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Abstract. The current study aims to investigate the moderating effect of corrup-
tion perception on the nexus between financial literacy, debt restructuring, and
sustainability in the Ghanaian context. Using a quantitative approach and de-
scriptive survey design, data were collected from individuals directly impacted
by government debt restructuring initiatives. The sample size was determined
using an infinite population sample determination technique, resulting in a sam-
ple of 385 participants. Stratified sampling was employed to ensure representa-
tiveness, and various means, including Google Forms and assistance from fi-
nancial institutions, were utilized to engage participants across 16 regions of
Ghana.The findings reveal that higher perceptions of corruption are associated
with lower debt sustainability but have a positive effect on debt restructuring.
Financial literacy is positively associated with debt sustainability, while age and
gender also influence debt management outcomes. Education level positively
affects debt sustainability, while income is negatively associated with it but has
no effect on debt restructuring. These findings have significant policy implica-
tions, underscoring the need to address corruption and promote financial litera-
cy in debt management policies. They also have practical implications, empha-
sizing the importance of supporting individuals in adopting sustainable debt
management strategies. The findings contribute to the theoretical understanding
of the relationships between these factors and suggest avenues for future re-
search.

Keywords: corruption perception, debt restructuring, debt sustainability, Fi-
nancial literacy, quantitative research.

1 Introduction

The current state of global finance is fraught with difficulties, particularly in the Sub-
Saharan African (SSA) region, where debt sustainability issues are more pronounced
than in Asia [1]. The relationship between financial literacy, perceptions of corrup-
tion, and sustainable debt strategies is crucial [2]. Our research evaluates the influence
of financial literacy on Ghana's debt restructuring initiative, as well as its impact on
debt sustainability and the moderating role of corruption perception in these relation-
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ships. The continent of Africa is grappling with the challenge of regulating debt lev-
els, with the presence of substantial debt burdens and limited fiscal space [3]. Corrup-
tion has been recognized as a significant hindrance to economic development and
financial stability in the region, further complicating the management of debt [4].

Financial literacy is an essential skill for individuals to make well-informed finan-
cial decisions and handle their finances efficiently [5]. Whilst the impact of financial
literacy on debt restructuring programs in African countries, such as Ghana, has not
been examined, comprehending the manner in which financial literacy impacts indi-
viduals' participation and decision-making in debt restructuring initiatives can aid in
devising sustainable debt management policies and strategies [6]. The issue of debt
sustainability, which refers to a country's capacity to handle and pay off its debts
while maintaining economic stability and avoiding the burden of passing on the obli-
gation to future generations, is a significant concern in the region [7]. In order for debt
sustainability to be attained, it is imperative that comprehensive debt management
strategies and robust governance mechanisms be implemented [8].

The relationship between financial literacy and debt sustainability is complex, with
corruption perception significantly influencing the efficacy of debt restructuring and
sustainability efforts [9]. Corruption is a pervasive problem in African nations, nega-
tively impacting economic growth, investment climate, and public confidence in gov-
ernment institutions [10]. The interplay between corruption perception, financial liter-
acy, debt restructuring, and sustainability offers a nuanced view of the challenges
faced by SSA nations in their pursuit of financial resilience [7].

This research aims to fill a void in the existing literature by examining the correla-
tion between financial literacy, corruption perception, debt restructuring, and debt
sustainability in Ghana. The findings of this study are of significant value in promot-
ing financial resilience and sustainable debt management practices in Sub-Saharan
African nations, particularly in Ghana, and beyond.

