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Abstract

This paper investigates defence spending in Bulgaria in the context of the COVID-19
pandemic. It analyses military expenditures on both regional and national scales and tries
to compare the post-financial and economic crisis period of the first decade of the 21"
century to the current pandemic situation. The paper argues that it is unlikely that the ever
evolving threat landscape will lead to a significant decrease in defence spending, while
requiring its rethinking in Bulgaria with a focus on investments in technologies and related
activities. Due to the ongoing pandemic and the fact that relatively little time has passed
since its emergence, part of the conclusions drawn are primarily prospective in nature.
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Introduction

While in recent years many states were trying to find a solution to irregular
migration or other problems in some sectors of their economies, since March 2020
the health sector has been proving to be the one that has affected the integrity of
all other activities in almost every country in the world. On 11" March 2020, the
World Health Organization (WHO) declared COVID-19 pandemic (World Health
Organization, 2020), which quickly led to the imposition of a number of restrictive
measures around the world, most of which similar in nature, and which have had a
huge impact on the economy at the national, regional and global levels. The World
Bank (2021, pp. 3-4) estimates that the global economy shrank by 4.3% in 2020,
while in the same year the European Union (EU) gross domestic product (GDP) fell
by 6.8% (Eurostat, 2021a). These data raise a number of questions, including the
one on how to redirect limited available resources and on which sectors should be
prioritized at the expense of others, while keeping in mind many other challenges,
for example the visible dissatisfaction of many citizens and businesses.
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The pandemic-related situation is in the forefront in Bulgaria too. According
to preliminary data of the National Statistical Institute of the Republic of Bulgar-
ia (2021, p. 1), in 2020 GDP of the country decreased in real terms by 4.2% com-
pared to 2019. The pandemic was also one of the most discussed political topics,
especially in view of the parliamentary elections held in April 2021. In such a
context, defence spending remained in the background. In general, the circum-
stances in the security environment suggest that healthcare, education and tour-
ism should be leading in terms of support, investment and recovery. That is why
this article is trying to answer the questions “What impact the current pandemic
situation has had so far and will have on the Bulgarian defence expenditures?”
and “Should it be seen differently in the years ahead?”. In fact, the impact of the
COVID-19 pandemic on the defence sector has been poorly studied, which can
be justified by its ongoing course and related accompanying ambiguities. This in
turn accounts for certain limitations to the scope of the current study, especially
with regard to the considered period of impact of the pandemic and the related
restrictive measures. This is also true for the comparison between the nowadays
economic hardship and the negative economic consequences of the financial and
economic crisis at the end of the first decade of the 21* century. Hence, the main
sources of information on which limited in scope (short-term) predictions can be
made about the impact of the current pandemic on military spending are various
statistical databases such as the Stockholm International Peace Research Institute
(SIPRI) databases and the North Atlantic Treaty Organization (NATO) informa-
tion on defence expenditures of its member countries (NATO, 2021a). The paper
is also trying to contribute to the further and deeper examination of defence ex-
penditures in Bulgaria in times of crisis such as the current one.

Literature review

Defence spending is an area of particular interest to researchers (see for ex-
ample Schmidt, 1987; Looney, 1988; Elveren, 2019) and political actors. This is
mainly due to the fact that it is often involved in political disputes over budget al-
locations, parliamentary and presidential elections, military campaigns and other
important issues for society. Although there are different definitions of the term
defence spending, among the most cited ones are those of SIPRI and NATO. Ac-
cording to the former, “military expenditure include all spending on current and
capital expenditure on (1) the armed forces, including peace keeping forces; (2)
defence ministries and other government agencies engaged in defence projects;
(3) paramilitary forces when judged to be trained, equipped and available for
military operations; (4) military space activities forces and activities” (SIPRI,
n.d.). As for the NATO definition, defence expenditure are assumed as “payments
by a national government actually made, or to be made, during the course of the
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fiscal year to meet the needs of its armed forces, those of Allies or of the Alliance”
(NATO, 2020).

