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In this paper, a production frontier is estimated using stochastic frontier models to assess the
contribution of transport infrastructure to countries’ real GDP. We find that the role of
infrastructure is underestimated under the exogeneity assumption indicating that handling
endogeneity is crucial in the estimation. Potential endogeneity problems may arise in
estimating the production frontier due to the relationship between the real GDP and the
infrastructure variables. Since economic output might affect the demand and supply of
infrastructure and transport infrastructure determines real GDP. We use an instrumental
variable (IV) approach in the stochastic frontier models to handle endogeneity. Results
suggest that a better infrastructure endowment contributes to economic output, highlighting
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endogeneity in a stochastic frontier model
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