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ABSTRACT

Given a collection of stochastic systems (or arms), we focus on the problem of identifying the best system
with the highest expected payoff by learning the unknown statistical characteristics of system payoffs via
sequential sampling. The distributions of the system payoffs are governed by a linear model consisting of
high-dimensional system features that are fixed and known, as well as unknown parameters that are common
across all systems. However, due to the high dimensionality, the ordinary least-squares estimator for the
unknown parameters exhibits a large variance, leading to significant errors in identifying the best system.
Based on the theory of large deviations, we show that this performance degradation can be effectively
addressed by using the LASSO estimator with a judiciously chosen regularization parameter. Furthermore,
we provide a practical guideline for selecting the regularization parameter and design a dynamic sampling
policy that improves the performance in identifying the best system.

1 INTRODUCTION

We explore a best-arm identification problem, where a decision maker aims to identify the best among
several competing systems (or arms), where the “best” is defined as the one with the highest expected
payoff. It is assumed that the statistical characteristics of random payoffs generated from the systems
are a priori unknown but can be learned through sample observations. This is an example of an ordinal
optimization problem, where it is common to sequentially allocate samples across the systems in a way
that maximizes the likelihood of correctly identifying the best system (Ho et al. 2008).

A conventional approach to address the above problem is to estimate the sample mean (or its variants) of
each system’s payoff and allocate samples based on these estimates. This nonparametric approach requires
allocating sufficient samples to all systems, and thus, can become inefficient when the sample size is limited
relative to the number of systems (Branke et al. 2007). In this paper, we alternatively focus on a parametric
setting where the underlying payoff distributions are characterized by a linear model composed of (1)
known system features, which provide detailed information about the systems, (2) unknown parameters
that are common across all systems, and (3) random noise associated with each sample. In particular, each
system’s expected payoff is represented as the product of its system features and the unknown parameters.
Accordingly, it is possible to learn the unknown parameters and, consequently, the expected payoffs even
when the sample allocation is not well-balanced across the systems.

However, a significant challenge arises in this parametric setting when the features are high-dimensional,
whichis frequently observed in recent practical applications. For example, in online marketplaces, the number
of products (e.g., fashion items) has grown significantly, leading to the use of principal features for item
descriptions, such as product category, brand, material, design, and price. Furthermore, sociodemographic
attributes of customers (e.g., income, gender, and education) are often incorporated as additional features.
Learning a parametric model with high-dimensional features can be prohibitively costly because samples
are often obtained through controlled experiments on customers.

A possible remedy is to perform variable selection and regularization, such as the LASSO (Tibshi-
rani 1996), to identify a sparse subset of features, which enhances the efficiency of estimation and the
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interpretability of the resulting model. Such methods penalize the non-zero coefficients of the unknown
parameters, thereby enforcing some coefficients to be zero. This reduces variance but introduces bias in
estimating the unknown parameters. While the reduction in variance is beneficial in decreasing the sample
size required to estimate the expected payoffs, the associated bias may increase the likelihood of selecting
a non-best system. Therefore, it is crucial to strike a balance between bias and variance in these regularized
regression methods for effective best-arm identification.

The main contribution of our work is three-fold. First, we characterize the large deviations rate function
associated with the LASSO estimator for a static sampling policy. (See Dembo and Zeitouni (2009) for
an introduction to large deviations theory.) When the sampling budget is sufficiently large, the problem of
identifying the optimal sample allocation, which aims to minimize the probability of selecting a non-best
system, reduces to the problem of finding the allocation that maximizes the rate function associated with
that probability. Second, we demonstrate that the performance can be significantly improved by using the
LASSO estimator instead of the ordinary least-squares estimator, provided that a suitable regularization
parameter is chosen. Furthermore, we provide a guideline for how to identify an efficient range of the
regularization parameter that leads to superior performance of the LASSO-based sampling policy. Third,
we propose a dynamic sampling policy by leveraging the structural properties of the LASSO-based rate
function as well as the aforementioned guideline.

