Price Inflation as a System of Mutual Causality. (Discussion on next OHD.)

When we understand the problem of price inflation as a system of mutual
causality defined by many interacting forces, we are encouraged to think in
loops rather than in lines. No single factor is the cause of the problem. Price
inflation is enfolded in the nature of the relations that define the total system.
Many of the links represented in this diagram are deviation-amplifying (heavy
lines); negative-feedback relations (dotted lines) are more sparse. Positive
feedback thus gains the upper hand. The system can be stabilized by
strengthening existing negative-feedback loops and by creating others. Many
government policies implicitly attempt to have this effect. For example, wage
and price controls introduce negative-feedback loops that attempt to moderate
the wage-price spiral. Government or media criticism of trade unions as
unreasonable, greedy "villains" attempts to weaken the positive-feedback loop
between public support and union power, in the hope that it will moderate the
power of trade unions to negotiate higher wages.
In understanding this kind of mutual causality, we recognize that it is not
possible to exert unilateral control over any set of variables. Interventions are
likely to reverberate throughout the whole. It is thus necessary to adjust
interventions to achieve the kind of system transformation that one desires.

When we analyze situations as loops rather than lines we invariably arrive at a
much richer picture of the system under consideration. There are many levels at
which a system can be analyzed, and the choice of perspective will very much
depend on the nature of the problem with which one is dealing. As noted
earlier, systems always contain wholes within wholes, and one often finds that
the problem with which one starts quickly becomes part of a larger problem
requiring a broader focus. It is thus often necessary to supplement analysis
conducted at one level (e.g of socioeconomic trends at a macro level) with a
richer picture of the dynamics of a set of relations that seem particularly
important (e.g., organizational and interorganizational relations among a
specific set of institutions). This broadening or deepening of analysis adds to
the complexity of the overall picture, but often brings benefits in that it may
identify new ways of solving the problems of specific concern. For when the
problem is reframed, new opportunities often come into view.
In conducting this kind of analysis it may not always be possible to map the
loops defining a system with the degree of certainty and completeness that one
might desire. In complex systems the degree of differentiation is high, and there
are usually numerous intervening processes shaping any given set of actions.

