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I. GENERAL CHARACTERISTICS OF THE DISSERTATION

This doctoral thesis focuses on the specific aspects of intergenerational
succession in family firms, examining the factors that influence the effective transfer
of ownership and managerial control across generations. The analysis is grounded
in theoretical models and empirical evidence, with the aim of identifying best
practices, risks, and opportunities for the sustainable development of family
enterprises within the contemporary economic environment.

The relevance of the topic is determined by the convergence of several
interrelated processes.

First, a substantial proportion of family enterprises in Bulgaria and across the
European Union are currently undergoing a stage of intergenerational succession, in
which founders from the baby-boomer generation are withdrawing from active
management, transferring not only leadership functions but also strategic
responsibility.

Second, the contemporary economic environment is characterised by a high
degree of uncertainty, intensified regulatory requirements, and the imperative of
adaptation to the principles of sustainable development, including ecological and
social accountability.

Third, within the Bulgarian context, there is a notable absence of
institutionalised mechanisms for consultation and support in matters of financial
succession, which creates a gap in the entrepreneurial infrastructure and hinders the
sustainable development of family businesses.

Against this background, the topic acquires not only theoretical relevance but
also considerable practical significance for economic stability, intergenerational
continuity, and the long-term competitiveness of family enterprises.

Aim and Objectives of the Doctoral Thesis
The aim of this doctoral thesis is to develop an integrated, evidence-based
framework addressing the financial dimensions of intergenerational succession in
family businesses in Bulgaria. This framework combines theoretical models,
evaluative and financial instruments, empirical validation, and actionable
recommendations for enterprises and policy-making.
Specific Objectives:
e To systematise the theoretical foundations and the Bulgarian context of family
business and intergenerational succession.
e To identify and quantitatively assess the key financial factors influencing the
value and success of ownership transfer.
e To design and validate practice-oriented instruments, including an evaluation
methodology and composite indices (e.g. liquidity).
e To formulate concrete recommendations for policies, financial products, and
advisory support tailored to the Bulgarian environment.



Research Tasks:

To map and operationalise the core concepts: family enterprise/family firm,
family business, succession, transfer, and inheritance, through a review of
legal and economic definitions within the EU and Bulgaria.

To synthesise the literature: conduct a systematic review of international and
Bulgarian studies; identify gaps and relevant models.

To analyse the legal framework: examine the Inheritance Act, the Commercial
Act, and related legislation; map procedural bottlenecks in the transfer
process.

To undertake empirical research using panel data from balance sheets and
income statements: build a database of family enterprises and apply index
construction and regression analysis to identify financial profiles with a high
probability of successful transfer.

To investigate change management processes in family enterprises in relation
to succession and business transfer.

To analyse the development of family business in Europe and identify good
practices for promoting its sustainability at the regional level.

To propose potential solutions to support succession and business transfer in
Bulgaria.

To analyse existing financial instruments and develop proposals for new or
improved tools to facilitate business transfer in family enterprises in Bulgaria.
To formulate recommendations for enhancing financial support for SMEs at
the national level.

Hypotheses:

H1: A higher Intergenerational Readiness Measure (IRM) is statistically
significantly and positively associated with greater overall liquidity.
Interpretation: Firms with stronger preparedness for succession exhibit a more
favourable ratio of current assets to liabilities, thereby enhancing flexibility
during transitional periods.

H2: A high IRM predicts higher quick liquidity. Interpretation: Businesses
prepared for succession optimise readily realisable assets, reducing
dependence on inventories.

H3: IRM correlates positively with the level of immediate liquidity.
Interpretation: Firms pursuing an active succession strategy maintain larger
cash reserves to address critical contingencies.

H4: A higher IRM is associated with a greater share of cash relative to total
assets. Interpretation: Succession readiness fosters the creation of a “liquidity
buffer”, facilitating financial stability during structural change.