In the best-arm identification literature, there has been considerable work in the situation where the
mean system performance is described by a linear function of features. For instance, Soare et al. (2014)
propose a static sampling algorithm and analyze the associated sample complexity, and Xu et al. (2018)
develop a dynamic sampling algorithm that can make a substantial improvement over static ones. In cases
with the generalized linear model, Ahn and Shin (2020) and Kazerouni and Wein (2021) propose dynamic
sampling policies in fixed-budget and fixed-confidence settings, respectively. More recently, Ahn et al.
(2024) extend the results of Ahn and Shin (2020) to the case when the system features are misspecified.
Despite the ever-growing importance of high-dimensional data in a wide range of applications, the literature
is scant on the implications of high-dimensional features in best-arm identification problems. Only a few
studies have investigated the issue of dimensionality in fixed-confidence settings (Camilleri et al. 2021;
Zhu et al. 2021). To the best of our knowledge, this work serves as the first attempt to tackle this issue in
a fixed-budget setting.

In the field of classical multi-armed bandit problems that aim to minimize cumulative regret, there exists
a vast literature on the linear bandit problem, where the mean of the underlying distribution is characterized
by a linear function of features; see, for example, Auer et al. (2002), Dani et al. (2008), Rusmevichientong
and Tsitsiklis (2010), Chu et al. (2011), and Abbasi-Yadkori et al. (2011). Within this category, a strand
of research has emerged that focuses on tackling the issue of dimensionality using LASSO. Several studies
by Abbasi-Yadkori et al. (2012), Carpentier and Munos (2012), Kim and Paik (2019), Bastani and Bayati
(2020), Oh et al. (2021), and Li et al. (2022) propose different algorithms based on different regret analyses
and assumptions. While our work shares a common theme with these studies, it is widely known that
cumulative-regret-minimizing algorithms are not well-suited for best-arm identification problems.

Furthermore, it is worth noting that our model is both related to and distinct from standard contextual
bandit models (Auer 2002; Abe et al. 2003). In contextual bandit models, context, or side information,
is given in each time step and the payoffs of the systems depend on this information. Our model can be
extended to include this contextual information (see Remark 1). However, our paper distinguishes itself
from this stream of literature by focusing on selecting the system that is universally the best across various
contexts, rather than identifying the best system specific to a particular context.

The remainder of the paper is organized as follows. In Section 2, we formulate the best-arm identification
problem based on linear models and LASSO regression. Section 3 discusses the impact of the regularization
parameter of the LASSO regression on the performance of identifying the best system. In Section 4, we
characterize the decay rate of the probability of false selection and gain geometric insights into the selection
of the regularization parameter. Building upon these findings, we introduce a heuristic approach for
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sequentially adjusting the regularization parameter and propose a dynamic sampling policy that improves
the performance of best-arm identification. Section 5 concludes the paper.

2 PROBLEM FORMULATION

This paper proposes a novel method for addressing the best-arm identification problem with high-dimensional
features. To provide clear and transparent analysis, we specifically focus on the case where the payoff of
each system can be represented as a linear combination of these features. The objective is to minimize
the probability of false selection by leveraging the theory of large deviations coupled with the LASSO
estimator. To that end, we first introduce model preliminaries and discuss parametric inference via the
LASSO estimator in Sections 2.1 and 2.2, respectively, and then formulate our main problem in Section 2.3.

Before delving into the details, let us briefly introduce the basic notations used in this paper. Let R"
be the n-dimensional Euclidean space. All vectors are column vectors. For any vector u € R”, u; and u'
denote its i-th component and its transpose, respectively, and we use ||ul[; and |[ul| to represent its ¢; and
¢, norms, respectively, i.e., ||ul|; ==Y |u;| and |Jul|2 :== /Y’ |u;|>. The ‘hat’ notation will be reserved
for sample-based estimates. For any condition A, I{A} is an indicator function that equals one if A is true
and zero otherwise. For any set I, its interior is denoted by I'°. For any square matrix M, its trace is
denoted by tr(M).

2.1 Model Preliminaries

A decision maker faces K stochastic systems (or arms), indexed by k = 1,...,K, where system k is
characterized by a deterministic feature vector x; € R? (with K < d) that is known to the decision maker.
In stage t = 1,2,..., the decision maker may take a payoff sample from system k, denoted by yi,. The
probability distribution of a sample y;; is determined by the linear model

Yir = X{ 60+ €y, (1)

where & is a random noise that is independent and identically distributed across all 7, with E[¢g] = 0. It
is assumed that &, and &, are independent for any ¢ # ' whether or not k = k’. The parameter 6) € ®
is assumed to be common across the systems and unknown to the decision maker, where ® is a compact
set in R?. Without loss of generality, we assume that system 1 has the highest mean, i.e.,

XIT 6y > X];r 6

for all k=2,...,K, and is referred to as the best system (or equivalently, the best arm).

