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the 787s development has intensified boeing competition in the midsize aircraft sector. the 380 will likely trigger virtuous cycles in the
airline industry that should strengthen airbuss position. and if the 380 succeeds, it may trigger virtuous cycles in the aerospace industry

that could make airbus or boeing the prime contractor for developing commercial aircraft. daniels book is intended to be a modern-day bible
for aspiring business leaders and is intended to serve as a tool for assessing the virtues of business models. using the story of airbuss and
boeing, the book shows how the dynamics of virtuous cycles can be used to design competitive advantage, and how there can be few, if
any, exceptions to the theory that a business model can be designed to trigger virtuous cycles. it makes sense to call the dynamics of

virtuous cycles a business model because the underlying theory is the same. vastly different industries are being affected by virtuous cycles
in similar ways, and vice versa. so, business models are analogous to virtuous cycles in that they both create value. the differences between

the two concepts are that the dynamics of virtuous cycles are relatively easy to analyze, whereas business models are hard to define and
cannot be analyzed by simply observing a business process. in addition, businesses rely on business models to shape their strategies, while

they only use virtuous cycles to create and capture value. however, as the pace of technological and economic change increases, the
strategy of businesses is becoming more similar to the dynamics of virtuous cycles. but the theory of virtuous cycles is a theory about what
we observe when we look at how business processes actually occur. it is a theory about the cause and effect relationships that create and

capture value in an industry.
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some companies get ahead by using the rigid consequences of their choices to weaken new entrants
virtuous cycles. whether a new technology disrupts an industry or not depends not only on the

intrinsic benefits of that technology but also on interactions with other players. consider, for
instance, the battle between microsoft and linux, which feeds its virtuous cycle by being free of

charge and allowing users to contribute code improvements. unlike airbus, microsoft has focused on
weakening its competitors virtuous cycle. it uses its relationship with oems to have windows

preinstalled on pcs and laptops so that it can prevent linux from growing its customer base. it
discourages people from taking advantage of linuxs free operating system and applications by

spreading fear, uncertainty, and doubt about the products. for instance, alcoa could make enhanced
aluminum alloys that benefit from virtuous cycles. alcoas aluminium-copper-titanium-zinc-

manganese alloys (aczm) in some cases outcompete the same alloys made by japaneses and
european companies because of its superior price performance. thus, alcoas cycle leads to a virtuous

one. this article does not only refer to business cycles in the manufacturing sector. the same
dynamics exist in many other industries, including health care, digital content, and insurance. the
real key to understanding virtuous cycles is to recognize that value creation can be triggered by a
single firm, when it develops and deploys a new technology or a new business model. thats why

companies should think hard about how to make their key assets more valuable and more flexible. in
particular, they should strive to optimize the benefits of virtuous cycles by adding new value, and

they should carefully consider the potential side effects of virtuous cycles. the key to using virtuous
cycles to achieve strategic goals is to use them as a way of enhancing competitive advantages.

smart companies design their business models to trigger virtuous cycles that, over time, will yield
increased value creation and capture. 5ec8ef588b
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