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Abstract 

 

This paper proposes applying indirect inference to estimate simultaneous equation limited dependent 

variable models. The model under study is motivated by the important problem of studying cost and 

quality, their determinants and their interrelationship in health care with patient level data. Models of 

this type are commonly estimated by two-step estimators suggested in the literature. In our simulations 

the indirect inference estimator outperforms its two-stage competitors. 
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