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Introduction

Why the noise about debt
Money was invented so we know exactly how much we owe hence the
invention of debt’
• Ghana benefited significantly from HIPC (2004) & MDRI (2006).
• Debt to GDP came to less than 30%
• Debt has ballooned astronomically to the current unsustainable level
• Ghana is struggled to manage her debt since independence reflecting:
• revenue underperformance
• Inefficient and bloated Expenditure



Drivers of the Public Debt 

• Failure to transform the Guggisberg inherited economy predicated on the
export of primary commodities such as cocoa, gold, and lately oil making
up over 80% of export earnings,
• Unproductive use of borrowed funds by governments sometimes with the

tacit support of lenders across bilateral/multilateral and quasi-commercial
• Higher borrowing costs (reflecting also the excessive opportunism by

wealthy lenders or predatory lending from the global north as well as the
domestic market (as evidenced by the African risk premium)
• fiscal indiscipline, election-related excesses, covid-19 and Russia-Ukraine,

inflation, and exchange rate development
• The false hope of endowed fiscal space as a result of rebasing of the

economy and the conferment of middle-income status



Trajectory of the Debt Build Up
 

 Figure 1: Total Public debt stock in Ghana, 2000 - 2021 

 



Rate of Debt Accumulation 
 Figure 3: The rate of Public Debt Accumulation, 2000 – 2021 

 

Source: Authors construct (2022) 

 



Election and Public Debt Build Up
 

 Figure 4: Fiscal Deficit-GDP in Election Years 

 

Source: Authors construct (2022) 

 



Elections and Debt to GDP Ratio
 

 Figure 5: Public Debt in Election years 

 

Source: Authors construct (2022) 

 



Sector-Specific Drivers



Trajectory of the Debt Build Up
 

 Figure 2: Public Debt-to-GDP ratio in Ghana, 2000 - 2021 

 

 



Look beyond debt to GDP Ratio

• Economists view the ratio of the national debt to national income as a measure of the
country’s debt burden. Inclusively in excess of 80% currently.

• This implies how hard it would be for a country to pay off all its debt with one year of
national income measured by gross domestic product (GDP).

• This implies debt comes down when the economy expands or is rebased (as Ghana has
that twice recently hence the false hope)

• Ignores the wealth and future streams of the cash flow available to the country
especially if those debts were invested to enhance the cashflow generation capacity of
the economy

• Debt to GDP ratio is widely used as a baseline indicator whilst other forward-looking
measures such as the Present Value of Debt to GDP ratio, Present Value of Debt to the
Export ratio, Debt Service to Revenue ratio

• To manage debt effectively, grow your economy, and increase export earnings (retain a
sizeable portion of the export earnings), convert an appropriate portion of the economy
to tax revenue (narrow the gap between tax capacity and tax effort)



Drivers of the Public Debt

• These factors are more piercing than bullets that are flying across Russia
and Ukraine
• Macro-fiscal pressures manifesting explicitly in the microeconomic frictions

reflecting arrears to service providers across road construction, school
feeding, etc
• We estimate that over GHS 25 billion in lives claims against the government

which are not normally accommodated through the central debt build-up
• A general government approach to estimating the country’s Debt

Sustainability is recommended
• These arrears may be priced into the government contracts reflecting the

high cost of public sector service provision relative private sector that pays
promptly



Debt Sustainability Analysis is Key for 
IMF Supported Program
• Ghana has breached a sustainable debt level (deep debt distress) that challenges

the effectiveness of an IMF Supported Program
• IMF lending is dwarfed, requiring the government to trigger a debt restructuring,

involving investor haircuts to fit into an IMF lending framework
• Ambitious debt repayment capacity based on a sustained front-loaded fiscal

adjustment bearing in mind the next political business cycle is 2 years down the
line
• Recent IMF Supported Programs failed to deal with the usual political business

cycle that has characterized our commercialized and highly monetized with our
morals being lost to the highest bidder resulting in elite capture including political
capture.
• Political investors capturing the democratic dividend with the citizens watching

on



Implications of the Rising Public Debt



Ghana and Comparator Countries



Ghana and Comparator Countries



Ghana and Comparator Countries



How minimum is the Minimum Wage 
vrs Living Wage (Oxfam)?



Inflation Rate (2021-2022)



Implications of Rising Inflation

• Inflation at a multi-decade high in Ghana and pressures broadening
beyond food and non-food inflation
• Stable prices being a condition precedent to sustained economic

growth is at risk
• Inflationary pressures are becoming entrenched leading to the de-

anchoring of inflation expectations thus damaging the credibility
built around Bank of Ghana price stability objectives
• It signals tighter monetary policy to address demand-related 

inflationary pressures



Current Economic Crisis

• Cedi depreciation 18.3% 1st quarter
• Debt to GDP 84%-86% (Dec.2022).

Developing country average 60% of
GDP
• Interest payment to Dom. Rev. is

44%
• Compensation to Dom. Revis 39%
• Statutory funds to Dom. Rev= 33%
• Total 116% of Rev.

• Interest to Tax rev. 42/69=61%
• Compensation/tax rev 38/69 55%
• Total 116% of tax revenue
• No option for growth-enhancing 

spending
• Compensation 29% exp.
• Interest Payments in excess of 30%

exp.
• Conclusion: No flexibility and space 

for inclusive growth. This is more 
than a crisis


