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Introduction  

The context of the 2020 pandemic and the economic and reputation crises at Virgin 
Atlantic accounts for the need to consider multilateral stakeholder relationships in crisis 
management for long-term sustainability. It is argued that a better comprehension of the 
dynamics of stakeholder relationships at Virgin Atlantic could have fashioned a more 
proactive response to the crises. Stakeholder theory, is an evolving framework tasked 
with remaking a sustainable business world (Parmar, Freeman, Harrison, Wicks, De 
Colle & Purnell, 2010; Freeman, 1984; Crane, 2009). Stakeholder theory draws on 
sociology, economics, politics, ethics and corporate social responsibility (CSR) theory 
(Frooman, 1999). According to Freeman (1984), stakeholder theory challenged 
shareholders’ status as the only group to which management must be responsive. 
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Stakeholders are persons or groups that have, or claim, rights or interests in an 
organization’s activities (Benn & Bolton, 2011). The claimed rights or interests result 
from transactions and may be legal or moral (Crane, 2009).  
 

The scope of the present analysis focuses on stakeholder theory in organizational crisis 
management. The literature review will consider prominent perspectives on stakeholder 
theory such as its origins and development, stakeholder theory at its current status, 
stakeholder classification and prioritization, features of the model as well as its 
limitations and deficiencies. Virgin Atlantic’s response to the Covid 19 crises, the 
stakeholder map and the ethical rationale for the response are also assessed.  

 

Origin And Development Of Stakeholder Theory 

Stakeholer theory was introduced as a management theory genre, a framework from 
which a number uses can be derived (Parmar et al., 2010). Stakeholder theory 
addresses the problem of value creation and trade, the ethics of capitalism and the 
managerial mindset (Freeman, Harrison, Wicks, Parmar & De Colle, 2010). 
Stakeholders, from a broad perspective, are individuals or groups who have an interest, 
some type of ownership, rights which can contribute or are impacted by a company’s 
projects (Carroll, Buchholtz & Brown, 2018; Freeman, 1984; Damak-Ayadi & Pesqueux, 
2005). The conceptual breadth and the prevailing interpretations of stakeholder theory 
represent its greatest strength and liability (Philips, Freeman & Wicks, 2005). 
 

The origin of the stakeholder terminology starts with Smith’s (1790) sympathy principle 
which was reintroduced at the Stanford Research Institute in 1963 (Stoval, Neill & 
Perkins, 2004). The development of the theory is attributed to the mid-1980s, with one 
focal point being Freeman’s (1984) stakeholder approach which as an obvious wordplay 
on the terminology stockholder expanded the concept of business beyond its traditional 
economic roots (Freeman & Velamuri, 2008). Stakeholder theory was developed as a 
response to managerial concerns of unprecedented levels of environmental turbulence 
and change that required a new framework to aid in the navigation of the new global 
and interconnected business world (Freeman & Velamuri, 2008). As the business 
enterprise was expanding in the 1980’s, the predominant Weberian bureaucratic theory 
which focused on organizational prediction and behavior control and offered little 
consideration towards ethics became less useful for practicing managers (Barnard, 
1938). Freeman (1984) reflected on theories of the time stating:  
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“[C]urrent theories are inconsistent with both the quantity and kinds of 
change that are occurring in the business environment […] A new 
conceptual framework is needed” (p.5).  
 

Growing concerns for corporate governance, globalization and transparency augmented 
the growing popularity of the stakeholder concept which was then applied in a wide 
variety of disciplines such as health care, public administration, environmental policy, 
marketing and ethics (Freeman et al., 2010). 
 

Stakeholder theory has an explicit moral component being “a theory of organizational 
management and ethics” (Phillips, Freeman & Wicks, 2005, p. 482). It aims to 
counteract conventional business models that did not address the self-serving behavior 
of managers and organizations. Numerous branches of stakeholder theory address 
moral foundations such as the common good (Aragandona, 1998), feminist ethics 
(Burton & Dunn, 2005; Wicks, Gilbert & Freeman, 1994), risk (Clarkson, 1995), the 
principle of stakeholder fairness (Phillips, 2003), integrative social contract theory 
(Donaldson & Dunfee, 1999), property rights (Donaldson & Preston, 1995), Kantianism 
and the doctrine of fair contracts (Freeman, 1994).  
 