Suppose that a fixed sampling budget T is given, indicating that a total of 7" independent samples
can be drawn from the K systems. A sampling policy 7 is defined as a sequence of random variables,
7= {m,m,...,r}, taking values in the index set {1,2,...,K}, where {m = k} means a sample from
system k is taken in stage ¢. Let .%; denote the o-field generated by the sampling decisions and samples
taken up to stage #, i.e., by {(7,yz, ) : s =1,...,1}, where .% is the nominal o-field associated with the
underlying probability space. The set of non-anticipating policies is denoted by II, where the sampling
decision in stage ¢ is determined based on all the sampling decisions and samples observed in previous
stages, i.e., {m =k} € .%_ forall k=1,...,K and t = 1,...,T. The number of samples drawn from
system k up to stage ¢ is defined as N, := Y!_I{m =k}, and the associated sampling ratio is given by
of, = N,ift /t.

2.2 LASSO Estimation

Consider a linear model described in (1). Given a sampling policy 7, a standard approach to estimating
the mean values of y;,...,yk, based on the sample observations up to stage ¢ is to estimate 6y via the
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method of least squares, i.e., by solving the following optimization problem

14
min .
s { ; Y5 }

Let 2; = (Xg,,Xmy,-- -, Xz, )| and & = (€x,.1,€mp2,- - - ,Sﬂ”t)T. If the feature dimension is sufficiently small
such that rank(2;) = d < K, this problem yields the unique solution 87 = 6y + (2, 2;)"' 2,74, and
the estimates for the mean values XITGO, e ,X}Qo of y14,...,Yk, can be written as XITG,”, e ,X}Gf. It is

important to note that in this case, the mean-squared prediction error satisfies the following relationship:
A 2 _
E||| 267 - 20|’ =€ || 202 207 27 4|
—E[& 2(27 %) 2,7 4|
[w (27 2) 2 E[64T|20) %)

-----

where the inequality holds because E[&&T}%] is a diagonal matrix whose s-th diagonal element is

E [872rs,s] >ming—;. g E [sk t] The above relationship implies that the quality of the least-squares estimation
degrades as the feature dimension increases. Furthermore, as alluded to earlier, our focus is on practical
settings where the features are high-dimensional, i.e., K < d. In such settings, the least-squares estimator
is not even uniquely determined. To address these issues in high-dimensional situations, researchers have
explored various approaches to regularize the least-squares estimator. As alluded to earlier, we focus on
the LASSO estimator for 6y. This estimator incorporates the ¢;-penalty into the least-squares estimator
and is defined below:

Definition 1 (LASSO) Given a sampling policy 7 and a regularization parameter A > 0, the LASSO
estimator based on the sample observations up to stage ¢ is

t
6 (1) Eargmin{ Z V5 — +A||9H1} 2)

0cO

In the special case of A =0, the LASSO estimator §%(A) reduces to the least-squares estimator. As
the value of the regularization parameter A increases, the LASSO regression imposes a stronger penalty on
the non-zero components of the parameter 6. This penalty has the effect of enforcing some components
in 0 to zero, effectively excluding the associated features from the model. Therefore, A plays a role in
controlling the bias-variance trade-off. A small value of A can result in a high-variance, low-bias model
(potentially overfitting), while a large value of A discourages the learning of a more complex or flexible
model, and thus, can lead to a low-variance, high-bias model (potentially underfitting). We further discuss
the impact of the regularization parameter on the performance in the best-arm identification problem in
Section 3. Given the sample observations up to stage ¢ based on a policy 7, the predicted mean values
based on the LASSO estimator are denoted by

§7(A) =X 67(1) = (xIé,”(z),...,xgéf(x)) € RE, 3)
where X := (x,...,Xg) € RK is called the design matrix.
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2.3 Main Problem

In this subsection, we formalize the best-arm identification problem that will be investigated throughout
the paper. Given a sampling policy 7, the decision maker aims to identify the best system with high
probability based on the LASSO estimator with a regularization parameter A. Formally, we define an event
FST(A) = {§7(A) € Yrs }, where §7.(A) is the vector of the predicted means defined in (3) and

Yes = {y € R : y; <y for some k=2,...,K}. 4)

The probability of falsely selecting a non-best system, denoted by P(FS7 (1)), is a widely used criterion for
the efficiency of a sampling policy, but its precise evaluation is not analytically tractable as well documented
in the literature (Kim and Nelson 2006). Alternatively, our objective is to design a sampling policy 7 that
“asymptotically” minimizes P(FS7 (1)) in the large-T regime by leveraging the theory of large deviations.
The details of the associated asymptotic analysis will be discussed in Section 4.