Defence expenditures are frequently seen as an opportunity for increased em-
ployment while at the same time they are in constant competition with other
sectors of the national economy. Their role in economic growth, however, is still
a highly debated and contested topic (for example, Ram, 1995; Ivanov, 2002;
2006). Dunne and Tian (2013, p. 8) note that one particular clear thing about
military expenditure is that ,,in general they come at an economic cost*.

Defence spending and its reduction in times of crisis are used by political ac-
tors to gain votes and influence. For instance, they can be defined as very useful in
maintaining and/or creating jobs, or as harmful to society in the case of increasing
military expenditures at the expense of budgetary resources for other sectors such as
healthcare or education (Sandler, Hartley, 1995, pp. 287-288). Generally speaking,
defence expenditure is a complex field of study due to the lack of transparency and
information on defence, including military industries, which, in turn often involves a
political-strategic dimension (Herrera, Gentilucci, 2013).

As of April 2021, the issue of the impact of the COVID-19 pandemic and
related restrictive measures on defence spending has been poorly studied world-
wide. The main reason for this is that the pandemic is not over and the impact
can currently be seen mainly in the short term. According to Meyer et al (2021,
p. 10), the pandemic has the potential to change the way security and defence are
perceived in the EU, identifying three channels through which this can be done
in practice — by infecting staff working on the Common Security and Defence
Policy (CSDP), including in individual countries; through the domestic and for-
eign policies of individual countries in response to the pandemic and its conse-
quences; and through civil society, non-state groups and individuals who respond
to the crisis and the difference in their perception of risks and opportunities (for
example, through the higher or lower levels of public trust in the state and in its
actions during the pandemic).

Tan (2020, p. 30) suggests that the negative economic impact of the pandemic
will limit defence spending only in the short term, while in the medium and long
term other dynamics driving the arms trade will be of importance, such as ten-
sions along the China-US axis. In other words, military expenditure do not de-
pend only on economic data. The defence spending demand is usually defined by
economic, political and military features (Fritz-Abmus, Zimmerman, 1990, cited
in Fonfria, Marin, 2012, p. 14).

In Bulgaria, the study of the impact of the COVID-19 pandemic is also very
limited. The debate on more or less defence expenditures comes mainly under
the sign of political struggles, which in the last few months could be regarded as
part of an election campaign, taking into account the parliamentary elections held
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on 4th April 2021. In this respect, Tagarev (2020, p. 74) notes that any reduction
of the military budget or the postponement of the implementation of the plan
for its increase will delay rearmament and divert valuable resources, hindering
the contribution of the Bulgarian armed forces to NATO and EU operations and
initiatives.

There is, however, a relatively extensive literature on the relationship between
economic crises and defence spending. This is largely influenced by periods of
economic hardship, the expected NATO and EU membership and later on by Bul-
garia’s accession to these regional organizations. Dimitrov (1999, p. 4) states that
with the end of the Cold war and the dismantlement of the Warsaw Pact, in the
early 1990s new economic circumstances emerged based on which the defence
expenditures had to compete for resources on an equal footing with the other
public sectors. Although a new economic environment was in place, in the 1990s,
the military industrial complex in Bulgaria was still regarded by many, includ-
ing defence producers, as “the ultimate hope for overcoming the then economic
crisis” (Dimitrov, 2002, p. 49).

In the 21* century the financial and economic crisis of 2008 — 2009 played
again a role in the country’s defence expenditures, by bringing about the signifi-
cant decrease of the defence budget. Tsonkov (2013, p. 96) points out that the
economic crisis was a main problem in striking the balance between the budget
and defence capabilities of the Bulgarian army as well as in achieving a high
level of effective defence resource management. However, Tagarev and Velkova
(2014, p. 1) argue that this decrease was in line with other NATO members’ ac-
tions in this regard, and was also due to the more stable security environment.

