other banking system. Every year, 5 per cent of Grameen
borrowers move out of poverty. His work has spawned a global
movement.

Muhammad is a proponent of 'social business'. He said in an
interview with the Santa Barbara Independent:

Ordinary businesses are aimed at making money . . . there is no
consideration of how people benefit, it is all about making profits.
Social business, on the other hand, is all about social benefits,
not personal gain. Profits are important to social businesses,
which seek to sell products at prices that make it self-sustaining.
A social business is not a charity – but profits are not its ultimate
goal. When a social business turns a profit, the original investors
are repaid, but the rest of the profits stay with the company in
order to achieve its long-term social goal of helping the poor.

His view is that many of the problems of the world remain
unresolved because capitalism is poorly understood and poorly
practised. The issue, he says, is not in the capitalist system itself, but
in the hash that people repeatedly make of it. He completely rejects
the common view, that capitalism is all about the bottom line.

He says: 'In this narrow interpretation we create a one-dimensional
human being to play the role of entrepreneur. We insulate him from
other dimensions of life, such as religious, emotional, political
dimensions . . . Everyday human beings are not one-dimensional entities,
they are excitingly multidimensional and indeed very colourful.'

Muhammad thinks capitalism can – and should – enrich the whole
person.

I'm not good at theory. Almost everything I've learned, I've learned
by doing. However, Muhammad's opinions excite me. They confirm
a lot of the gut feelings I've developed about business over the years.
And topping my list of gut feelings is this: business has to give people
enriching, rewarding lives, or it's simply not worth doing.

Later on, we'll be returning to Virgin's African adventures, and
some of the wider political questions this story throws up. For now,
though – since we have to start somewhere – let's start at home. Let's
start with you. Wouldn't it be wonderful if your company were full of
people like the seamstress who accosted me that day in Ulusaba?
Think what you could achieve.

Well, there's no reason why it can't be, and in this chapter I'm going
to tell you how Virgin tries to foster the entrepreneurial spirit at every
level of its business.

First of all, take a cold, hard look at your present surroundings.

Are you really going to be able to empower the people around you?
I ask because, for all I know, your workplace may be a sink of despair.
And while we've had a few notable successes in this area, it is, I would
say, superhumanly difficult to change a company's existing culture.

Virgin learned this the hard way in 1996, when we acquired Euro
Belgian Airlines and turned it into a cheap, cheerful, go-getting budget
airline called Virgin Express. Well, that was what Virgin Express was
supposed to become. We rebranded the airline and floated 49 per cent
of its stock on the Brussels and NASDAQ stock markets. We knew it
wouldn't be easy, because we'd be in competition with solid low-cost
airlines such as easyJet, Ryanair and Go, with all the benefits they had
of being based in the UK. Not only that, we would be based in
Belgium (remembering how much it cost us to operate there brings
tears to my eyes to this day). Nevertheless, I believed that with a quick
transfusion of the Virgin spirit, we could make a go of it.

Boy, was I wrong.

Our Brussels-based low-cost carrier was one of the toughest
challenges we have faced. Debilitating European regulations on the
thirty-five-hour working week and high fixed costs meant that there
was little room for radical changes. This is a nightmare when you are
trying to run a low-cost operation and arrange rosters and crew
patterns. But if it was bad for us, imagine what it was like for the staff.
They were cynical about the business, for the very good reason that
there was no fun, no camaraderie and no real sense of ownership.

We set about changing all that – or tried to – and landed feet first in
a can of worms: strict union regulations, tortuous pay negotiations,
constant strike threats. I had to go in myself and try to sort it out, and
it taxed my own legendary reserves of karma. The crucial lesson I
learned was: avoid taking on someone else's legacy. In June 1999
I wrote in my notebook with reference to the turmoil at Virgin Express:
'Almost for the first time in my life I can't sleep at night. Fighting the
outside world is easy. Trying to make peace among one's own staff is
hell. We must never allow another company to get into this mess.'