Remark 1 In our model in (1), the feature vector x; represents system-specific factors (e.g., brand, material,
color, size, texture, design, and price for fashion items). In real-world situations, samples may also depend
on the sociodemographic features of customers (e.g., income, gender, and education). In this case, one
may consider a linear function

Yir = 60 X+ B Wi+ &y, )

where w, is an i.i.d. random covariate vector representing the features of a customer in stage ¢. If the mean
of w, is known, then the best-arm identification problem based on (5) can be equivalently transformed into
the problem based on (1) by replacing &, in (1) with &, =8 T (w; — E[w,]) + &, Hence, in this paper,
we restrict our focus to the base setting in Section 2.1.

3 IMPACT OF THE REGULARIZATION PARAMETER

Recall that the penalty term in the LASSO regression decreases the variance because it reduces the essential
dimension of the parameter (by forcing some parameters to zero) while introducing a bias compared to the
least-squares estimator. In the context of best-arm identification, a lower-variance estimator allows a more
precise comparison of the mean values between arms, whereas if the bias is significant, the probability of
false selection may not converge to zero even when the sampling budget grows to infinity.

To illustrate the above-mentioned phenomenon, we conduct a numerical experiment with K =5 systems,
where each system is characterized by a feature vector of d = 200 dimensions. The true parameter vector
6y € R?P is sparse, with only four non-zero entries, all taking the value of 1. The feature vectors are
generated randomly from the standard normal distribution. The expected payoffs of the five systems are
given by

X' 6y = (2.72,2.63,-3.30,1.07,1.40).

The noise terms €;;,..., €k, are assumed to follow the standard normal distribution. The sampling policy 7
is designated as an equal allocation rule, where each system is sampled with equal probability in every
stage, i.e., P(m; =1)=---=P(m =K) = 1/K for all ¢.

We estimate the probability of false selection P(FS7(A)) with different values of the sampling budget
T € [5,250] and the regularization parameter A € {0, 1,2,3}, using the Monte Carlo simulation with 1,000
trials. The results are illustrated in Figure 1a. When using the least-squares regression without regularization
(i.e., A = 0), the estimated parameter lies in the vicinity of the true parameter 6;. However, due to the
high variance of the estimator, the probability of false selection converges slowly to zero as the sampling
budget grows. On the other hand, for a large regularization parameter (A = 3), the LASSO estimator is
significantly biased, resulting in a marginal improvement in the performance of identifying the best system,
compared to the case of the least-squares regression. The best performance is achieved with a moderate
regularization parameter (A = 1), which strikes a balance between bias and variance.
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Figure 1: Performance of the LASSO estimator and the impact of regularization.

It can be seen from Figure la that the probability of false selection converges at an exponential rate,
that is, P(FS7(1)) &~ Cexp(—yT), which implies that logP(FS7(1)) would be approximately linear in
T with slope —7y. We refer to ¥ as the decay rate of the probability of false selection, and we plot its
estimates under different values of A in Figure 1b. Specifically, for each value of A, we first estimate
log P(FS7(A)) via the Monte Carlo simulation with 1,000 trials, where T ranges from 5 to 250. We then
use linear regression to estimate the corresponding value of Y. Several observations can be made from
Figure 1b. Firstly, there exists a strictly positive regularization parameter A* that maximizes the decay
rate, which holds true even for a large sample size. This is in stark contrast to the standard practice, where
the regularization parameter is typically selected to decrease to zero at the rate of 1/4/7 as the sample
size t increases. Secondly, when a regularization parameter is chosen around A*, the performance based
on the LASSO estimator is significantly superior to that based on the least-squares estimator. Thirdly, for
a substantially high value of the regularization parameter (A > 3), the performance based on the LASSO
estimator may become worse than that based on the least-squares estimator. In the remainder of the paper,
we provide a rigorous mathematical analysis that demonstrates these observations.

