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Abstract 

The main objective of the present scientific paper is to reveal the trends in the amount of public expenditures. The 
topic is current as their proper measurement allows to be revealed the scales and characteristics in the development of 
the public sector. The magnitude of public expenditures is determined by the specific functions of the public sector. Modern 
mixed market economy system uses public expenditures in order to produce certain amount of public goods, including 
national defence, environmental protection, health, education, social services. They are necessary to ensure the stability 
of the monetary system, protection of the rule of law and property rights. Through public expenditures society redistributes 
resources from private to public consumption of goods and services. The attention is focused on key macroeconomic 
indicators that influence the amount of public finances as a share, to certain economic indicators. Common measure is the 
ratio of public spending (at all levels of government) and gross domestic product (GDP). At this indicator it is added the 
share of revenue and the budget deficit or surplus to GDP. It is concluded that the amount of public expenditures to GDP 
reflects the share of scarce economic resources allocated by the state. On the basis of concrete statistic data, the dynamics 
of public expenditures in Bulgaria for the period 2011–2015 are analyzed. The emphasis is placed on measuring and 
analyzing trends in public expenditures as the basis for a correct assessment of the budgetary policy. 
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Introduction 

Because of its economical nature, we define 
that public spending are part of the financial re-
sources which the state directs for the development 
of the state and municipal economy, housing, de-
fence and security, as well as integrated services to 
the population. Through budget state cost and the 
budgets municipalities cost the essential national 
and regional needs related to the production of 
goods and services are met [6]. The nature of public 
spending is determined by state and municipal prop-
erty of production capacity and functions of the state 
and municipalities. They express monetary relations 
associated with the distribution and redistribution of 
gross domestic product in national and territorial as-
pect, in order to further develop the capacity and 
raise the socio-cultural level of the population [1]. 
Thus, through public spending, government and mu-
nicipal councils carry out their adopted policy. The 
volume and structure of public spending depends on 
many factors. Until 1989 in budgetary practice there 
was a difference in approach in determining the cost 
of the state budget and the budgets of municipalities. 

Since the beginning of 2012 the amendments 
to the Law on the State Budget came into force, 
which have legitimized national fiscal rules, introduc-
ing restrictions on the amount of expenditure under 
the consolidated fiscal program to 40% of GDP and 
the deficit to 2% of GDP [6]. The effect of these rules 
is to support the effort to achieve a balanced budget 
position on a consolidated level in the medium term, 
providing a buffer to comply with the reference value 
for the budget deficit under the Pact for Stability and 
Growth [5]. 

1. Analysis of public spending in fiscal 2012 

In fiscal 2012 the largest relative share takes 
costs “Economic activities and service” – 60.3% 
of total costs. The rate of reported funds function is 
BGN 2 234.3 mln. or BGN 610.8 mln. cost more 
compared to cost in 2011. 

Second in size are investment costs “Residen-
tial construction, public works and communal 
services”, whose share accounts for 17.1% of the 
capital cost of the CFP. During the year for these ac-
tivities were spent in the amount of BGN 485.2 mln. 
of which Operational Programs BGN 270.8 mln. and 
BGN 173.7 mln. - costs specified by decision of the 
municipal council concerning the maintenance of the 
road network, water, sanitation and other public ser-
vices to the population. The proportion of reported 
costs in Group B “Environmental Protection” is 
23.2%, which compared with profit in 2011 de-
creased by BGN 126.0 mln. in absolute value. 

Investments for the “Defence, security and 
internal order” occupy 5.7 percent of the total re-
ported capital expenditures. The decrease in the 
share of 1.5 p.p. compared to 2011 is mainly due to 
the lower level of expenses related to the implemen-
tation of investment program of the Ministry of De-
fence. 

The amount of investment costs for “Educa-
tion” for 2012 was BGN 224.9 mln., representing 
6.1% of the total reported capital expenditures. Com-
pared to 2011, it was reported an increase in the 
amount of BGN 67.3 mln. mainly due to use a maxi-
mum funding opportunities with EU funds to full day 
organization of the school in secondary schools and 
extracurricular activities of the students. 
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In 2012, to finance investment activities under 
the “General government services” are utilized re-
sources totalling BGN 187.6 mln. which is a share of 
5.1% of the total investment cost. The main part of 

the investment costs associated with the implemen-
tation of major infrastructure projects under Opera-
tional Programme “Transport”. The chart below 
shows the functional distribution of reported for 2012 
capital expenditures (see. Fig. 1). 