Stakeholder Theory At Its Current Status 

Stakeholder theory has become particularly relevant in the operationalization of CSR 
even though a variety of concepts fall under the CSR umbrella (Matten, Crane & 
Chapple, 2003). The concept of CSR fits adequately with stakeholder theory by 
specifying the groups or persons towards whom the company ought to be responsible 
(Carroll, 1991). In an integrative CSR framework, stakeholder management is a relevant 
function of the corporate social responsiveness dimension which aims to broaden the 
obligations of firms to include more than financial considerations (Wood, 1991; Hess, 
Rogovsky & Dunfee, 2002; Porter & Kramer, 2002; Smith, 2003). For instance, 
enlightened value maximization and enlightened stakeholder theory acknowledge that a 
company cannot maximize long-term value if an important stakeholder is ignored or 
mistreated (Branco & Rodrigues, 2007). 
 

Stakeholder theory considers the relationships between businesses and their 
stakeholders as units of analysis (Freeman et al., 2010; Freeman, 1984; Jones, 1995; 
Walsh, 2005) and focuses on their alignment (Post, Preston & Sachs, 2002; Sisodia, 
Wolfe & Sheth, 2007). Stakeholders interact to jointly create and trade value, therefore, 
the manager is morally obliged to distribute as much value as possible to stakeholders 
(Freeman, 1984). If conflict is experienced, managers should improve tradeoffs and 
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rethink problems to ensure that a broad group of stakeholders are addressed (Harrison, 
Bosse & Phillips, 2010; Harrison, Freeman & de Abreu, 2015).  
 

Classifying And Prioritizing Stakeholders 

The taxonomy on stakeholder classification evolves permanently (Philips, 2003). 
Freeman (1984) debuted with a broad classification of stakeholders. Ethical 
considerations dictated that all actors could be perceived as stakeholders (Damak-
Ayadi & Pesqueux, 2005). Several authors ascribed to the stake or the interest 
perspective (Bourne & Walker, 2008; Littau, Jujagiri & Adlbrecht, 2010; Carroll et al., 
2018). However, several stakeholder classification typologies emerged throughout time 
based on various criteria such as legitimacy (Donaldson & Preston, 1995; Kaler, 2002; 
Fassin, 2009), salience (Mitchell, Agle & Wood, 1997), relationship level (Clarkson, 
1995; Carroll, 1989; De Mascia, 2015), power (Savage, Dunkin & Ford, 2004; Kamann, 
2007), centrality (Rowley, 1997) or morality (Phillips, 2003; Goodpaster, 1991). For 
instance, Carroll (1989), followed by Clarkson (1995), distinguishes between primary 
and secondary stakeholders from a relationship level perspective. The former category 
includes shareholders, investors, employees, customers and suppliers, and is one 
without whose active participation the organization could not properly function 
(Clarkson, 1995). The latter category, also named diffuse stakeholders which includes 
the media, interest and activist groups may influence, affect or are affected by the 
operations of the organization but not in a primary fashion (Caroll, 1989). A revised 
model also includes tertiary stakeholders as being the least impacted by the 
organization (De Mascia, 2015). The organization exhibits a high interdependence with 
its primary stakeholder groups. However, secondary and tertiary groups may cause 
significant damage to the organization through opposing policies or when 
responsibilities towards them are not fulfilled (Clarkson, 1995; Carroll, 1989; De Mascia, 
2015). In addition, key stakeholders are especially significant for an organization 
regardless of their belonging to a specific category (De Mascia, 2015). 
 