4 MAIN RESULTS

In this section, we begin by analyzing the asymptotic behavior of the LASSO-based predicted mean values
§7(A) in (3). This analysis allows us to characterize the decay rate of the probability of false selection. We
then explore how the regularization parameter affects the decay rate, providing a guideline for choosing
this parameter. Finally, utilizing the insights gained from the convergence rate analysis and the guideline,
we design a dynamic sampling policy to achieve optimal performance.

4.1 Large Deviations Principle

Fix a vector & in the interior of the (K — 1)-simplex A := {ot € R : ¥X o = 1, ¢ > 0} and consider a
static sampling policy 7% such that Nf; = o T for each k, ignoring integrality constraints. We call a the
allocation vector as it determines how the sampling budget T is allocated to each system. In this section,
we fix # = % and omit o in the superscript for ease of exposition. Denote by ¢y (u) = log E[e"®] the
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cumulant generating function of the random variable & ;. We define a function A : R? — R given by

Z 04 pe(€ "),
and we denote its convex conjugate by

A (z;a) == sup {ZT§ —A(é;oc)}.

EeRd

Furthermore, for any A € R and z € R4, it will be convenient to define the following set:

O(a,A,z;6)) —argmln{ ZOC,H x,||2+z (60—9)+7L||9||1}. 6)

The first term in the objective function represents the Kullback-Leibler divergence between the true model
(parameterized by 6y) and an arbitrary model (parameterized by ). Recalling that minimizing the sum
of squared errors is equivalent to minimizing the Kullback-Leibler divergence (Murphy 2022), it can be
easily checked that if we let z = Zy be the aggregated mean-zero noises, i.e.,

| I K
ir = ? Ek th]I{TL'[ } @)
r=1k=1
then for fixed A > 0 and under the said static sampling policy, ®(a,A,27;86y) is the set of the LASSO
estimators é}’ (A) at the end of the sampling horizon. The following lemma characterizes the large deviations
principle for the LASSO estimator 6F(1).

Lemma 1 Suppose that X = (xi,...,Xg) has full column rank. Fix a static sampling policy @ = 7% for
some & € A°. Assume that the function A(-) is finite in an open ball containing the origin. Then, for almost
all A > 0, the predicted mean values §7(A) in (3) satisfy a large deviations principle with rate I(-;ct,A)
given by
I(y;o,A) == inf {A*(z;oc) X'6=y,0c0O(a,A,z; 90)} : (8)
zeR
Recall that FST (1) = {§%(X) € Yis} C RX, where Y;s is defined in (4). The large deviations principle
for the LASSO-based predicted mean values in Lemma 1 enables us to characterize the asymptotic behavior
of the probability of false selection P(FSF(1)):

Theorem 1 Suppose that the assumptions in Lemma 1 hold, and fix a static sampling policy & = % with
some o € A°. Let y(a,A) :=infyey, {I(y;,A)} for any A > 0. Then, the probability of false selection
based on the LASSO estimator with a regularization parameter A > 0 satisfies

lim —logP(FS”(QL)) =—y(a,R).
T—o T
The preceding theorem confirms our numerical observation in the previous section that log P(FS7. (1)) is

asymptotically linear as the sampling budget T grows large. Specifically, the function y(¢t,A) in Theorem 1
corresponds to the decay rate y of the probability of false selection discussed in Section 3. Accordingly, we
refer to y(a, A) as the rate function for the probability of false selection. For a fixed regularization parameter,
the standard approach can be applied to maximize the (large deviations) rate function asymptotically; see,
e.g., Chen and Ryzhov (2023) and Ahn et al. (2024). However, as demonstrated in Section 3, the rate
function y(ot,A) depends crucially on the regularization parameter A. In the following subsection, we
investigate the relationship between the rate function and the regularization parameter for a fixed allocation
vector, which leads to a suitable choice of the parameter. This procedure is then leveraged to construct a
dynamic sampling policy that is designed to maximize the decay rate y(ct,A).
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4.2 Choice of Regularization Parameter and the Proposed Sampling Policy

Geometric Insights. To demonstrate the “right” choice of the regularization parameter A, we consider a
simple setting with K = 2 systems, where their feature vectors are of dimension d = 2 and the true parameter
6y are given by:

x| = (cos(x/6),cos(—7/3))", xo = (sin(n/6),sin(—7x/3))", and 6y = (1,0)".

Thus, the corresponding expected payoffs are X' 6y = (cos(7/6),cos(—7m/3)) ~ (0.866,0.5).

