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Reigniting the 
Space Race
Can Space Tourism revitalize the culture of 
excitement and innovation that was once 
synonymous with space exploration?

By Owen Ou and Gareth Coombes 

Over the past few decades, the space industry has suffered a 
loss in faith and support from the general public. To most, the 

excitement of a time when humans first set foot on the moon has 
come and gone, and all that remains is a numbed sense of wonder. 
What happened?

The space industry followed a path that few saw coming, but 
was destined from the start. Satisfied that humankind could, in 
fact, conquer the final frontier, the American public sat back and 
waited for the space industry to take off. Unfortunately, taxpayers 
gradually set their sights on matters back on Earth, and NASA 
shifted its budget to matters away from the public sphere. Over the 
next 40 years of frequent launch complications and high costs, the 
majority of the public became relatively apathetic.

NASA’s Retirement

On July 23, 2011, NASA grounded its space shuttles for good, thus 
ending America’s ability to send humans into space. Declaring 

that the expenses were too 
high and the shuttles too old, 
NASA chose to outsource 
its astronauts to the Russian 
space program. In the decades 
prior, NASA had held a 
virtual monopoly in the 
space industry. Inefficiencies 
were rampant due to a 
bloated budget, a complex 
bureaucratic system, and the 
majority of contractual work 
being solely in the hands of 
Boeing and Lockheed Martin.

Where there was once a 
monopolistic NASA governed 
by voter interest, there is now 
an influx of smaller companies 
with large ambitions aiming 
to drive profits, dominate 
market share, and outperform 
competitors. In other words, this may just be the ideal scenario for 
the resurrection of a forgotten industry.

A key driver of the space market is Sir Richard Branson’s Virgin 
Galactic, a company committed to sending its first customers into 
space by January 2013. These “Virgin astronauts” are early adopters 
of a new and developing segment of the space industry called 
Space Tourism. For the price of $200,000, 455 individuals from over 
40 countries have prepaid to rocket 108 kilometres above the earth 
and weightlessly view the globe as only an elite few have done 
before. As a show of confidence, Branson’s entire family, including 
his 90-year old mother, will be the first to launch. Compared to the 
$25 million tourists paid prior to 2010, this $200,000 price tag is a 
bargain.

The space industry 
followed a path 
that few saw 
coming, but was 
destined from the 
start. Satisfied that 
humankind could, 
in fact, conquer the 
final frontier, the 
American public sat 
back and waited for 
the space industry to 
take off.
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Dejá Vu

The deregulation of the commercial airline industry in the 1980s 
is analogous to NASA’s recent withdrawal. In 1978, the U.S. 
signed the Airline Deregulation Act, which phased out the Civil 
Aeronautics Board’s power of 
regulation, eventually exposing the 
industry to competitive market forces.

This act signaled the end of a 
governmental monopoly – as 
regulation softened on routes and 
fares, new airlines were able to enter 
the industry. This can be directly 
compared to NASA’s new role as a 
facilitator of human spaceflight, rather 
than dictator. It now divests power to 
private firms by offering government 
grants that stimulate competition, 
innovation and market entry.

The effects of airline deregulation were 
astonishing. A 1996 report created by 
the Government Accountability Office 
revealed that the average fare paid per 
passenger in 1994 was 30% lower in 
inflation adjusted terms than 1979. This 
was due to an influx of competition 
within the industry, and an explosion in demand as deregulated 
airlines reduced prices to a more affordable level. Airlines did not 
provide significantly greater benefits for transportation of cargo or 

collection of resources so they were forced to monetize travel. If the 
airline industry is any indication, NASA’s deregulation of human 
controlled flight could signal similar exciting results for the space 
tourism industry.

Space Tourism – The Lone Saviour?

Transport for research was the first 
activity undertaken by mankind 
in space and has continued to be a 
major driver for academia. NASA’s 
government-funded research and 
development has produced countless 
inventions and processes over the past 
50 years, ranging from microchips to 
nano-ceramic hair straighteners. 

Curiosity will continue to fuel 
missions beyond Earth’s atmosphere. 
However, without NASA’s space 
shuttles, patent-hungry corporations 
and large institutions will need new 
providers to transport researchers 
to and from the International Space 
Station. Consequently, this portion of 
the space industry will continue to be 
pursued out of the public’s eye.

The same logic applies to the $102 billion commercial satellite 
launch market. Charged with the responsibility of “ferrying” 
multi-million dollar payloads into orbit to provide countless 

The Airline Deregulation Act 
signaled the end of a governmental 
monopoly – as regulation softened 
on routes and fares, new airlines 
were able to enter the industry. This 
can be directly compared to NASA’s 
new role as a facilitator of human 
spaceflight, rather than dictator. It 
now divests power to private firms 
by offering government grants that 
stimulate competition, innovation 
and market entry.
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modern essential services not limited to telecommunications and 
national security, reliable launchers will be in great demand for 
the foreseeable future. Indeed, the U.S government recently took 
its first steps in announcing opportunities for commercial space 
companies to launch its national security satellites into space. 