A prominent model, presented in Table1, classifies latent, expectant and definitive 
stakeholders based on their salience which is contingent on one or more of the following 
attributes: power, legitimacy and urgency (Mitchell et al.,1997). Latent stakeholders, that 
possess one of the aforementioned attributes may be dormant, discretionary, or 
demanding. Expectant stakeholders, who possess two qualities, may be dominant, 
dependent and dangerous. Definite stakeholders possess all qualities, whereas the 
stakeholders that possess none of the qualities are categorized as non-stakeholders or 
potential stakeholders (Mitchell et al., 1997). 
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TABLE 1 
Stakeholder Categorization Based On Salience 

Stakeholder 
Categorization 

Possession of Salience 
Attributes 

Further  
Classification 

Latent One salience attribute Dormant, discretionary, 
demanding 

Expectant Two salience attributes Dominant, dependent, 
dangerous 

Definite All salience attributes: 
power, legitimacy, urgency No further classification 

Non-stakeholders No salience attributes No further classification 

Source: Adapted from Mitchell, Agle & Wood, 1997 

 

Increased pressures on organizations to respond to different stakeholder group 
interests generates the discourse on stakeholder prioritization (Crane, 2009). Mitchell et 
al. (1997) recommend the prioritization of stakeholders based on their salience. The 
salience of latent stakeholders is low, whereas the salience of expectant ones is high 
(Crane, 2009). While the model is useful for prioritizing stakeholders it fails to explain 
the process that needs to be followed (Key, 1999).  Neville, Bell and Whitwell (2011) 
argue that power, moral legitimacy and urgency should be evaluated on a range of 
levels based on perceptions and caution that the incorrect assessment of salience 
results in mismanagement possibly causing financial and reputational loss. In addition, 
Tachman and Raelin (2013) propose that societal stakeholders, not managers alone, 
should codetermine stakeholder salience. Accordingly, managers should make 
settlements based on stakeholder codeterminations. 
 

Furthermore, a body of literature links the sustainability of an organization with its 
reputation and stakeholder perceptions (Walker, 2010; Abratt & Kleyn, 2012; Goldring, 
2015). Managers should assess the impact of stakeholder claims across all company 
stakeholders and only thereafter determine the prioritization of claims to uphold 
perceptions (Shaun, Russel & Nicola, 2016; Dentchev & Heene, 2004). Reputational 
capital is at risk in the interactions between organizations and their stakeholders and the 
prioritization of claims (Fombrun, Gardberg & Barnett, 2000; Bebbington, Larrinaga & 
Moneva, 2008). The commitment-trust theory dictates that organizations build 
relationships with a broad range of stakeholders through conveying consistent 
information signals over time that stakeholders believe, share and trust (Morgan & Hunt, 
1994; Dentchev & Heene, 2004).  
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Features Of The Stakeholder Model As Theory 

Donaldson and Preston (1995) recognize four main ways in which stakeholder theory 
has been applied to business ethics, namely: descriptive, instrumental, normative and 
managerial approaches. First, the descriptive approach, essential for understanding the 
state of affairs, depicts the nature of the firm (Brenner & Cochran, 1991), the 
management function (Brenner & Molander, 1977), the way board members think about 
the interests of corporate constituents (Wang & Dewhirst, 1992) and how corporations 
are managed (Clarkson, 1991; Halal, 1990;  Kreiner & Bhambri, 1991). Wood (1991) 
highlights the importance of describing the organizational reality and the relationships 
between the company and its stakeholders.  
 

Second, the instrumental approach is used by managers for strategic decision-making 
to achieve organizational objectives and performance (Mainardes, Alves & Raposo, 
2012). It is based upon organizational economics, agency theory, transaction cost 
theory and corporate ethics (Jones, 1995) developed through the usage of different 
statistical methodologies (Aupperle, Carroll & Hatfield, 1985;  Barton, Hill & Sundaram, 
1989; Cochran & Wood, 1984; Cornell & Shapiro, 1987;  O'Toole, 1985). Freeman 
(1984) highlighted the importance of the instrumental view because it "explore[s] the 
logic of this concept in practical terms, i.e., in terms of how organizations can succeed" 
(p. 25). Through the instrumental perspective stakeholders are viewed as a means to an 
end (Donaldson & Preston, 1995).  
 

