
according to the SPE), we will observe only the Örst move by player 1.
But this is not what is observed in an experiment. (And the question
needs addressing even if one doesnít care about real choices, because
even the theory needs to be consistent with o§-equilibrium beliefs.) The
following Ögure shows the implementation of the centipede game as an
experiment (McKelvey and Palfrey, 1992), and the subsequent Ögure
shows the histogram of periods where the experimental subjects stopped
the game. As the Ögure shows, the empirical distribution of stopping
periods is far away from the theoretical prediction, that everyone stops.

Experimental implementation of the centipede game

Experimental results (McKelvey and Palfrey, 1992)

We see that at least in this example, backward induction generates
a wrong prediction. Two approaches can be cited that address this
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