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The authors define "public debt overhang episodes" as periods when public
debt-to-GDP ratios exceeded 90 percent for more than five years. (F1#&) Ongoing debt
overhangs in Greece, Italy, and Japan started before the financial crisis, have already
cleared the five-year mark, and are included.

The authors find that on average, debt levels above 90 percent are associated with
growth that is 1.2 percent lower than in other periods (2.3 percent versus 3.5 percent).
Importantly, 20 of the 26 episodes lasted more than a decade, and the average
duration of debt overhang episodes in the sample is 23 years. The authors explain
that the consequences of this long duration are two-fold. First, it suggests that the
association of debt and growth is not just a cyclical phenomenon, which contradicts
the view that the correlation is caused mainly by debt buildups during recessions.
Second, it implies that the cumulative shortfall in output from debt overhang is
potentially large.
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(Carmen Reinhart, Vincent Reinhart, and Kenneth Rogoff, 2012, “Debt
Overhangs: Past and Present,” NBER Working Paper No. 18015,
introduced by Claire Brunel in the NBER Digest August 2012, pp.2-3.)
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