Third, the normative approach perceives stakeholders as an end. The theory interprets 
the corporation’s function, including the identification of moral or philosophical 
guidelines for management (Donaldson & Preston, 1995). Normative concerns 
dominated the classical stakeholder theory with this tradition (Carroll, 1989; Kuhn & 
Shriver, 1991; Marcus, 1993; Dodd, 1932). Donaldson and Preston (1995) insist that 
stakeholder management is built on the normative core of the theory. This perspective 
emphasizes the recognition of stakeholders and their stakes as well as the role of the 
manager and the nature of the management function (Donaldson & Preston, 1995). 
Importantly, the connection between the different parts has to be acknowledged in the 
managerial view (Jones, Felps & Bigley, 2007). 
 

Alternatively, Freeman (1999) explicitly rejects the idea of distinguishing between the 
branches of stakeholder theory because all branches have elements of the others 
embedded within them. Freeman and McVea (2001), view stakeholder management in 
a holistic sense integrating economic, social, political and ethical considerations in a 
prescriptive and descriptive theory with several defining characteristics. It offers a single 
strategic framework for the strategic management process of achieving the 
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organization’s objectives through the diverse harnessing of collective support (Freeman 
& McVea, 2001).  
 

Limitations And Deficiencies Of Stakeholder Theory 

First, the theory is limited by the ambiguity of the terminology and the lack of consensus 
between theorists pertaining to the definition, stakeholder classification and 
management implications (Miles, 2011; Mainardes et al., 2012; McGrath & Whitty, 
2017). Though the literature has expanded in breath in the past decade it is disjointed 
(Hasnas, 2013). According to Mainardes et al. (2012), over 66 distinct definitions 
attempt to explain stakeholders. Miles (2011) states that a new definition of 
stakeholders emerges every 1.13 articles. It is deemed essential to arrive at an inclusive 
stakeholder definition to establish boundaries to stakeholder categories in future 
conceptualizations (Eskerod, Huemann & Ringhofer, 2015). One can argue in this 
respect that stakeholder theory remains pre-paradigmatic.  
 

Second, the dichotomy between the descriptive status of the theory, its normative usage 
and modern implementations of the firm call into questions the essence of the theory 
(Damak-Ayadi & Pesqueux, 2005). A recognized deficiency is that the metaphorical 
dimension of the theory indicates it being either a purely moral doctrine (Orts & Strudler, 
2002) or an excuse for executive opportunism (Jensen, 2000; Marcoux, 2003). 
However, these limitations have to be contemplated in the context of the philosophical, 
neo-liberal movement to which it is attached. The seminal authors responsible for 
elaborating the theory ascribed to an ethical perspective on justice (Damak-Ayadi & 
Pesqueux, 2005). The aforementioned limitations emerge from adapting the theory’s 
normative purity to a category-based contractual framework (Jensen, 2000). 
 

Third, the theory predominantly addresses a static environment in which the dynamic 
nature of stakeholder relationships is not sufficiently contemplated (Key, 1999; Voss, 
Voss & Moorman, 2005; Rowley, 1997). Moreover, the theory also insufficiently 
adresses the relationships between different stakeholders (Voss et al., 2005; Rowley, 
1997). Further, the theory needs to consider the multitude of intra-stakeholders 
relationships to arrive at a holistic description of the interconnected stakeholder context. 
 

Fourth, according to stakeholder theory managers receive multiple fiduciary 
responsibilities generating what is refered to as the stakeholder paradox (Palmer, 2015; 
Goodpaster, 1991). Managers have to perceive themselves in a dual role, 
simultaneously as trusted servants of the corporation and its shareholders as well as 
members of a wider community responsible for many other stakeholder groups 
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(Goodpaster, 1991). However, Freeman (1994) claims that the paradox is the result of 
the separation of business and ethics and that managers should perceive themselves 
holistically as serving both of the aforementioned roles. 
 