As life turned out, shortly after that diary entry we made Neil
Burrows the CEO and he set about turning the business around with
incredible hard work and great leadership. However, just as Neil had
got the costs into line with the most competitive in Europe and finally
turned Virgin Express into a credible people business which worked,
9/11 bankrupted our biggest partner SABENA. Eventually, in March
2006, Virgin Express and SN Brussels Airlines merged to create
Brussels Airlines and Neil went on to lead the combined businesses
merging the two cultures and creating what is today a very successful
airline in the capital of Europe. It was a salutary experience, and the
business message is clear: if you're in the mood to buy a new business
– wait. It can take a long time to change a business culture. Are you
sure you wouldn't be better off starting one from scratch? So many
business acquisitions end up being disasters because the people
involved fail to understand the real challenges involved with getting
different types of people to all work together and share the same
goals. They look only at the numbers.

This lesson can be applied more widely, and that's what I want you to
do now. Look around you. If the people you're responsible for have
already been crushed beyond recognition, and if your bosses are more
interested in putting you right than in listening to what you have to say,
you are better off hunting out more promising surroundings for yourself.

Even better, start from scratch. Seek out people with the right spirit,
bubbling just beneath the surface, and get working with them.

The people you need are rare, but they're not hard to spot, so let's
start with them.

You will find the 'Virgin type' of person all over the world. I bump
into them frequently in bars, cafes, hotels and small businesses, in
libraries, post offices, in hospitals, at the jetty in the Caribbean, even
in government offices and the civil service. Virgin types pop up
everywhere, and in every nation. These people don't know they're
special, but they are; they are out there, and you can spot them.

If you're in charge of a company, or a human resources department (I
hate this description – I call them 'people' departments!), you should be
searching for them, too. These people, by their nature and their outlook
on life, enjoy working with others. They're attentive. They smile freely.
They're often lively, and fun to be with. I don't underestimate
qualifications – I just don't assume they're going to tell me anything
about a person's character. Having 'savvy' is much more important than
having a formal education. The things you learn can only complement
who you are – and in my book, who you are counts for a whole lot.

I am always on the lookout for talent – it's not easy to find energetic
and enthusiastic people with the right attitude. We look for people who
can grow into their work, and respond with excitement when we give
them greater responsibility. Jobs, after all, can be learned. Recently, we
noticed two guys doing a brilliant job of running the water-sports
activities at a rival hotel. Everyone loved them. We didn't need water-sports
people. But we needed managers: and we asked these guys to
run our island home in the Caribbean, Necker. In business, someone
who can stay cool and calm under pressure is an asset. This is
especially true for the Virgin Group, as so much of what we do
involves dealing directly with the public. Today's consumer can be very
demanding, especially when things aren't going according to plan.

I want to keep the Virgin Group fresh. So I have tried very hard to
re-create, in every company, the atmosphere of Virgin's early years.
There's no rule book. The past is the past. We can't preserve it; it
would be silly for us to try. But what we can do is look for the next
generation of the right sort of people. Like everybody else, we're
looking for dedication, and belief, and a willingness to go that extra
mile for colleagues and customers. But we keep certain other thoughts
in mind, too. It seems to me that when you love what you do, you're
too busy to stand on your dignity. When you're good at what you do,
you don't worry so much about your image. So I think it's a positive
sign when people don't take themselves too seriously.

Good people have always been at the heart of the Virgin business,
and that's largely because we have tried to keep our businesses small,
and our management teams tight-knit. I feel that small, compact
companies are, generally, better run. This is partly because people feel
more connected in smaller companies.

In an ideal business environment, everybody should have a rough idea
of what everyone else is going through. People should be free to talk.
Banter is essential. Anonymous, over-formal, regimented surroundings
produce mediocre results. Niggling problems either fester, or they end
up on your desk. No one runs that extra mile for you.

And there's another thing you should take into consideration: if your
people aren't talking to each other, how are they ever going to get ideas?
It was the physicist Albert Einstein who said: 'What a person does on
his own, without being stimulated by the thoughts and experiences of
others, is even in the best cases rather paltry and monotonous.'

