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The Current State of Ghana's Government Debt to GDP

A critical  analysis of  Ghana's government debt-to-GDP ratio,  key statistics,  top factors

impacting the ratio, and recommendations for sustainable debt management.
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      Projections for the debt-to-GDP ratio and recommendations for fiscal sustainability.
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Research Methodology
This article draws upon an array of authoritative sources, including government reports,
data from the International Monetary Fund (IMF), the World Bank, and scholarly
publications focused on Ghana’s economy. The data presented covers the most recent
trends in Ghana’s debt-to-GDP ratio and compares them with historical benchmarks.
Furthermore, the analysis is informed by secondary research, such as macroeconomic
forecasts, to critically evaluate the situation.

Top 10 Key Statistics and Facts
     1.  Debt-to-GDP Ratio (2024): Ghana's debt-to-GDP ratio is estimated to be
around 70%, a significant increase compared to previous years.
     2.  Debt Composition: 57% of Ghana’s public debt is denominated in foreign
currency, increasing vulnerability to exchange rate fluctuations.
     3.  Debt Service-to-Revenue Ratio (2024): The ratio is expected to reach 70%,
straining the government’s ability to service debt.
     4.  Interest Payments (2023): 44% of government revenues are spent on interest
payments alone, further limiting fiscal space for development projects.
     5.  External Debt: Approximately 60% of Ghana’s public debt is external, leaving
the country susceptible to global economic shocks.
     6.  Domestic Debt Growth: Ghana's domestic debt has also grown, accounting for
nearly 40% of the total public debt.
     7.  Revenue Mobilization Issues: Ghana's tax revenue to GDP ratio remains
around 12%, below the average of 18-20% for emerging economies.
     8.  Government Spending: Public spending in Ghana surged by 30% over the past
five years, driven by infrastructural investments and COVID-19 expenditures.
     9.  GDP Growth (2024): Projected at 3.2%, GDP growth has not kept pace with
debt accumulation, exacerbating the debt burden.
     10.  Debt Restructuring (2023): Ghana engaged in a comprehensive debt
restructuring program under the IMF to address mounting debt challenges.

Body of Article / Critical Analysis
Ghana’s debt-to-GDP ratio has been a growing concern over the past decade,
particularly in light of recent economic challenges. With a debt-to-GDP ratio of
approximately 70% in 2024, the country has exceeded the sustainable threshold
typically suggested for developing economies. This ratio reflects not just the scale of
borrowing but also highlights structural weaknesses within the economy, such as low
domestic revenue mobilization and persistent budget deficits.
A significant portion of Ghana’s debt is external, which poses a dual problem: it exposes
the country to exchange rate risks and limits the government’s control over its debt
management strategy. When the cedi depreciates, the cost of servicing external debt
rises, contributing to an increased debt service-to-revenue ratio, which is projected to
reach a staggering 70% in 2024. In simpler terms, 70 cents of every dollar Ghana
generates in revenue will be spent on servicing debt, leaving little room for investment
in critical sectors like health, education, and infrastructure.
This mounting debt has been driven by a combination of factors, including ambitious
government spending, particularly on infrastructure, and the unforeseen expenditures
related to the COVID-19 pandemic. While infrastructural investments are necessary for
long-term growth, Ghana’s relatively low tax revenue base, currently at about 12% of
GDP, has not been sufficient to cover these costs, leading to heavy borrowing.
The debt restructuring plan Ghana undertook with the IMF in 2023 aimed to reduce this
debt burden by securing more favorable terms and spreading out payments over a
longer period. While this has provided some short-term relief, without addressing the
fundamental issues of low domestic revenue mobilization and over-reliance on external
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debt, Ghana risks falling into a cycle of continuous borrowing and increasing debt
burdens.

Current Top 10 Factors Impacting Ghana’s Debt-to-GDP Ratio
     1.  Exchange Rate Volatility: Depreciation of the cedi increases the cost of
external debt servicing.
     2.  Revenue Mobilization: Low tax revenue limits the government’s ability to fund
debt repayments.
     3.  Public Spending: High government spending, especially on infrastructure, has
driven borrowing.
     4.  Debt Service-to-Revenue Ratio: Increasing debt service costs are constraining
government finances.
     5.  Global Economic Conditions: External shocks, such as interest rate hikes in
developed economies, impact debt repayment.
     6.  Commodity Price Fluctuations: Dependence on exports like cocoa and gold
makes the economy vulnerable to price shifts, affecting government revenues.
     7.  IMF Bailout Conditions: Strict conditions tied to IMF programs, such as budget
cuts, influence debt repayment priorities.
     8.  Domestic Debt Accumulation: The rise in domestic borrowing contributes to
increased overall debt levels.
     9.  Political Pressures: Political cycles often result in increased spending and
borrowing, especially during election years.
     10.  Debt Restructuring Programs: Ongoing restructuring efforts are altering the
debt landscape but have not fully addressed long-term sustainability.

Projections and Recommendations
Projections for Ghana’s debt-to-GDP ratio suggest that it could stabilize around 70-75%
in the next few years, assuming moderate economic growth and continued
restructuring efforts. However, for Ghana to sustainably manage its debt, several steps
are necessary:
      Enhancing Revenue Collection: Increasing tax revenues through better
compliance and expanding the tax base is crucial.
      Fiscal Discipline: The government must exercise greater discipline in public
spending, prioritizing projects that offer high returns on investment.
      Reducing Exchange Rate Exposure: Strengthening the cedi through monetary
policies and reducing reliance on external borrowing will mitigate the risks associated
with currency depreciation.
      Diversifying the Economy: Reducing reliance on commodity exports by
promoting sectors like manufacturing and technology could stabilize government
revenues and lessen the impact of external economic shocks.

Conclusion
Ghana’s current debt-to-GDP ratio reflects an unsustainable path if immediate reforms
are not implemented. The country faces significant challenges in balancing debt
repayment with economic growth and development needs. Long-term solutions will
require a combination of enhanced revenue mobilization, fiscal prudence, and economic
diversification. Without these reforms, Ghana risks perpetuating a cycle of debt that will
stifle future growth.

Notes
      The analysis is based on projections available as of 2024, and ongoing changes in
global and domestic economic conditions may alter these findings.
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