Finally, stakeholder theory is limited by the presence of multiple distortions which 
dissipate the substance of the concept (Philips et al., 2005). A cluster of notable 
distortions claim that stakeholder theory is concerned with the distribution of outputs 
(Marcoux, 2003) requiring changes in the law or with the reorganization of the economy, 
thus linking it to socialism (Hendry, 2002). However, supporters of stakeholder theory 
claim that the aforementioned perspectives represent misinterpretations of the 
stakeholder approach rather than relevant limitations (Philips et al., 2005; Parmar et al., 
2010). 
 

The Case Of Virgin Atlantic 

The case of Virgin Atlantic depicts how the incorrect assessment of stakeholder 
salience may result in crisis mismanagement as well as financial and reputational loss. 
Historically, Virgin Atlantic Airways (2019) employed a broad view on stakeholders and 
exhibited attentiveness to their needs. However, in the current socio-economic crises 
the company switched their approach to a narrow one focusing on shareholders: this 
appears to indicate a misinterpretation of stakeholder relationships, a misalignment with 
societal needs and a lack of preparedness for the crises. The aforementioned 
discrepancy makes the case study of Virgin Atlantic particularly relevant for a discourse 
on stakeholder theory and on the ethical rationale of organizations in a world-wide 
crisis.  
 

The Crisis  

In the context of the 2020 coronavirus pandemic, countries limited travel which affected 
airlines in a most notable way (Mazareanu, 2020). The company experienced two 
distinct crises, namely: recovering from the imminent economic turndown catalyzed by 
the pandemic and the subsequent reputation crises, catalyzed by Virgin Atlantic’s 
responses to the economic crises. The unfolding of the crises and Virgin Atlantic’s 
responses are illustrated in Figure 1 and Figure 2.  
 
 
Considering the limited air travel opportunities, Virgin Atlantic filed for bankruptcy, 
reduced its fleet size, retired many of its wide-body airplanes and made 3,000 staff 
members redundant (Powley, 2020). The airline founder, Sir Richard Branson, 
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requested a £3 million bailout from the UK government in order to aid in the navigation 
of the pandemic and recover from the economic difficulties (Neate, 2020a). 
 
 

FIGURE 1 
Financial Crises 

 

 
 

Source: Ochis, 2021 

 

 

UK government officials insisted that US air travel company Delta which owned 49% of 
the airline and subsequently Branson who retained 51% of the airline should accept a 
loss and dilute their shareholding (Neate, 2020a). Numerous government officials held 
that moguls should support the paid leave of their employees from their personal wealth 
(Neate, 2020a).  
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FIGURE 2 
Reputational Crises 

 

 
 

Source: Ochis, 2021 

 

The universal sentiment in the media landscape at the time of the bailout request was 
against bailouts for millionaires, especially for those who benefitted from tax breaks 
(Holpuch, 2020; BBC News, 2020). A recurrent anti-bailout argument that sparked 
ample media controversy was that Branson is located in the tax-free British Virgin 
Islands and therefore is exempt from paying personal wealth tax. For instance, High 
Pay Centre activist against executive excess Luke Hildyard, claimed the following: 
 

“At a time when the government is struggling to fund the NHS and 
support low- and middle-income earners hit by the economic 
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shutdown, it would be unthinkable to commit hundreds of millions of 
pounds to an effective bailout for billionaire Richard Branson” (Neate, 
2020a, para. 28). 

 

Even though Branson made a £2 million pledge for employees he was accused by both 
government officials and activist of not offering enough in relation to his total wealth 
evaluated at £4.2 billion pounds (Neate, 2020b). 
 

To the bailout request, the UK Department of Transport stated that the government was 
willing to consider it as a final resort (BBC News, 2020). This government position 
resulted in Virgin Atlantic’s collaboration with private investors. According to Shai Weiss, 
the CEO of Virgin Atlantic, a rescue package of  £1.2 billion is being secured from 
private investors (Powley, 2020). The rescue package includes £200 million from 
Branson’s Virgin Group and £170 million of debt funding from the US hedge fund 
Davidson Kempner Capital Management. It includes over £800 million pounds of fee 
deferrals from shareholders and postponed payments for creditors (Powley, 2020). 
 

