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Abstract

This study examines the economic and legal effects of international loans and aid in light of
international legal rules, principles, and customary norms governing financial relations between
states, international institutions, and creditors. The importance of the study arises from the
increasing reliance of many developing countries on external financing to fund development
projects, address fiscal deficits, and respond to economic crises, while public debt and debt-
servicing burdens have become major challenges to financial stability and sustainable
development.The study aims to analyze the international legal framework governing loans and
aid, clarify the responsibilities of sovereign borrowers and creditors, and examine the positive
and negative economic effects of external financing, particularly its impact on economic growth,
investment, public debt, and financial stability. It also examines the principles of transparency,

243


mailto:Mmfhsh1973@gmail.com

A gal) Gl e Y1 g () g8 £ gun (B A pal) ClasLuaall g i g AL A gilA) g Agaliaidy) LYY

good faith, legitimacy, sustainability, and accountability as important principles that have
developed within the framework of responsible sovereign lending and borrowing.

The study concludes that international loans and aid do not have uniform economic effects. Their
outcomes depend on the nature and conditions of financing, the uses to which funds are put, the
efficiency of resource management, and the borrowing country's debt-carrying capacity.
Financing directed toward productive investment and infrastructure can contribute to economic
growth, whereas excessive borrowing or the use of borrowed resources for non-productive
expenditure may increase debt-service burdens and reduce fiscal space for development
spending. The study recommends strengthening international mechanisms for debt
transparency, responsible lending and borrowing, and sustainable financing while ensuring
respect for sovereignty and the public interest of borrowing states.

Keywords: International Loans, International Aid, Sovereign Debt, Fiscal Sustainability,
International Law, Responsible Lending, Responsible Borrowing, Sustainable Development.
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