Defence spending during the COVID-19 pandemic

The rapid development of technology and communications, along with armed
conflicts and terrorism, are normally expected to cause constant changes in the se-
curity environment, which in turn drives up defence and security spending in many
countries, a trend especially visible in recent years. The European Defence Agency
(2021, p. 4), for example, points out that the defence spending of its 26 member
states has been steadily rising over the last five years, reaching €186 billion in
2019, that is, 1.4% of their GDP and 2.9% of their total government spending.
Against this background the COVID-19 pandemic raises the question of its poten-
tial negative impact on defence spending, given that in addition to the health crisis,
an economic one is expected to follow. In this line of thought, the global economic
and financial crisis from the end of the first decade of this century had an adverse
impact on the economic performance of many countries. This was true also in the
case of military expenditures with a steady decline between 2009 and 2014 (EDA,
2021, p. 4), which in turn suggests that from this perspective a similar period can
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be expected in the next few years, given the impact of the pandemic and related
restrictive measures at the national, regional and global levels.

The European Defence Fund sheds some light on what can be expected in
this regard. Its budget of 13 billion euros for the period 2021 — 2027 was initially
proposed in 2018 by the European Commission (European Commission, 2018),
but it was later contested due to the economic difficulties in the context of the
pandemic. For this reason, in June 2020 a budget of 7.953 billion euro (7.104
billion euro at constant prices for 2018) was proposed and in December 2020 the
European Parliament and the Council approved it.

However, it should be noted that despite the deteriorating economic performance
in many countries around the world due to the situation related to the COVID-19
pandemic, as well as the expectations that it will have a negative impact on military
expenditures, in some states the latter actually increased in 2020. Globally, defence
spending reached $1.83 trillion, a 3.9% annual increase in real terms. As a share of
GDP, they increased from an average of 1.85% in 2019 to 2.08% in 2020, as mili-
tary budgets were maintained despite severe economic contractions caused by the
pandemic and the related restrictive measures (McGerty, 2021).

In Europe, the total European defence spending increased by 2% in real terms
in 2020 (McGerty, 2021), although differently across the countries. Especially
significant is the change in military expenditures in Sweden, where in December
2020, a 40% increase for the 2021 — 2025 period was approved, the highest one
in the last 70 years (Keyton, 2020). As for NATO, all member states, with the
exception of Bulgaria, increased their defence spending in the same year (NATO,
2020). Yet it should be mentioned that in the case of Bulgaria there was a decrease
only compared to 2019, when the country set a record in its military expenditures
since joining NATO (fig. 1). In other words, Bulgaria is no exception to the gen-
eral trend of increasing defence spending over the past few years. In 2019 it even
exceeded 3% of GDP, although basically this was due to the purchase of F-16
Block 70 aircrafts. Against this background, it should be stressed that the global
financial and economic crisis had a tangible negative impact on Bulgarian de-
fence expenditures (fig. 1), and only in the last two years certain steps have been
taken to increase them and reach NATO’s 2% defence investment guideline.

To some extent the impact in this regard can be attributed to the National
Plan for Increasing the Defence Spending to 2% of the Gross Domestic Product
until 2024, adopted in 2017. However, according to this document, military
expenditures should reach 2% of the GDP in 2024 in a gradual way (Ministerski
savet, 2017). Instead, this aim was achieved in 2019, posing questions about the
political circumstances behind it.
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Source: NATO (2020), SIPRI (2021), National Statistical Institute of Bulgaria (2021).

Figure 1: Defence expenditure in Bulgaria as a percentage of GDP and annual GDP
growth in % in the period 2007 — 2020

Moreover, in October 2020, the then minister of defence of the Republic of
Bulgaria Krassimir Karakachanov stated that “despite the crisis with COVID-19
and the possible impact on the country’s economy, the Ministry of Defence con-
tinues to work on major projects to modernize the Bulgarian Army”, noting that
investing in the defence sector boosts job creation, “achieved through the devel-
opment of industrial cooperation with leading companies in the military-indus-
trial complex” (Ministerstvo na otbranata, 2020a). This statement came in the
spirit of the opponents of disarmament and the reduction of military spending,
highlighting the possible negative impact on cities and regions in which compa-
nies from the defence industry are located.