Mapping Of Stakeholders 

Crane (2009) recommends the conceptualization of a stakeholder map accompanied by 
a chart of specific stakeholders in order to reach a rational description of the firm. 
Freeman’s (1984) stakeholder model represents a more realistic view of multilateral 
relationships that exist between a wide range of players, as exhibited in Figure 3 and 
elaborated in Figure 4. The process of designing a stakeholder map requires a historical 
analysis of the firm and its milieu (Crane, 2009). First, the success of Virgin Atlantic is 
attributed primarily to the oversized personality of its founder, entrepreneur Richard 
Branson (Virgin Atlantic Airways, 2019). Second, Virgin Atlantic had first mover 
advantage in several instances such as opening flights to exotic destinations and 
offering exclusive benefits to clients. Third, its success was contingent on its good 
media relations and Public Relations (PR) stunts. Fourth, competitors started mimicking 
the business model of Virgin Atlantic and facilitated universal offerings. Fifth, the client 
base shifted towards a business-oriented one and the reputation of Virgin Atlantic 
became less eccentric and more professional. The development of Virgin Atlantic is 
marked by several relationships highlighted in the stakeholder map in Figure 3. 
 

The stakeholder map exhibited in Figure 3 depicts a static nonspecific view of Virgin 
Atlantic’s primary, secondary and tertiary stakeholders prior to the crises. The category 
of primary stakeholders includes shareholders, customers, creditors, suppliers, 
employees and the board. The secondary group includes partners, the media, Air travel 
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regulators, competitors, local councils, the government and civil society. Tertiary groups 
include stakeholders such as the environment, future generations, non-human species, 
judiciary courts and political groups.  
 

FIGURE 3 
Stakeholder Map 

 

 
Source: Adapted from Benn & Bolton, 2011, p. 199 

 

 
The stakeholder map of Virgin Atlantic does not denote stakeholder mismanagement 
throughout time. Virgin Atlantic Airways (2019) prided itself for being conscientious of all 
stakeholder groups and emphasized concepts such as sustainability, change and 
progress by pledging to reduce carbon-emissions and to adopt environmentally-friendly 
initiatives. 
 

For instance, suppliers of Virgin Atlantic, MNH and REN Clean Skincare offer 
environmentally friendly products showing a degree of consideration towards tertiary 
stakeholders such as the environment. Virgin Atlantic Airways (2019) highlight a focus 
on employee engagement, diversity, inclusion, next generations and the customers’ 
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wellbeing. Dentchev and Heene (2004) and Morgan and Hunt (1994) recommend 
organizations to continually engage in the open communication of their innitiatives. The 
efforts of Virgin Atlantic are presented in the media and aggregated in the annual 
sustainability report, highlighting non-profit partnerships, staff volunteer time and the 
local community causes they support. It can be summarized that Virgin Atlantic have a 
well-stated stakeholder approach.  
 

FIGURE 4 
Extended Stakeholder Map 

 

 
Source: Adapted from Crane, 2009, p. 144 

 

Company Response To Crisis 

Virgin Atlantic struggled to harmonize shareholder demands with the concerns of other 
stakeholders, which include civil society and the media. An organization’s behavior in 
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crises towards stakeholders may range from denial, forced compliance, voluntary 
compliance, to the anticipation of responsibility and becoming proactive in leading the 
industry (Shrivastava & Siomkos, 1989; Clarkson, 1995; McAdam, 1973; Carroll, 1979; 
Jawahar & McLaughlin, 2001). Virgin Atlantic and Branson’s responses to the reputation 
crises included all of the aforementioned stages, except being proactive. Initially, 
Branson denied any responsibility for not paying personal tax. Thereafter, through the 
defensive approach, he explained that Virgin Atlantic paid all taxes and that his personal 
wealth and location are irrelevant to the argument. Ultimately, he infused £2 billion 
pounds of his personal wealth through an accommodating approach and proposed his 
island as collateral for the bailout request.  
 