There are few places more depressing than a room full of people who
have nothing to say to each other. So put people together in a way that
will have them bouncing ideas off each other, befriending each other,
and taking care of each other, and suddenly they are coming to you,
not with gripes and problems, but with solutions and great ideas.

Of course, there'll be friction. People working in small teams, in
close proximity with each other, will rub each other up the wrong way
from time to time. But nothing festers. Nothing stalls. People get over
their problems. They come into work curious about what the day will
bring. They're not having to contend with that dreadful, low-level
headache that comes from not quite connecting with the people with
whom they're spending most of their day.

As a manager, you're going to need a modest amount of
psychological insight to build great management teams. But practice
pays off, and you don't have to agonise over finding exceptional
'characters'. Given the right conditions, exceptional people will reveal
themselves. The buzz of Virgin's early years was generated by a diverse
mixture of incredible characters. I remember the brilliant Simon
Draper, a student from South Africa who became the music buyer for
our fledgling business. At Virgin Records, he was our musical sounding
board. He was hip, cool, loved music and therefore had an unerring
ability for finding fantastic music. He signed some of our best bands,
and the music he fostered was the bedrock of our success.

There's another thing about teams: they don't last for ever. Think of
a team as being like the cast in a theatrical play. Actors who work too
long together on the same show for too long grow stale. When the
business lets you, shake things up a little.

In the early days, when one of our Virgin companies ended up
employing more than a hundred staff, I would ask to see the deputy
managing director, the deputy sales manager and the deputy
marketing director. I would say to them: 'You are now the managing
director, the sales manager and the marketing director of a new
company.' Then we would split the company in two. And when either
of those companies got to a hundred people, I would once again ask
to see the deputies and split the company again.

Virgin Records birthed nearly twenty different companies in the
Notting Hill area of London. Each one would be independent and
competing in the marketplace, but they would share the same
accounts and invoicing department. Being the managing director of
something small – rather than the assistant to the assistant MD of
something big – gave people more clout. They were able to take pride
in their successes, and they had to learn quickly and well from their
failures. They were offered incentives according to how well they did.
Although each company was relatively small, collectively the group
turned into the largest independent record company in the world, and
the most successful. If we'd kept everyone in the same building, I don't
think we would have generated the ideas that led to our success.

Even today, each Virgin company is relatively small, although our
airlines and train businesses, by their very nature, have grown
significantly. I can't say that I know everyone's name now – indeed,
it's been a while since that was the case, but we have tried to retain a
culture of intimacy. If we set up a new airline we create a completely
separate, stand-alone entity. Virgin Blue in Australia, Virgin Atlantic
and Virgin America are independent companies. Our new airline in
Russia will be independent, as is Virgin Nigeria, although we have
pulled in technical people from Virgin Atlantic to help establish it. We
pass and exchange expertise at arm's length. This makes the Virgin
Group a fascinating environment for people who work in the airline
businesses. One year Virgin people might be working in Britain or
South Africa, the next spending time down under in Australia. This is
a wonderful way of keeping hold of good people for longer. At Virgin,
secondment is a way of life. There has to be a bit of give and take
because some of our companies have different ownership structures.
But our managing directors usually realise their people can benefit
from a cross-fertilisation of ideas and culture.

There is nothing more demoralising than to work your pants off,
only for strangers to be promoted to the senior positions you aspire
to. At Virgin, we keep business in the family wherever we can, and we
promote from within. The woman who was the managing director of
Virgin's recording division started work for Virgin at the Manor
Recording Studios; she was the cleaning lady. The manager of the
Kasbah, our hotel in Asni, Morocco, first demonstrated her winning
ways with people as a masseuse on Virgin Atlantic.

By 1995, I estimated some thirty people had become millionaires or
multimillionaires as a result of starting Virgin businesses – and this
didn't include the hundred or so musicians who became millionaires
through record sales. Since then we can probably say that another
eighty Virgin people have become millionaires in our businesses. This
reward is just a by-product of success in business.

It's a fact of business life that people come and go. The offer of better
prospects or career advancement elsewhere will naturally draw good
people away from time to time. But what about the others – the ones
who leave in order to do much the same thing, for much the same
money, elsewhere? What went wrong?