However, the smaller size of the Ministry of Defence budget in 2021 compared
to the previous two years is certainly visible, and so are the relatively small funds
provided in the budget program “Research and Technology”, given the importance
of'this field globally. The latter increases compared to previous years, but minimally
—from BGN 9.22 million in 2019 and BGN 9.76 million in 2020 to almost BGN 11

2 According to the Report on the implementation of the budget of the Ministry of Defence
with quarterly information on the expenditures under budget programs 31.12.2020, the
actual costs under Major Program 10 “Research and Development” in 2020 amounted to
BGN 11 541 000.
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million in 2021 (Ministerstvo na otbranata, 2021). Although the budget programme
“Research and technologies” costs have increased several times since the economic
and financial crisis of 2008 — 2009, their amount can nevertheless be regarded as too
small in a time of rapid technological development. Besides, this increase reflects
to a large extent the personnel-related costs (figure 2).
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Source: Ministry of Defence of the Republic of Bulgaria (2009-2021).

Figure 2: Research and Technology Budget Program of the Ministry of Defence
of the Republic of Bulgaria in BGN millions (2009 — 2021)

It should be added that the pandemic is affecting the country’s defence
capabilities and potential not only through changes in defence spending. The
pandemic has also affected the preparation and certification of some formations of
the country’s armed forces in the context of NATO and the CSDP. In one particular
case, the COVID-19 infection led to postponing the Bulgarian participation in a
NATO multinational naval exercise in the Black Sea (Nikolov, 2021). In addition,
as early as the first half of 2020, the implementation of some scheduled forms of
preparation was postponed and was to be carried out later in the same year or in
2021 (Ministerstvo na otbranata, 2020b, p. 15). These delays in the training of the
Armed Forces of the Republic of Bulgaria have the potential to reduce the ability
to perform tasks and the interoperability with partner countries within NATO
and the EU. However, with regard to the participation in operations and missions
in support of international peace and security, in the short term the pandemic
will rather have a limited negative impact on Bulgaria’s involvement, given the
country’s modest presence in such operations and missions at present.
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Discussion

Provided that the difference in defence spending before and during the pan-
demic is not significant or there is even a significant increase, several questions
arise. For example, “Is this at the expense of other sectors of the economy?”
and “Are certain areas of defence spending changing, such as increased resource
allocation for cybersecurity and for the development and use of artificial intel-
ligence?”. The answers to these questions are inevitably related to rethinking
defence expenditures in general.

Even though it is necessary to hold debates on the higher or lower levels of
military expenditures, what is very important but rarely discussed in public per-
tains to their distribution among different programs within a budget. For instance,
Eurostat data show that about half of the defence spending of the 27 EU Member
States in 2019 is for staff salaries and corresponding social security contributions,
while significantly less — 19% — are capital investments such as for example for
new equipment (Eurostat, 2021b).

What is more, in contrast to total defence spending, which in 2019 exceeded
the 2007 levels, investment in defence research and technology recovered much
more slowly, and amounted to approximately EUR 400 million less in the same
year. In addition, member states collectively fail to meet the collective criterion
of spending 2% of their total defence expenditure on defence research and devel-
opment (European Defence Agency, 2021). On the one hand, this may suggest
some expectations about the development of the defence sector after the end of
the pandemic, at least in the short term. Thus, for the most part, the costs associ-
ated with military personnel in many EU countries, including Bulgaria, will be
maintained, while investments in new technologies and equipment are not ex-
pected to increase significantly (and are likely to even decrease in some cases). In
the case of Bulgaria (and not only) such a trend could also be expected in terms
of participation in peace operations and missions.