Crises have an attribute of urgency that increase the salience of several stakeholders 
and change stakeholder relationships (Frooman, 1999). The reputation crises at Virgin 
Atlantic can be attributed to a misinterpretation of the dynamic nature of stakeholder 
relationships and stakeholder salience. Accordingly, dormant stakeholders may become 
dangerous, discretionary stakeholders become dependent and dominant stakeholders 
become definite (Alpasian, Mitroff & Green, 2009). For example, dormant stakeholders, 
such as the media or the government, became dangerous through an increase in 
power. The media and the government had to prioritize civil society, hence became 
hostile towards Virgin Atlantic. In turn, civil society, a discretionary stakeholder, 
increased its salience, became dependent and undertook a victimized role. The media 
and government responded to the victimized role of civil society. Virgin Atlantic Airways 
did not respond to the victimized role of civil society, showing a lack of congruence with 
the media and the government. 
 

Virgin Atlantic’s response to the economic crises had two stages. Initially, Virgin Atlantic 
denied all responsibility to secondary and tertiary stakeholders and asked for a 
government bailout through a reactive approach. In a narrower view, primary 
stakeholders, especially shareholders, should be protected because of their voluntary 
risk (Clarkson, 1995; Kaler, 2002). Through Virgin Atlantic’s initial response only primary 
stakeholders and particulary shareholders were adressed.  
 

Through Virgin Atlantic’s final response that of securing capital from private investors 
shareholders are not prioritized. Yet, the response does not directly address key 
secondary and tertiary stakeholders, such as civil society or the next generations. Virgin 
Atlantic eschewed the stages of stakeholders codetermination which resulted in 
misalignment between social expectations and company actions. Overall, a more 
proactive response would have been to prioritize civil society though various initiatives.  
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Ethical Rationale Of Virgin Atlantic 

First, ethical rationale should be discussed in terms of management morality which can 
be moral, immoral or amoral (Carroll, 1999). Immoral management is devoid of ethical 
principles and actively against what is ethical. Amoral management, which can be either 
intentional or unintentional, is neutral on ethical stances. The former are unaware of the 
ethical implications of their decisions while the latter believe ethics should remain in the 
private sphere. Alternatively, moral management aligns to the highest standards of 
ethical behavior (Carroll, 1999). In addition, ethical responsibilities are moral obligations 
which include the duty to prevent and rectify harm or social injuries (Branco & 
Rodrigues, 2007). Altruistic responsibilities entail going beyond ethical ones to address 
social problems (Lantos, 2001). From a descriptive ethics perspective, the management 
of Virgin Atlantic was not moral because its response to the crises engaged in neither of 
the aforementioned perspectives.  
 

In a worst-case scenario, the rationale of Branson and Virgin Atlantic appears immoral. 
Accordingly, Branson relocated to Neckar Island to potentially avoid personal tax (BBC 
News, 2020). In addition, to ask for a bailout from the government while facing 
interpretations of tax avoidance appeared to further the company’s apparent immoral 
stance. In an average case scenario, Branson not paying personal tax could be 
perceived as intentional amoral behavior. Branson claimed that his private wealth 
management is not related to wealth management of the companies, denoting a clear 
stance on the distinction between public and private affairs (BBC News, 2020). 
 

In the best-case scenario, Virgin Atlantic exhibited an unintentional amoral rationale 
when requesting the bailout. It is equally probable that management was not sensitive 
to the intra-stakeholder relationships nor to the need to prioritize civil society, and 
therefore did not fully comprehend the ramifications of their request. Their lack of 
preparedness in the preparation stage to engage with stakeholders and to codetermine 
may be perceived as a uncharacteristic omission especially since it is an exception to 
their usual broad view on stakeholders.  
 

