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(C] parameter space
0* € © the unobservable true state of the world

s¢ = (sf,...,s?) random signals observed by the agents
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Agents need to make rational deductions about everybody's beliefs based
on only observing neighbors’ beliefs:

‘ Computationally hard! ‘
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The Problem with Bayesian Learning

1. Incomplete network information

2. Incomplete information about other agents’ signal structures
3. Higher order beliefs matter
4

. The source of each piece of information is not immediately clear

’ Intractable and not local. ‘
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Need a local and computationally tractable update, which hopefully
delivers asymptotic social learning.

Agent i is
> Bayesian when it comes to her observation

» non-Bayesian when incorporating others information
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N={1,2,...,n} individuals in the society

G=WN,¢) social network

© finite parameter space

0* €O the unobservable true state of the world
sp=(sf,...,5%) st is the signal observed by agent i at time ¢

S =051 x5 x---x8, signal space
((s|0) global signal structure

0:(s'0) agent i's signal structure
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Model

it (6) time ¢ beliefs of agent 4
(a probability measure on ©)

i 0(6) agent i's prior belief

P* = ®%°,£(-|0*) the true probability measure

Agent i's time t forecasts of the next observation:

mio(shyy) = /@ 0i(5t0116)dps o (6)
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What Do We Mean by Learning?

Definition
The Forecasts of agent i are eventually correct on a path {s;}{2; if,
along that path,

mi’t(-) — &(w*) as t — oo.
Definition
Agent i asymptotically learns the true parameter 6* on a path {s;}$2; if,

along that path,
wit(0*) =1 as t— oo.

» Asymptotic learning, in this setup, is stronger.



Model: Belief Update

pig41(0) = aii BU (i g siy1)(0) + Y aijpuje(6)
JEN;

where )
b(514110)
mi,t(5§+1)

ai; 20 , Y a;=1

JEN;

BU (5.5 5i+1)(9) = p13,+(0)

» Individuals rationally update their beliefs after observing the signal

» exhibit a bias towards the average belief in the neighborhood
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(st ,]0)
pit+1(0) = aimz‘,tw o Z aijhige(
my; t(5t+1 i)

» Does not require knowledge about the network.
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Model: Belief Update

10

st 110)
pit+1(0) = aimz’,t(G) (5119) Z aijfii( Vo € ©
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Does not require knowledge about the network.

Does not require deduction about the beliefs of others.

Does not require knowledge about other agents’ signal structures.
The update is local and tractable.

If signals are uninformative, reduces to the model of DeGroot(1974).

Reduces to the benchmark Bayesian case if agents assign weight
zero to the beliefs of their neighbors.



First Result: Correct Forecasts

s 0)
Wir+1(0) = Qiiﬂi,t(o)w + Zazyug +(9) Vo € ©
mi(si41) ity

Proposition
Suppose that

(i) social network is strongly connected,
(i) all agents have strictly positive self-confidence,
(iii) there exists an agent with strictly positive prior belief on 6*.

Then, all agents eventually forecast their private observations accurately
with P*-probability one.
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Why Strong Connectivity?

What if the network has a directed spanning tree but is not strongly
connected?

{01,602}, {03}
» N ={B,N}
> ©={61,0,,05}
> 0% =6

{01}, {02}, {03}
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Why Strong Connectivity?

What if the network has a directed spanning tree but is not strongly

connected?
{01,602}, {03}
» N ={B,N}
> ©={01,62,63} {013,102}, 103}
> 9* = 92

(N (574116)

—N+(1—)\)ﬂ37t(9) Vo € ©
mN,t(St-i-l)

pn+1(0) = Aun ()

N is mislead by listening to the less informed agent B.
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Convergence of Beliefs & Agreement

Proposition
Under the assumptions of previous proposition, the beliefs of all agents
converge with P*-probability one.

Corollary

Under the assumptions of the proposition, all agents have asymptotically
equal beliefs P*-almost surely.
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Proposition
Under the assumptions of previous proposition, the beliefs of all agents
converge with P*-probability one.

Corollary

Under the assumptions of the proposition, all agents have asymptotically
equal beliefs P*-almost surely.

Consensus!



Social Learning: Information Aggregation

Theorem

Suppose that

(i)
(ii

social network is strongly connected,

all agents have strictly positive self-confidence,

there exists an agent with strictly positive prior on 6*.

for any agent i 'Ehere exists a signgl seS; ;uch that Azii((géi]loi))
VO ¢ O, where O, = {0 € © : [;(s"|0) = 1;(s"|0*), Vs' € 5"}

<1

there is no state 6 # 0* that is observationally equivalent to 6*
from the point of view of all agents in the network, i.e.,
0,N...NnO, ={0*}

Then, all agents in the social network learn the true state of the world
P* almost surely; that is, p;(60%) — 1 with P* probability 1 Vi € N
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Information Aggregation: An Example

15

© = {0%,61,0,...,0:}

Si = {H’T}

A ife=6
ti(H|0) =

—=—  otherwise



Information Aggregation: An Example

15

© = {0%,61,0,...,0:}

S, ={H,T}

L =0,
Li(H[0) =

ﬁ otherwise

[ Agents learn as if they had access to all information and updated their beliefs rationally. ]




Summary and Potential Future Directions

A non-Bayesian social learning model:
» Local and tractable
» No information about network topology or signal structures required

» Can handle repeated interactions and information flow over time
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Summary and Potential Future Directions

A non-Bayesian social learning model:
» Local and tractable
» No information about network topology or signal structures required

» Can handle repeated interactions and information flow over time

Remaining questions:
» The effect of network topology on the learning

» What if actions are observable, and not beliefs?
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