 

 
Source: Ministry of Finance: www.minfin.bg 

Fig. 1. Public expenditure by function for 2012 

As can be seen in Table 1., the total general 
government expenditure (incl. The contribution to 
the EU budget) for the year amounted to BGN 
27 828.3 mln., which represents 93.2% of annual 
projections for 2012. Interest payments amounted to 
BGN 572.7 mln. (79.8% of those planned for 2012), 
current non-interest expenses – BGN 22 765.2 mln. 
(99.6% of those planned for the year) and capital ex-
penditures (incl. net increment of state reserve) – 

BGN 3 681.1 mln. (68.4% of the annual plan). The 
costs of the consolidated state budget for 2012, pre-
sented as a percentage of GDP increased by 0.2 
percentage points compared to 2011 – 35.9 percent 
of GDP in 2012 against 35.7% of GDP in 2011. In 
structural terms, social and health costs are the high-
est proportion (43.5%) in the total cost of the CFP 
(excluding the contribution to the budget EU). 

Table 1. Public expenditure by function for 2011–2012 

Expenditure by function 

BGN mln. % of GDP 

Report 
2011 

Pro-
gramme 

2012 

Report 
2012 

Report 
2011 

Programme 
2012 

Report 
2012 

General government services 1 708.5 1 748.1 1 675.4 2.3% 2.1% 2.2% 
Defence and Security 2 831.5 2 702.7 2 802.3 3.8% 3.3% 3.6% 
Education 2 655.3 2 747.1 2 799.2 3.5% 3.4% 3.6% 
Healthcare 3 247.6 3 261.6 3 303.2 4.3% 4.0% 4.3% 
Social Security and Assistance 9 701.7 10 113.0 10 060.9 12.9% 12.4% 13.0% 
Housing construction, Public 
Works, Community Services and 
Environmental Protection 

1 428.5 2 375.7 1 359.2 1.9% 2.9% 1.8% 

Recreation, culture, religious 
activities 513.2 492.7 587.3 0.7% 0.6% 0.8% 

Economic activities and services 3 454.2 4 790.4 3 858.8 4.6% 5.9% 5.0% 
Expenditure non-classified in 
other services 547.0 717.2 572.7 0.7% 0.9% 0.7% 

Total expenditures 26 087.4 28 948.6 27 019.0    

Source: Ministry of Finance: www.minfin.bg  

 

2. Analysis of public spending in fiscal 2013 

The analysis of the investment costs by func-
tional denotation for 2013 shows that the largest rel-
ative share takes costs “Economic activities and 

services” - 49.4% of total costs. The rate of reported 
funds by function is BGN 2 030.9 mln. as the main 
part of spending in this function are included in the 
group “Transport and communications”. 
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Second in size are investment costs under the 
“Housing construction, public works and Com-
munity services”, whose share accounts for 25.4% 
of the capital cost of the CFP. The costs of group A 
“Housing construction, public works and Community 
services” are mainly related to investment activity in 
municipalities in regional development and urbaniza-
tion of settlements. 

The amount of investment costs under the “Ed-
ucation” for 2013 was BGN 244.5 mln., represent-
ing 5.9% of the total reported capital expenditures. 
Of these BGN 114.3 mln. are recorded in the system 
of pre-school and school education and BGN 
41.6 mln. in higher education. Compared to 2012 an 
increase in the amount of BGN 51.1 mln. is reported 

for system of pre-school and school education, 
mainly due to use a maximum funding opportunities 
under different national programs. 

Investments for the “Defence, security and 
internal order” occupy 5.9 percent of the total re-
ported capital expenditures and represent mainly ex-
penses related to the investment program of the Min-
istry of Defence. 

In 2013, for the financing of investment activi-
ties in the “Recreation, culture, religious activi-
ties” are utilized resources totalling BGN 165.0 mln. 
representing 4.0% of the total investment cost. On 
the Figure 2 is presented the functional allocation of 
costs recorded in 2013 (see. Fig. 2). 

 

 
Source: Ministry of Finance: www.minfin.bg 

Fig. 2. Public expenditure by function for 2013 

3. Analysis of public spending in fiscal 2014 

The analysis of the investment costs of the 
functional status for 2014 shows that the largest rel-
ative share costs “Economic activities and ser-
vices” – 40.6% of total costs. The rate of reported 
funds function is BGN 2 004.9 mln. 

