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Some recent studies have pointed out the inverted U shape relation
between public debt-GDP ratio and economic growth rate. This is called
the public debt overhangs. The purpose of this paper is to investigate
the mechanism of the public debt overhangs problem theoretically. To
do so, we set up a simple endogenous growth model with government
deficits and public debt. Furthermore, we introduce into the model
the fiscal rules whose aim is the sustainability of government deficits.
We show that the inverted U shape relation between public debt-GDP
ratio and economic growth rate need a particular fiscal rule of the

sustainability of government deficits.
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