Recall that for fixed o € A° and A > 0, the set of LASSO estimators is given by ®(a, A,27;6y) defined
as in (6). Note that the LASSO estimators depend on the random samples only through the aggregate
noise, Zr, defined in (7). In light of this, we transform the problem infycy, {/(y; &, A)} in Theorem 1 into
an optimization problem with respect to z. Given that I(y; ,4) is represented by (8), the entire feasible
set of the said problem can be expressed equivalently as the false-selection zone, denoted by Zgs(ot,A),
which is defined as follows:

Zes(at,A) = {z eR?:x{ 6 <x, 6 for some 6 € ®(O¢,7L,z;90)}. 9)

Observe that 27 € Zgs(,A) is equivalent to the existence of a LASSO estimator §7(1) that leads to a
false selection of system 2 as the best system. Accordingly, the rate function y(ct,A) for the probability
of false selection, characterized in Theorem 1, can be rewritten as follows:

y(o,A) = zezgl(fx,l){/\ (z;00)}, (10)

and we denote an optimal solution to the right-hand side, if it exists, by z*(a, 1), i.e.,

z'(a,A) € argmin {A"(z;)}. (11)
2€Zps (001

To provide a clearer description of the function A*(z; ) in (11), we set a; = @ = 1/2 and assume that
the noise terms follow the standard normal distribution, i.e., € ;,&, ~ N(0,1). Then, A*(z; ) is given by

1 _
A (z;0) = EZTZ(O{;GZ) =243, (12)

where X(a; 0?%) == ZkK:1 Ockcrkzxkka and sz is the variance of y;, for k=1,... K.

In the following discussion, we fix the allocation vector ¢ and often omit the argument « in y(ct, 1),
Zes(o,A), and z*(a,A) for simple exposition. Note that the rate function for the probability of false
selection is Y(A) = A*(z*(A)), and thus, the distance between the origin and the false-selection zone Zgs(A)
is equal to y/y(A). This implies that the farther the false-selection zone Zgs(A) is away from the origin,
the faster the probability of false selection decays to zero as the sampling budget increases to infinity.

Figure 2 illustrates the false-selection zone Zgs (A ) and the optimal solution z*(A) for different values of
the regularization parameter A. Figure 2a corresponds to the benchmark case of the least-squares estimator,
where A = 0. For small A > 0, the false-selection zone is characterized as in Figure 2b, where the square
region with width A pertains to the regularization term A ||8]|; in (2). In this case, we obtain a higher decay
rate due to the increased distance compared to the benchmark case. If we further increase A, however,
Figure 2¢ shows that the location of z*(A) shifts from the lower sloping boundary of the zone to the right
side of the square. In this regime, a larger regularization parameter A brings the false-selection zone closer
to the origin, resulting in a slower decay rate of the probability of false selection. If the regularization
parameter A is too high, the LASSO estimator may perform worse than the least-squares estimator, as
described in Figure 2d.
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Figure 2: A schematic illustration of the false-selection zone Zps(A) and the decay rate y(A) of the
probability of false selection with different values of the regularization parameter A > 0.

It is worth emphasizing that the blue dashed lines in Figures 2b to 2d correspond to the hyperplane
that characterizes the false-selection zone when using the least-squares estimator, which is illustrated in
Figure 2a. This hyperplane has a normal vector of z*(0) and is parallel to the lower sloping boundaries in
Figures 2b and 2c¢. From this observation, it becomes evident that for any given A > 0, if the two vectors
z*(A) and z*(0) are parallel (as shown in Figures 2a and 2b), then increasing A would lead to a higher decay
rate. Conversely, when they are not parallel (as depicted in Figures 2c and 2d), decreasing A would result
in improved performance. Therefore, the optimal choice of the regularization parameter can be determined
by comparing z*(A) and z*(0). We highlight that this observation holds for any normally distributed noise
terms with high-dimensional features, not limited to standard normality with two-dimensional features,
because the objective function A*(-; ) in (11) remains a quadratic function centered at the origin and the
associated feasible region Zgs(a,A) does not depend on the distribution of the noise terms. We defer a
rigorous discussion on this generalization for further research.