Second, ethical management includes the discourse on ethical decision-making 
(Goodpaster, 1991), congruence (Williams, 1993) and professionalism (Kennedy, 
2002). According to Kennedy (2002), a professional is committed to the service of 
others, employs a high standard of conduct and exercises reasonable judgement in 
conditions of uncertainty. Branson has been perceived as a national hero thoughout his 
professional career (The Telegraph, 2007). Society expects its heros such as Branson 
to exercise prudence and practical wisdom. Asking for funds from the government which 
arguably should have been allocated elsewhere was perceived as an infringement upon 
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ethical decision-making in the court of public opinion. The dichotomy between societal 
expectations and Branson’s behavior, lacked congruence, catalyzed dysfunction, 
harnessed the reputation crises and diminished Branson’s stance as a professional. 
 

Third, from an instrumentalist perspective, which is amoral in nature, stakeholders are 
perceived as a means to an end. In instrumentalist management cultures, attention is 
offered to moderately salient stakeholders because of the perceived long-term benefits 
associated with moral behavior and the negative perceptions of treating stakeholders 
poorly (Jones et al., 2007). The habitual attentiveness of Virgin Atlantic towards a range 
of stakeholder which contrasts their response to the crises may be indicative of an 
instrumentalist culture. Also, according to Jones et al. (2007), instrumentalist cultures 
harness favorable relationships with other powerful groups such as the media in order 
to maintain trustworthiness which may have been the case for Virgin Atlantic. 
 

Synthesis  

Traditional business frameworks, focused on shareholders, failed to provide managers 
with strategic directions in the midst of overall change (Freeman, 1984). Stakeholder 
theory which combines management and ethics emerged as a model for managing 
relationships with a variety of stakeholder groups (Phillips et al., 2005). The emergence 
of Freeman’s (1984) stakeholder model led organizations to consider the interests of a 
broad range of stakeholders for the long-term sustainability of the organization. It is 
argued that stakeholder theory should be perceived as a genre of management theory, 
a framework from which a number of uses can be derived (Parmar et al., 2010). 
Considering stakeholder theory as a management genre, leads organizations to a 
holistic understanding of their descriptive and prescriptive positioning within a broader 
context. 
 

Furthermore, stakeholder theory aims to equip practitioners with tools to create value 
and avoid moral failures (Post et al., 2002; Sisodia et al., 2007). A relevant case that 
attests the importance of the multilateral view on stakeholders is the 2020 pandemic-
induced economic and reputation crises of Virgin Atlantic. Government officials, civil 
society and the media condemned Virgin Atlantic and its founder, Richard Branson, for 
the bailout request form the UK government. It is argued that in its initial response Virgin 
Atlantic failed to engage in codetermination with social factors of key stakeholders and 
therefore failed to recognize the increase in salience of civil society. The dysfunction 
was exacerbated by Virgin Atlantic’s attempt to prioritize shareholders seemingly 
contrasting with its typical broad view on stakeholder relationships. Virgin Atlantic 
diluted their shareholding only in the phase of forced compliance. The ethical rationale 
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of Virgin Atlantic was unintentionally amoral according to the best-case scenario, 
intentionally amoral according to the average-case scenario and immoral according to 
the worst-case scenario. A better comprehension of stakeholder relationships could 
have fashioned a more proactive preparation and response to the crises. 
 

Recommendations 

The following recommendations and reminders are provided as learning points when 
facing similar circumstances: 
 

1. In the crises preparation phase companies are reminded to be proactive and 
interact with stakeholders and victims prior to preparing a response to the crisis 
(Pearson & Clair, 1998; Shrivastava, 1993); 

2. Companies ought to engage in codetermination of key stakeholders together with 
civil society to avoid misalignment between social expectations and company 
actions (Neville et al., 2011); 

3. Organizations should consider that the urgency of crises may increase the 
salience of several stakeholders and may change stakeholder relationships 
(Frooman, 1999). Thus, organizations would benefit from acting in congruence 
with the renewed stakeholder dynamics.  

 
 
 

 
 

 

 

 

 

 

 

Academic Pedagogy Usage 
 
The example case of Virgin Atlantic is used as a tool for discussion and learning. 
Points of discussion in no means subscribes fault for any actions taken or not taken 
by the Virgin Atlantic, Mr. Branson or any of its employees in response to the crisis 
situation illustrated. 
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