What should also be taken into account is that very often defence programmes
are multiannual, and can therefore include previously committed expenditure for
future periods (Fonfria, Marin, 2012, p. 16). Hence in the event of an economic
crisis, good budgetary management becomes even more important, considering
that possible mistakes are more visible and have the potential to lead to political
instability. Due to its nature, in times of crisis the defence sector often falls within
the scope of debates for less allocated resources at the expense of other areas
of the economy. At such times, however, it is important not to make very dras-
tic changes, especially if contractual commitments have been made in previous
years, that is, to increase defence expenditures. Penchev (2017, p. 25) notes that
in 2010 the Bulgarian Ministry of Defence made a serious mistake after initially
reducing the cost of purchasing weapons to BGN 10 million amid the financial
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and economic crisis, and then revising the budget and increasing it by BGN 300
million to meet commitments made in previous years. In this line of thought, it
should be highlighted that national defence aims to provide external security and
thus contribute to long-term economic growth, or in other words, defence expen-
ditures may have an adverse effect on current economic growth, yet they are not
necessarily harmful or too high (Ram, 1995, p. 253).

Apart from defence expenditures, the COVID-19 pandemic has affected the
world in many other aspects. The World Bank estimates that between 88 and 115
million people will be pushed into extreme poverty due to the pandemic, bringing
their total number globally to between 703 and 729 million (World Bank, 2020).
It also emphasizes that the pandemic situation is creating deep income inequal-
ity, threatening the achievement of economic recovery and future growth in a
number of regions (World Bank, 2020). In addition, 370 million children have
had no access to nutritious meals as schools were shut in almost 200 countries in
April 2020 as part of the restrictive measures related to the spread of COVID-19
(World Food Programme, 2020, p. 16). All this, in turn, can be seen as a precondi-
tion for the emergence or further aggravating of armed conflicts, which directly
affect the international security environment. What is more, poverty and social
inequality are often seen as factors for the strong presence of organized crime and
terrorist or other armed groups across different regions. In other words, it is likely
that the current pandemic will deepen some of the already existing challenges
to international peace and security. As a result it is unlikely that any significant
decrease in military budgets in the coming years will be witnessed, especially
in countries directly affected by armed conflicts or terrorist activities. Although
Bulgaria cannot currently be seen among them, it is a transit country for many
refugees and migrants apart from being a member of NATO and the EU. Given
the current economic and social background of Bulgaria, new security and eco-
nomic shocks in the Middle East in the coming few years can easily become a
serious challenge to the country in a number of aspects.

In addition to the above-stated, the international security environment is af-
fected by other factors as well. Cyber security is a growing field that along with
many opportunities, poses a number of security threats. In his annual report,
NATO Secretary General Jens Stoltenberg acknowledges the increasing role of
malicious cyber activity in 2020, including misinformation, hacking, and espio-
nage, which are facilitated by the pandemic and technological changes such as
the introduction of 5G wireless communications and the growing acceptance of
connected devices (NATO, 2021b, p. 23). The pandemic has further created cyber
security gaps as many companies and even state institutions have switched to
working from home.
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Against this background, what should Bulgaria do in terms of defence expen-
ditures, assuming the global nature of the security environment and taking into
account the significant changes that have already begun within it? With regard to
this, in February 2021, the former minister of defence Velizar Shalamanov noted
that Bulgaria needs a new rearmament program worth over BGN 15 billion with
a clear focus on technology (Shalamanov, 2021). Also, in the National Cyber Se-
curity strategy “Cyber Sustainable Bulgaria 20207, adopted in 2016, cyberattacks
and impacts through cyberspace are identified as an essential element of modern
hybrid warfare models (Ministerski savet, 2016, p. 43).

