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ABSTRACT

The present study evaluates the mediating and interactive role of
governance in the debt-economic growth relationship in a selection of
countries in the world. For this purpose, the selected countries are
divided into four groups: 1- Countries with high debt and high
governance; 2- Countries with low debt and high governance; 3-
Countries with low debt and low governance and 4- Countries with
high debt and low governance are categorized and the models
considered are estimated with panel autoregressive distributed lag
regression model, during the period 2002-2023. The results of the
model estimation related to the effect of debt (along with variables
such as investment, degree of trade play, labor force participation rate,
inflation rate) on economic growth indicate that in the short term in all
four groups of countries, debt has caused a decrease in economic
growth, but in the long term, it has only increased economic growth in
countries with high governance. Also, when the effect of good
governance along with government debt has been interactively fitted
on economic growth, it has reduced the negative effect of debt or
increased its long-term positive effect in all groups of countries.
Based on the research findings, it can be argued that governance is a
variable affecting the relationship between debt and growth; In other
words. the governance context and structure in countries can play an
important role in the effective management of government debt and
the further growth of productive investment and, consequently,
economic growth.
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