Choosing the Regularization Parameter. Based on the aforementioned observation, we provide a
guideline for choosing the regularization parameter A that can lead to (near-)optimal performance under
the normality assumption. In particular, for a fixed step size 0 > 0 small enough and for any given A >0
and oo € A°, we consider a simple updating rule, denoted by ¢ (A,0,Zss(x,-),A*(-;0)):

1. Solve (11) to obtain z*(a,A) and z*(c,0).
2. Ifz*(a,A) and z*(o,0) are parallel, we set A <— A + 6.
3. Otherwise, we set A < A — 6.
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Algorithm 1 Dynamic sampling policy w(ng,m, o)

1: Take ng payoff samples from each system
2: Sett =Kng, o = (1/K,...,1/K)",and A =0
3: while r < T do
4:  Find the LASSO estimator 67 and the sample variance vector 6,
5: Construct Zgs,(oF,-) and A (-;aF) by setting 6y = 67 in (9) and 62 = 67 in (12), respectively
6:  Update A via the updating rule 4 (A, 8, Zss (0F,-), AF (-; &)
7. Compute @& = argmax,, (&, A), where 9% (o, A1) is defined in (10) with Zes(t,A) = Zes,(t, A)
and A*(;a) = Af ()
8:  Generate a sample vector (ny,...,ng) from the multinomial distribution with parameters (m, &)
9:  Take n; samples from each system k, and set t =¢+m
10: end while

Proposed Sampling Policy. The preceding updating rule prescribes a suitable choice of the regularization
parameter A for a given allocation vector or. However, to maximize the decay rate y(a, A ), it is essential to
optimize the allocation vector o as well as the associated regularization parameter A. The optimal solution
is not known a priori because the true parameter 6, is unknown. However, building on our findings from the
static policy, we propose a dynamic sampling policy that adjusts the sampling ratio ¢,* and the associated
regularization parameter in a way that approaches the optimal solution as ¢ increases. In each stage, this
policy sequentially

1. estimates sample counterparts of the false-selection zone Zgs(, A ) and the convex conjugate function
A*(z; @) using all sample observations up to that stage;

updates the regularization parameter via the above-mentioned guideline using these estimates;
constructs a “plug-in” estimator of the decay rate y(o,A);

estimates the optimal allocation by maximizing the plug-in estimator with respect to «; and
determines the sample allocation in the next stage using the estimated optimal allocation.

A wN

The detailed procedure is described in Algorithm 1. Note that solving a bilevel optimization problem
in (10) could be computationally costly, particularly when both K and d are large. To address this issue,
this algorithm utilizes batch-based sampling, with two parameters np and m representing the initial sample
size for each system and the batch size, respectively. This approach helps reduce the number of times the
bilevel optimization problem needs to be solved. For the sake of clarity, we assume that m is a multiple
of T — Kng. The parameter 6 in the algorithm corresponds to the step size specified in the guideline for
updating the regularization parameter.

We note that the sampling policy in Algorithm 1 aims to present our fundamental ideas in a constructive
manner, rather than providing an algorithm with optimal performance. A conceptually simple extension
involves making the step size § a decreasing (possibly randomized) function &, based on the number of
samples, 7. The development of a more refined algorithm with theoretical performance guarantees and the
associated numerical experiments are left for future research.

5 CONCLUDING REMARKS

This paper investigates the problem of best-arm identification when the underlying random variables are
characterized by a linear model with high-dimensional features. When the best system is selected based
on LASSO, we analyze the decay rate of the probability of false selection as the sampling budget grows.
Our analysis reveals that utilizing the LASSO estimator, with an appropriate choice of the regularization
parameter, can significantly improve the performance of identifying the best system compared to the case
of using the ordinary least-squares estimator. Furthermore, building on geometric insights into the impact
of the regularization parameter on overall performance, we develop a tractable guideline for selecting this
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parameter. Finally, we propose a dynamic sampling policy that integrates this guideline and allows for an
effective allocation of the sampling budget to maximize the aforementioned decay rate.

This work opens up several potential directions for future research. Firstly, our analysis in Section 4.2
is conducted with the aim of gaining insights, and for this purpose, we assume that noise terms follow a
normal distribution. While this assumption is often made in both practice and theoretical contexts, it would
be valuable to extend the analysis to encompass cases with non-normal noise terms. In such cases, the
closed form of the function A* is not available and must be estimated via simulation. Thus, it is essential
to explore the impact of the corresponding estimation error on the overall performance of the proposed
algorithm. This extension would establish a more general guideline for utilizing LASSO in best-arm
identification problems. Secondly, one might incorporate other regularized linear regression models, such
as ridge regression, into the problem of best-arm identification and conduct a comparative analysis of the
performance across different regression models.
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