Managers often assume it's a question of pay. This is lazy of them.
Yes, money is important. It's essential to pay people fairly for the job
they do, and to share out the profits of a company's success. But
throwing money at people isn't the point. When people leave a good
company, it's often because they don't feel good themselves. They feel
marginalised. They feel ignored. They feel underused. Few people
spend every spare hour scouring the jobs pages hunting for a higher
salary. Most are driven back into the jobs market by frustration. Their
bosses don't listen to them.

If you have a strong business idea and it falls on stony ground, there
is only one possible response: 'Sod it, I'm fed up with this lot. I'm
getting out of here.'

So – managers should listen more?

It wouldn't do any harm. At Virgin Blue, our Australian domestic
air carrier, founder Brett Godfrey's management method dictates that
all of the management team have to get out once every three months
and 'chuck bags'. This means that they turn out at 4 a.m. and do a
full shift with the baggage people. That way they get to understand
the problems and the hassles of the job. And because turnaround
time is so vital, he also wants to involve and reward the baggage
handlers too. Brett has given them bigger incentives to help with
getting the planes back on the runway again. He calls them the 'Pit
Crew' and has decked them all out in Ferrari red. In some airports
baggage handlers have been viewed as the lowest of the low. Not at
Virgin Blue.

For my own part, I always make it a rule, when I'm in a city, to stay,
if possible, where the cabin crews hang out. I'm a regular at the
Holiday Inn at Potts Point, Sydney, which has certainly enjoyed better
days, but its location is superb. I'll stay there with 200 of our cabin
crew, so I can spend time with them and hear how they're doing, and
if there's anything we should be looking into.

But we're still missing the point. Maybe your manager is a good
listener. Maybe your manager is listening too much, to too many
people at once, in too much detail. The thing is, if you have a good
business idea, why should you have to ask permission every time?
Why can't you just carry it out? Why can't you show it off to your
manager in action? Why won't people give you the freedom to try, to
succeed, even (horrors) to make mistakes?

At Virgin, we try as far as we can to make people feel as if they are
working for their own company. Our more senior people have share
stakes or options in the companies they run and, as a result, we've
created a lot of very successful people over the years. But however our
staff are employed, every one of them should feel that, in some respect
or other, they own their own work.

Within reason, this is more important to people than their salary. I'll
give you an example: Qantas's cabin crew earn $66,400 a year on
average based on 'seniority'! Virgin Blue's much younger crews get
$40,000. Our crews clock in for over 700 hours a year. Qantas's work
for just 660 hours. This difference is likely to be eroded over time as
the business matures, but in the meantime Virgin Blue's customers are
reaping the advantage in lower fares.

How is this possible? Are Virgin Blue's staff of poorer quality?

Not a bit of it. Some people think airline hospitality is an easy job,
and maybe it is – on paper. I've tried being an airline steward for a few
days and I know just how hard it is. To get it right and have people
come back again and again, the staff have to be absolute perfectionists
in terms of their customer-service ability. So whereas at some airlines
you could literally go into a pub on a Saturday night, hand out some
business cards, train a few people up and that would be it, Virgin Blue
puts its guest-facing crew through a rigorous five-stage recruitment
process.

Why would they go through all that for a lower salary? Because Brett
has introduced a reward system on Virgin Blue. Instead of creating a
climate of fear, he has set things up so that the cabin attendants can
take responsibility for their actions. He calls it 'First to Know, First to
Fix', so that if cabin crew sort things out and it is recognised then they
get a free flight ticket, which they can give out to anyone. This is
typical of Brett's approach. Another point he insists on is that people
with self-discipline don't need to be treated like naughty schoolchildren.
It is important not to hammer people who make mistakes,
provided they were made with honest intent.

After all, we only live once, and most of our time is spent at work,
so it's vital that we are allowed to feel good about what we do.
Throwing yourself into a job you enjoy is one of life's greatest
pleasures – but it's one that some leaders of industry seem determined
to stamp out at all costs.