2 Method

We employ a quantitative approach and descriptive survey design to investigate the
nexus among financial literacy, corruption perception, debt restructuring, and debt
sustainability in the Ghanaian setting [11]. The population constitutes individuals who
have existing debts and those who are contemplating participation in debt restructur-
ing programmers, constitute the target population. The stratified sampling technique
and proportional sampling were used to sample 385 respondents within the 16 regions
of Ghana in the financial institutions that have implemented debt restructuring pro-
grammers. Multiple linear regressions was employed to examine the study variables.
The model for debt restructuring (DERT) and debt sustainability (DST) is specified as
follows:

DERT = B0 + B1(FL) + p2(CP * FL) + €1 (1)
DST =70 + yI1(FL) + y2(CP * FL) + €2 2)
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DST = B0 + B1(DERT) + B2(FL) + P2(DERT * CP) + & 3)

where DERT represents the debt restructuring outcome, DST represents the debt
sustainability outcome, FL represents financial literacy, CP represents corruption
perception, B0, Y0 are the intercept, B1, yl and B2, y2 are the coefficients to be esti-
mated, and €1 and €2 are the error terms.

3 Result and Discussion
The results of the reliability and convergent validity indicated that the measurement
items of the study variables are high providing confidence in the study's measurement

model. The result of descriptive statistic shown in Table 1 as follow:

Table 1. Descriptive Statistics.

. Skewness Kurtosis

N Min = Max  Mean  SD =g i Fr  Smt Std. Err
FL 381 I 7 5.38 1.21 -1.87 0.13 372 0.25
DERT 381 1.4 4.2 2.33 053 096 0.13 0.80 0.25
DST 381 1 2.4 1.72 0.39  -0.25 0.13 -0.79  0.25
CP 381 1 7 5.49 122 -193 0.13 3.71 0.25

Note: FL: Financial literacy, DERT: Debt restructuring, DST: Debt sustainability,
CP: Corruption perception.

The results presented in Table 1 revealed that respondents have a high level of fi-
nancial literacy, moderate familiarity with debt restructuring, moderate perception of
national debt sustainability, and widespread perception of corruption in public institu-
tions.

3.1 Regression analysis

Based on the results presented in Table 1 and the diagnostic tests and model fit, the
OLS regression model appears to be a reliable tool for analyzing the data. The find-
ings were discussed on two levels, with and without interaction effects. For example,
the net effect of financial literacy on debt sustainability was found to be
0.839[(0.140x5.38)] +(0.086)], with a conditional effect of -0.140 for the interaction
between financial literacy and corruption perception, an unconditional effect of 0.086,
and a mean of 5.38 for the moderating variable corruption perception. The study also
revealed that corruption perception has a significant impact on debt sustainability and
debt restructuring. Higher levels of corruption perception lead to lower sustainability
but positively affect debt restructuring. Additionally, the relationship between corrup-
tion perception and financial literacy is intriguing. The analysis also revealed that age,
gender, education level, and income have various effects on debt sustainability and
restructuring.
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Table 2.

Model 1 Model 2 Model 3

DST DERT DST
Constant 2.063%** 1.338%**  1.665%**

(0.000) (0.000) (0.000)
FL 0.086** 1.358***  0.017*

(0.047) (0.000) (0,031)
CP 0.135%%%* 0.087%%* 0.220%**

(0.001) (0.025) (0.001)
DERT -—- - -0.199%3%*

-—- - (0.000)
CP*FL 0.140%** -0.016* -

(0.001) (0,039) -
CP*DERT -—— - 0.032

-—- -— (0.275)
Age -0.151***  -0.055* -0.026

(0.000) (0.000) (0.000)
Gender -0.280™™ 0.169"" 02175

(0.000)  (0.000)  (0.000)
Education Level 0.329™" -0.106™*  -0.159"*"
(0.000)  (0.000)  (0.000)

Income -0.314™ 0.148 0.203"*
(0.039) (0.000) (0.001)

Net Effecta 0.839 1.272 na

Observation 381 381 381

R2 0.510 0.186 0.193

AdjustedR2 0.501 0.170 0.176

F-Statistics 55" 12.14™ 11.14™

wEk xE % P<0.001, P<0.05, P<0.01 respectively FL: Financial literacy, DERT: Debt
restructuring, DST: Debt sustainability, CP: Corruption perception. na: not applicable
because at least an unconditional or a conditional effect needed for the computation of
net effects is not significant