The analysis of the investment costs by func-
tional denotation for 2014 shows that the largest rel-
ative share costs “Economic activities and ser-
vices” – 40.6% of total costs. The rate of reported 
funds function is BGN 2 004.9 mln. 

Second in size are investment costs under the 
“Housing construction, public works and Com-
munity services”, whose share accounts for 35.1% 
of the capital cost of the CFP. 

Investments for the “Defence, security and 
internal order” occupy 6,3 percent of the total re-

ported capital expenditures and represent mainly ex-
penses accounted for in the budget of the Ministry of 
Interior and the budget of the Ministry of Defence. 

The amount of investment costs under the “Ed-
ucation” for 2014 is BGN 262.4 mln., representing 
5.3% of the total reported capital expenditures. Of 
these BGN 120.1 mln. are recorded for the system 
of pre-school and school education and BGN 61.3 
mln. for higher education. 

In 2014 to finance investment activities in the 
“Recreation, culture, and religious activities” are 
utilized resources totalling BGN 244.8 mln., repre-
senting 5.0% of the total investment cost. Compared 
to 2013, it is reported an increase in capital expend-
itures under this heading amounted to BGN 
79.8 mln., which is mainly due to the absorption of 
EU funds under the “Rural Development” for con-
struction of facilities and places for sport and the rest 
(see. Fig. 3). 
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Source: Ministry of Finance: www.minfin.bg 

Fig. 3. Public expenditure by function for 2014 

4. Analysis of public expenditure for January 
2015 and January 2016 

As shown in Figure 4, the expenditure under 
the consolidated fiscal program (incl. the contribution 
of Bulgaria to the EU general budget) for January 
2016 amounted to BGN 2 138.8 mln. representing 
6.1% of annual estimates. The costs for the same 
period last year amounted to BGN 2 402.5 mln. Non-
interest expenses amounted to BGN 2 021.8 mln. 

representing 6.2% of the annual estimate. Non-inter-
est current expenditures for January 2016 amounted 
to BGN 1 964.5 mln. (7.4% of the annual plan), cap-
ital expenditures (incl. Net increment of state re-
serve) amounted to BGN 57.3 mln. (0.9% of the 
Budget estimates for 2016). Interest payments 
amounted to BGN 95.1 mln. (11.9% of those planned 
for 2016). The reported costs in the main expendi-
ture groups in January 2015 and 2016 are presented 
in the following graph: 

 
Source: Ministry of Finance: www.minfin.bg 

Fig. 4. Expenditures by consolidated fiscal program for January 2015 and January 2016 

The payment of the Republic of Bulgaria in the 
EU general budget paid for January 2016 from the 
central budget amounted to BGN 21.9 mln. incl.: 

- resource based on value added tax – BGN 
9.4 mln.; 

- traditional own resources (customs duties 
and sugar levies) – BGN 12.5 mln. 

The budget balance under the consolidated fis-
cal program for January 2016 was positive at BGN 
991.6 mln. (1.1% of GDP) is formed by a surplus in 
the national budget amounted to BGN 811.1 mln. 
and surplus European funds amounting to BGN 
180.5 mln. In comparison to January 2015 saw a sur-
plus CFP amounted to BGN 69.1 mln. (0.1% of 
GDP), which means that as a share of GDP budget-
ary position improves by 1.0 percentage point. The 

improvement in the budget position is due to higher 
revenues and grants, as well as lower costs CFP 
compared to the same period of the previous year. 
Revenue growth of 26.7% for the first month of 2016 
significantly ahead of reported gains in revenue for 
January 2015 compared to January 2014 (19.3%) 
for January 2014 compared to January 2013 
(15.8%). The fiscal reserve as of 31.01.2016 was 
BGN 9.2 bln. including BGN 7.2 bln. deposits of the 
fiscal reserve in BNB and banks BGN 1.95 bln. 
claims from European Union funds for certified ex-
penditure and other advances. 
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5. Comparative analysis of public expenditure in 
Bulgaria and the EU for 2011 and 2016 

For 2011–2016 budgetary expenditure of Bul-
garia fell by nearly 6 percentage points of GDP - the 
third largest decline in the EU. So in 2011 the costs 
in Bulgaria are the lowest in the EU (35.6% of GDP). 
2012 is reported level of expenditure from 35.7% of 
GDP, which is close to the level in 2011. The costs 
of the “General government services” are one of 
the biggest cost items. It includes maintenance costs 
of judicial and other state institutions, spending on 
research and more. Here there is a very significant 
decline from 2009 to 2011 – more than 7% of GDP 
to 3.9% of GDP. The decline was due mainly to re-
duced costs for maintenance of state institutions - 
from 5.9% of GDP to 2.8% of GDP. Research spend-
ing remains at the level of 0.3% of GDP, which is in 
line with the average cost of that item in other EU 
countries. In 2011, Defence spending of Bulgaria 
reached the lowest share ever –1.3% of GDP. 

