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Abstract

We dealt with the theoretical literature of the effects of public debt on economic
growth, and the controversy in empirical studies of samples from countries around the
world about the existence of a ceiling for public debt, which impedes growth for the
developing countries under study, and the results indicate the absence of a common
ceiling for public debt, which applies to all developing countries.

Theoretical studies on the relationship between external debt and economic
growth have focused heavily on the negative effects of “excessive debt” in a country,
where the stock of accumulated debt is so large that it threatens the country's ability to
repay its previous loans, which in turn raises fears among lenders and potential
investors. "Excessive debt" also reduces growth, as it causes investors to feel more
uncertain about the measures that the government may take to meet its burdensome
debt service obligations.

Empirical studies indicate the varying degree of support for the debt overload
hypothesis. Most models of determinants of growth assume that the debt stock affects
growth directly, by weakening government incentives to undertake structural reforms,
and indirectly by weakening investment. However, there are relatively few studies
that evaluate the direct effects of the debt stock on investment. in low-income
countries using econometric methods.

Economic theory indicates that servicing external public debt may also affect
growth by discouraging private investment, or changing the components of public
spending.

However, by analyzing the relationship of economic growth with the public
debt of individual countries, it became clear, in general, that there is a turning point
for the link between public debt and growth specific to each country, and therefore it
is difficult to conclude any common ceiling that applies to all countries because of
their different economic characteristics.
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