Table 2 illustrates that the perception of corruption has a profound influence on
debt sustainability and debt restructuring. A higher perception of corruption is corre-
lated with lower levels of debt sustainability, indicating that countries or individuals
may face difficulties in maintaining manageable debt levels. Conversely, these per-
ceptions have a positive impact on debt restructuring, encouraging individuals and
organizations to seek debt reduction measures actively [12]. The study uncovered a
noteworthy interplay between corruption perception and financial literacy in debt
management. Those with higher financial literacy and a positive perception of corrup-
tion are more likely to employ effective debt management strategies. Demographic
factors also impact debt management practices. Younger individuals exhibit a nega-
tive correlation with debt sustainability and debt restructuring, while gender dispari-
ties influence debt management strategies [13]. Education level is a positive factor
associated with debt sustainability, supporting previous research on the benefits of
higher education in promoting sustainable debt management.

The study's discoveries add to the existing body of knowledge by offering a thor-
ough appreciation of the connections between financial literacy, corruption percep-
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tion, and sustainable debt strategies in Ghana [1]. This study addresses to fill notable
gaps in previous research, including the inadequate consideration of government debt
restructuring programs, the scarcity of examinations into the correlation between fi-
nancial literacy and debt sustainability in Ghana, and the lack of exploration into the
mediating function of corruption perception.

Furthermore, we examine the effect of the debt structuring program on the debt
sustainability of Ghana (model 3). The negative coefficient for debt restructuring
indicates that debt restructuring has a substantial negative impact on debt sustainabil-
ity. This is consistent with prior research that has demonstrated the potential difficul-
ties and risks associated with debt restructuring initiatives [5,9. These studies empha-
size the importance of carefully considering and evaluating the long-term effects of
debt restructuring programmers. Higher levels of financial literacy are associated with
increased debt sustainability, according to the positive coefficient for financial litera-
cy. This finding is supported by antecedent research that has demonstrated the posi-
tive influence of financial literacy on an individual's capacity to make informed finan-
cial decisions and effectively manage debts [14]. Individuals with a higher level of
financial literacy are more likely to adopt sustainable debt management strategies,
resulting in improved debt sustainability outcomes.

Higher levels of corruption perception are associated with greater debt sustainabil-
ity, as indicated by the positive coefficient for corruption perception. This finding
may be counterintuitive, given that corruption is commonly perceived as detrimental
to economic stability and debt management. However, previous research has also
found a positive relationship between corruption perception and debt restructuring
[15], suggesting that individuals or nations with a higher perception of corruption may
actively engage in debt restructuring efforts to mitigate the impact of corruption on
their debt burden. The absence of statistical significance for the interaction coefficient
between corruption perception and debt restructuring suggests that the combined ef-
fect of corruption perception and debt restructuring on debt sustainability is not statis-
tically significant. This indicates that perceptions of corruption and debt restructuring
may independently affect debt sustainability outcomes, but their interaction has no
significant impact.

4 Conclusion

The study investigates the correlation between corruption perception, financial litera-
cy, debt restructuring, and sustainability. It found that corruption perception negative-
ly impacts debt sustainability, while financial literacy positively impacts it suggesting
that individuals with higher financial literacy are more likely to adopt sustainable debt
management strategies. Demographic factors like age, gender, education, and income
level also influence an individual's approach to debt management. The study empha-
sizes the need for governments and policymakers to improve financial literacy skills
to enable individuals to make informed decisions and manage their debts effectively.
Mitigating corruption and enhancing transparency within financial systems is crucial
for promoting debt sustainability. In situations where corruption is perceived, proac-
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tively pursuing debt restructuring options can be beneficial. Financial education pro-
grams should be developed and implemented to enhance financial literacy and en-
courage conscientious borrowing behaviors. Our findings provide insight into the
complex interconnections between corruption perception, financial literacy, debt re-
structuring, and sustainability. Future research could use objective measures or exper-
imental designs, to investigate the enduring consequences of debt restructuring.