Furthermore, Tagarev (2019, p. 186) notes that threats in the digital society are
shifting from conventional military operations to cyber security. However, it is
highly likely that more technologies will mean less human involvement, that is,
less personnel employed. In the case of Bulgaria, this will be a significant chal-
lenge as the biggest part of the military budget is allocated to meeting personnel
needs such as salaries. Put simply, if smart technology and the Internet of Things
(IoT) are widely embedded, we can expect social tensions, for the concept of IoT
and intelligent technology shrinks human labour to a significant extent (Tagarev,
2019, pp. 188-189).

Since cutting costs and life-saving may be identified as the main positive as-
pects of automation in the defence sector, in the long run Bulgaria will not remain
far from such changes. Yet, the country should decide if it will be among the lead-
ing states in this regard and face up to the new security environment and realities
or else, whether it will assume the role to follow suit. Either way, the country
should be prepared in terms of job openings and retraining of military personnel
in order to respond to the technological advancements in the defence and security
sector. It will also mean that Bulgaria should not decrease its defence expenditure
and will probably have to invest more in defence technologies. This is important
not only from the perspective of job security and possible social tensions within
the country. It is also crucial that Bulgaria does not fall behind current and po-
tential adversaries in terms of technological developments, including automation
and artificial intelligence (Al). In fact, the global Al and robotics defence systems
market is expected to increase significantly, driven now also by the COVID-19
pandemic. Taking into account the above-mentioned, it has to be further noted
that investments in technologies should be regarded as purchases from abroad
and own production.

Despite these clear signals and features of the current security environment,
since the end of the totalitarian regime in Bulgaria, almost every single govern-
ment that has been in power has avoided reforms that would have taken a long
time to yield some significant positive results. Instead, they have predominantly
preferred to carry out projects the outcome of which becomes evident within the
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respective term in office, so that these results could be taken advantage of in the
following election campaign. This has been especially visible in the last decade.
The security environment and the global advance of technology suggest that it
is time that Bulgaria should start making significant investments in cyber security
and defence technologies, thus making a further step into the new reality we are
living in. Although defence expenditures are often politically driven, the evolving
threat landscape requires a clear understanding and vision that their decrease or
poor resource management is unlikely to bring benefits to Bulgaria, apart from pos-
sible gains from some short-term political goals, such as improving election odds.

Concluding remarks

The security environment is a subject to constant changes caused by events
and factors of different nature. In the past century the two world wars and the so-
called Cold War have been identified as such, while in the 21 century, these are,
for example, the terrorist attacks of 11" September 2001, the Arab Spring, and
China’s economic and technological boom. Against this background, the COV-
ID-19 pandemic has the potential to change the security environment, among
other possible effects. The ongoing pandemic and the related restrictive measures
have inflicted significant damage to the world economy, including in Bulgaria. A
number of sectors have been affected, albeit to varying degrees. In such a situa-
tion, however, defence spending remains rather unaffected. On the one hand, this
is due to the agreements already made in previous periods, and, on the other hand,
to the ongoing pandemic. The latter is narrowed mainly to the very short time-
frame in order to make more specific assessments about defence expenditures. In
fact, the COVID-19 pandemic impact is likely to be measured in a few years. The
impact will be gauged not only in terms of the higher or lower levels of spending
on defence and security in general, but also in the way we perceive threats and
how we can counter them.

Generally, maintaining or increasing defence spending can be seen positively
in the light of preserving/creating jobs, but also negatively when it comes to
competing for budgetary funds with other important sectors such as healthcare
and education. This is particularly true for Bulgaria where the benefits from the
membership in the EU and NATO are still debated.

Given the constant changes in the security environment, Bulgaria should not
significantly reduce defence spending, repeating the situation after the global
financial crisis. This does not mean investing in seemingly political projects.
Instead investments should be made in accordance with the needs of the Bulgarian
Armed Forces and the country, including the need for interoperability with partner
countries and for technological and resource provision.
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Finally, defence expenditures in Bulgaria should reflect the rapid pace of
technological advancement worldwide, as well the resulting globalisation and
open societies. Therefore, Bulgaria should invest a lot more in research and
technology activities when it comes to its security.
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