The trend was maintained until 2016, when De-
fence spending will reach 1.1 percent of GDP or 
3.0% of total budget expenditures. Security costs in 
Bulgaria also decreased to 2.5% of GDP in 2011. 
The level remains relatively high – in 2011 the aver-
age EU Member States spend 1.9% of GDP Security 
and Bulgaria 2.5% of GDP. 

The costs of economic activities such as ag-
riculture, transport, communications and energy, are 
higher than the EU average, but similar to levels in 
countries with similar levels of income. Expenditures 

in this field in Bulgaria are distributed mainly to 
transport (2.9% of GDP). Farming allocates 0.5% of 
GDP. These costs will remain a significant and grow-
ing share of the budget of Bulgaria by 2016, which 
will mainly be due to the growing importance of Eu-
ropean means and the related national co-financing. 

Public expenditure on health as a percentage 
of GDP in Bulgaria is not high compared to the aver-
age, but the growth rate is the highest compared to 
other EU countries for the period 2007–2011 At the 
end of 2011, public spending on health to GDP per 
capita in Bulgaria are relatively high compared to 
those in other EU countries. The general trend is ex-
penditure for this sector to decline across the EU. 

Spending on education in Bulgaria decreased 
slightly in recent years and remains well below the 
EU average. Expenditure on education in Bulgaria 
as a share of total budget expenditures is currently 
relevant to the average level in the EU. 

Costs of environmental protection in Bul-
garia are 0.7% of GDP and this share is close to the 
EU average. 

The biggest cost item by functions is social 
costs. As a share of GDP are much lower than the 
EU average, but are very similar to the levels in the 
EU12 which are ranging between 12 and 14 percent 
of GDP. Bulgaria has allocated 36.2 percent of budg-
etary spending for this area, which is close to the av-
erage in Europe from 39.9% for 2011. Differences 
are in the structure of these costs. 9.8 percent of 
GDP spent on pensions in Bulgaria, and this share 
is among the highest in the EU (see. Table 2). 

Table 2. Public expenditures by function for Bulgaria an EU for the period 2011–2016  

 

% of GDP % of total budget costs 

2011 2016 
EU -27 
2011 

2011 2016 
EU -27 
2011 

General government services 3,9 4,3 6,6 10,8 11,9 13,4 
Defence  1,3 1,1 1,5 3,5 3,0 3,1 
Social order and Security 2,5 2,3 1,9 7,1 6,3 3,9 
Economic activities 4,2 5,7 4,0 11,8 15,7 8,1 
Environmental Protection 0,7 0,9 0,9 2,1 2,5 1,8 
Housing construction, Public 
Works, Community services 1,2 1,5 0,9 3,4 4,1 1,8 

Healthcare 4,6 4,0 7,3 12,9 11,0 14,9 
Recreation, culture, religious 
activities 0,7 0,6 1,1 2,1 1,7 2,2 

Education 3,6 3,4 5,3 10,2 9,4 10,8 
Social protection 12,9 12,5 19,6 36,2 34,4 39,9 
Total expenditures 35,6 36,3 49,1 100 100 100 

Source: Ministry of Finance: www.minfin.bg  

 
Government spending haс particular im-

portance and are a key tool for participation in public 
life. They provide cash the broad impact on produc-
tion and consumption, social activity, reproduction of 
labor resources, the international division of labor 
security [3]. The adjustment of fiscal policy and the 
budget to economic and social realities in the coun-
try is important as a relatively balanced development 
of economy and social relations [2]. 

Implication and Recommendation 

Public expenditure policy should be strength-
ened in the following areas: 

- striving to reduce government spending as 
a share of GDP, but their absolute size in-
creases proportionally to growth. 
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- focus on the restructuring of government 
spending in order to enhance the stimulat-
ing functions and directing them towards 
the realization of strategic objectives. 

- budget-spending policy to comply with the 
economic principle. 

- targeted pooling of a multi budgetary sys-
tem and create a budget-expenditure in-
struments and mechanisms of influence 
and control at national, sectoral and re-
gional level [4]. 

- introduction and implementation of new 
budgetary technologies to improve the 
budget process. 
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