References

11.

12.

13.

14.

15.

Owusu, B., Bokemeier, B. & Greiner, A. Assessing nonlinearities and heterogeneity in
debt sustainability analysis: a panel spline approach. Empir. Econ. (2023).
doi:10.1007/s00181-022-02284-8

Olaoye, O. Sub-Saharan Africa’s rising public debt stock: before another debt relief!
African J. Econ. Manag. Stud. (2023). doi:10.1108/AJEMS-03-2022-0105

. International Monetary Fund IMF. Global financial stability report—moving from liquidity

to growth-driven markets. (2018).
Transparency International TI. Corruption Perceptions Index: 2022. Berlin: Transparency
International Berlin. (2023).

. Bolton, P., Buchheit, L. C., Di Mauro, B. W., Panizza, U. & Gulati, M. Environmental

protection and sovereign debt restructuring. Cap. Mark. Law J.  (2022).
doi:10.1093/cmlj/kmac011

Karlovskaya, E. A., Beregovykh, T. V. & Romanova, L. A. Impact of Financial Literacy
on Overcoming the Consequences of Financial Crises. in Smart Innovation, Systems and
Technologies (2022). doi:10.1007/978-981-16-8829-4 40

Akam, D., Owolabi, O. & Nathaniel, S. P. Linking external debt and renewable energy to
environmental sustainability in heavily indebted poor countries: new insights from
advanced panel estimators. Environ. Sci. Pollut. Res. (2021). doi:10.1007/s11356-021-
15191-9

.Beetsma, R. The Economics of Fiscal Rules and Debt Sustainability. Intereconomics
(2022). doi:10.1007/s10272-022-1021-1

Ghosal, S. & Thomas, D. Informal creditors and sovereign debt restructuring. Indian Econ.
Rev. (2023). doi:10.1007/541775-023-00158-z

. Masso, M., Fernandez-Casal, R. & Taboadela, O. Financialization, confidence, and

sovereign debt markets: The role of Credit Default Swaps in the Southern European debt
crisis. Int. J. Comp. Sociol. (2022). doi:10.1177/00207152221093519

Le, J. K. & Schmid, T. The Practice of Innovating Research Methods. Organ. Res.
Methods (2022). doi:10.1177/1094428120935498

Quispe-Adauto, L. S., Vilcas-Mamani, S. & Vicente-Ramos, W. Sustainability of the
peruvian public debt and its effect on economic growth in the period 2000-2021. Decis.
Sci. Lett. (2023). doi:10.5267/j.ds1.2022.12.001

Kelly, B. Financial literacy and numeracy: exploring the skills and knowledge needed to
survive in complex financial systems. Twelfth Congr. Eur. Soc. Res. Math. Educ. (2022).
Maroso, A. Master * s degree in Finance Final Thesis Growth after Debt Restructuring in
1999-2014 : an econometric analysis. (2022).

van der Straaten, K., Narula, R. & Giuliani, E. The multinational enterprise, development,
and the inequality of opportunities: A research agenda. J. Int. Bus. Stud. (2023).
doi:10.1057/s41267-023-00625-y



Cultivating Financial Resilience 179

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-NonCommercial 4.0 International License
(http://creativecommons.org/licenses/by-nc/4.0/), which permits any noncommercial use, sharing, adaptation, distribution and
reproduction in any medium or format, as long as you give appropriate credit to the original author(s) and the source, provide a link to
the Creative Commons license and indicate if changes were made.

The images or other third party material in this chapter are included in the chapter's Creative Commons license, unless indicated
otherwise in a credit line to the material. If material is not included in the chapter's Creative Commons license and your intended use is
not permitted by statutory regulation or exceeds the permitted use, you will need to obtain permission directly from the copyright holder.


http://creativecommons.org/licenses/by-nc/4.0/

	Cultivating Financial Resilience: Illuminating the Nexus of Financial Literacy, Corruption Perception, and Sustainable Debt Strategies in Ghana