Despite obvious demand by capital-intensive institutions, neither 
research nor payload launching activities will ignite the potential 
inherent within the space industry for three key reasons. First, 
the satellite industry provides little incentive to send humans 
into space, as the entire process can 
be controlled from Earth. Second, 
the benefits that satellites provide 
are enjoyed on Earth, not in space. 
People appreciate the mobility and 
triangulation that satellites provide 
for smartphones but this does not 
draw public attention to the space 
industry. Third, both transport for 
research and satellites propagate the 
same ideas fostered by NASA: that 
space is reserved for elite astronauts 
and remains unattainable to the 
general public. For the space industry 
to expand, public involvement is 
absolutely necessary. Space tourism is 
the ideal catalyst.

Experience Driven Innovation

Of the three segments discussed, only tourism offers the value-
added experience of sending everyday people into space. Unlike 
the research and satellite transport sectors, both of which compete 
on propositions of price and reliability, tourism competes on 
providing a once in a lifetime experience worthy of its ticket price. 
Similarly, transport ships follow a different development cycle 
than cruise ships. The former, a need-driven market, is typically 
relatively stagnant in regards to innovation; whereas the latter, 
an aspiration-driven market, requires innovation to ensure a 
continuous flow of demand. Need-driven markets by definition 
operate only to match unwavering demand. As a result, businesses 
of this sort can be sustained by doing the same thing repeatedly, 
with only competition to keep operations in check. On the other 
hand, businesses that compete on providing the most unique 
experience have a higher propensity to carve out an entire industry 
through innovation. As more everday people are seen enjoying 
these experiences, the more obtainable space tourism will seem to 
all consumers. The lines will only get longer. 

Commercial satellite launch and deployment is a maturing market. 
As shown through product innovation life-cycles, marginal 
improvements such as price, quality and efficiency will develop 
through economies of scale, but such advancements gradually taper 
off. There is little room for radical innovation in this “mature, need-
based” market simply because the value proposition addresses only 
the necessity of transportation. However, the maturing of one cycle 
can lead to the disruptive birth of another - space tourism. This 
nascent segment will be poised to rekindle the innovation cycle, 

offering a service that competes on experience and thus driving a 
self-perpetuating cycle that continuously demands innovation in 
order to stimulate demand.

Future Expectations

The space industry will be forever changed once the first tourists 
return safely to earth. The opportunity to experience space as a 
travel destination will once again seem attainable. Demand for 
sub-orbital flights will increase with the onset of media activity 

and word of mouth drawing a wider 
consumer base. With early responders 
continuing to sustain the market, 
companies like Virgin Galactic plan to 
increase fleet size and flight frequency. 

Additionally, developments in space 
flight will have the potential to 
cannibalize services currently offered 
by traditional airliners. Spaceflight 
is inherently faster than air travel 
and could one day serve as a real 
substitute, if prices come down to 
more reasonable levels. This could 
lead to opportunities for acquisitions 
or changes in organizational strategy, 
which would bring larger players 
into the industry. Various forms of 
innovation, unpredictable to us, now 
will carry the industry towards a 

tipping point as companies compete to find new ways to enhance 
the experience. If permanent real estate is ever established in space, 
such as a hotel or commercial space hub, an explosion of exciting 
offerings will follow and space will become the next “must-visit” 
destination for the masses.

Signals of a space revolution are undeniable. The list of private 
companies racing to deliver the best experience of human 
space travel has exploded in the last decade. Tourism, though 
often criticized as an elitist’s thrill ride, holds the most promise 
for reducing prices and spurring the awareness and further 
development of the space industry. As the only experience-driven 
segment in the space industry, pressures to develop new offerings 
will drive key innovations and benefit related markets. 

Comparisons with the airline industry have demonstrated 
the opportunities prevalent in an open-market industry when 
government deregulation occurs. As with the beginnings of 
all ventures, failures are unavoidable but the rewards are 
unimaginable. Many people are still apathetic towards space, but 
tourism may be the spark that ignites the long-awaited space age. 

Imagine rocketing into Earth’s orbit. Sensations heighten as the 
spacecraft surges through the atmosphere at three times the speed 
of sound; all familiar surroundings disappear to be replaced by 
an unfathomably small globe, and, for the first time in your life, 
complete and utter weightlessness.

Tourism, though often criticized as 
an elitist’s thrill ride, holds the most 
promise for reducing prices and 
spurring the awareness and further 
development of the space industry. 
As the only experience-driven 
segment in the space industry, 
pressures to develop new offerings 
will drive key innovations and 
benefit related markets.
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