Enjoyment at work begins where all other enjoyments begin: in good
health. I write this with no small twinge of conscience, as I do get unfit
from time to time. Week after week goes by and I hardly seem to leave
the air or airports. I think of Nelson Mandela: during his years in
captivity, he kept himself fit with press-ups and sit-ups. He kept his
brain alive with a daily routine of exercises. Recently I spent about
four months travelling back and forth to Australia, and I could have
done with some of Mandela's spirit. I think I only managed an hour's
surfing during a one-night stop-off in Bali; at least the buzz from that
kept me going for days.

There is no denying, it's easier to stay fit in pleasant surroundings. Our
Virgin health clubs make the experience as pleasant as possible, but it's
a lot easier to spend an hour chasing rays in the shallows off Necker than
it is to slog up and down in a swimming pool. Still, exercise is a bullet
worth biting, whatever your surroundings and whatever the pressures of
the day. The more energy we can bring to our working days, the better.

It's important, if you see someone overdoing it, to say, 'Go on a
holiday.' If someone has lost a family member, let them take as much
time off as they need. There's no point in having people working
under unmanageable stress. You've got to give people time to mend.
It's the decent thing to do, it makes practical sense and, when you're
in the kind of business we're in, it may even, one day, save a life.
Remember, we run airlines. We run train companies. We take people's
money and in return we hurtle them about the globe at hundreds of
miles an hour. Our chief engineers need to ensure that their engineers
are contented, fulfilled and enjoying their work. This is the only surefire
method we know of inculcating a culture of safety and routine
excellence – and Virgin's safety record is, as a result, second to none.

While we're on the subject, I might as well mention another one of
our safety measures. You've probably noticed that all our trains and
planes have names. By giving these huge, powerful, potentially lethal
machines names, we help our people remember where they were
working yesterday, or last week, or last month. We help them recall
specific problems and gripes with individual engines, coaches or
aisles. We make communication easier. People don't have to reach for
their diaries every time they're asked about some niggling detail. We
never forget that our engineers and flight crew are people, and we'd
much sooner personalise our machinery than mechanise our staff.

I find it extraordinary that so many managers pay no attention to
the fabric of their workplaces. How are people supposed to believe in
your company when all they see of it, day after day, is a couple of
dying pot plants and a fire extinguisher? At Virgin, we give people the
tools they need to do their job properly. How else are they ever going
to feel pride in where they work? Virgin people have told me that at
the end of a tiring day, when they are off duty, having a drink in the
pub, or a meal, they're occasionally asked where they work. When
they say, 'With Virgin,' the enquirer usually replies, 'Lucky you! That
must be a great place to work.'

Our staff usually agree.

For many of our companies, the work environment is also public
space. On our planes, for example, we make sure that our seats are
the most comfortable in the air, the food is excellent, the uniforms are
the best and the planes are modern, safe and efficient. On board a
plane, customer service and staff satisfaction are pretty much the same
issue. They should be handled as one.

But a concern for surroundings is part of the general Virgin
philosophy. It runs through all of our businesses, whether or not they
deal directly with the public. We're not talking about glitz or vast
expense. We're talking about providing people with the right tools for
the job. Do that, and your employees will approach every day with
freshness and enthusiasm. If you file and forget them in some kind of
stationery museum, the keenest heart will wilt.

It occurs to me that so far in this chapter, I've been giving you a lot of
'don'ts'. Don't micromanage. Don't ignore people's needs. There's a
better way of looking at the manager's role, and I can best express it
by telling you about the first time I met Gordon McCallum.

Virgin Atlantic's inaugural flight landed in San Francisco in 1996.
As we celebrated, I was buttonholed by an extremely vivacious Irish
marketing executive who worked for McKinsey & Co. She invited me
to talk to a group of the company's analysts and consultants at their
California Street offices.

McKinsey's consultants spend most of the working week in the
offices of their client companies. As a consequence, they don't get
much time with each other. So they have made Friday lunchtime their
chance to get together: a bonding session over a brown-bag lunch of
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