Object and Subject of the Research. The object of this study comprises the
transformational processes associated with the transition of ownership and
management within family enterprises, examined in the context of both the
Bulgarian and the wider European economic environment. Particular emphasis is
placed on the characteristics of intergenerational succession and its impact on the
sustainability and competitiveness of family businesses.
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The subject of the research encompasses the financial dimensions, mechanisms,
and instruments through which the processes of succession and transfer may be
supported, with a focus on readiness for transfer, sustainability, and the optimisation
of accompanying financial decisions. Special attention is devoted to the IRM (Index
of Readiness for Mobility) as an indicator of liquidity and preparedness for business
transfer.

Research Methodology. The methodology employed in this doctoral thesis is
closely aligned with the defined object, subject, aim, and research tasks. In the
development of the study, the following theoretical and empirical methods have
been applied:

e Scientific Analysis. A review and analysis of specialised academic literature

relevant to the topic of the dissertation.

e Dialectical Approach. Examination of the state and evolution of European and
national strategic and regulatory documents.

e Comparative Analysis. Comparison of the conditions under which the
processes under investigation unfold.

e Analytical Procedures. The results of the study are processed, analysed, and
synthesised through the application of analytical, logical, and statistical
methods and techniques.

Validation and Dissemination. A number of the results presented in this
doctoral thesis have been subject to scholarly discussion within specialised forums
and academic conferences. They have been published in the form of reports and
peer-reviewed articles in journals dedicated to research on family entrepreneurship,
succession, and business transfer.

Furthermore, these results constitute a substantial part of the analytical
foundation of the international project Succession and Transfer of Business in
Regions — STOB Regions.

Within the framework of the international project of the University of
Agribusiness and Rural Development (UARD) — INVEST: European University
Alliance, the doctoral candidate has participated actively both as a representative of
the Regional Development Agency with Business Support Centre for SMEs —
Plovdiv (RDA BSC SMEs), and as a representative of the University.

As part of the activities under INVEST, and in direct connection with the concept
of “living laboratories”, a Regional Platform for Business Transfer has been
developed. This initiative represents a logical continuation of the efforts undertaken
within the STOB Regions project, building upon the accumulated experience and
expanding the scope of supported businesses and initiatives.

Limitations of the Doctoral Research

This doctoral study demonstrates significant empirical results; however, it is
subject to certain limitations that must be acknowledged when interpreting the
findings and when considering the extrapolation of results to other contexts. The
principal limitations are as follows:



e Contextual Specificity. The results are strongly influenced by regional
characteristics and the institutional environment within the Bulgarian
economic context. These specificities restrict the possibility of direct
extrapolation to other jurisdictions, particularly those with different cultural,
legal, and managerial systems.

e Limited Access to Primary Data. The research relies exclusively on
secondary accounting data from balance sheets and income statements,
without the inclusion of surveys, interviews, or case studies. This approach
limits the capacity to analyse motivational, cultural, and managerial factors
that also affect succession and transfer. Consequently, the study focuses on
objectively measurable financial parameters but cannot address subjective
aspects such as personal preferences, family dynamics, and managerial styles.

e Absence of Public Registers for Family Enterprises. Bulgaria lacks an
official legal definition and administrative register of family firms, which
complicates the identification of the target group. As a result, selection was
conducted through alternative criteria and supplementary sources, which may
affect the representativeness of the panel dataset.

e Temporal Scope of the Study. The analysis covers data for the period 2010—
2019, thereby excluding earlier processes of business transfer as well as
potential long-term consequences of ownership and management succession.
Although the economic environment evolves, the relationship between
liquidity and transfer readiness is structural and remains valid.

e Limited Sample Size. The study was conducted on a restricted number of
family enterprises — twelve — which necessitates caution in formulating
generalisations. Although these firms were purposefully selected and met
predefined criteria, the small sample size constrains the statistical power of
the analyses.

e Sectoral Concentration. A substantial proportion of the available accounting
data relates to firms in the trade and manufacturing sectors, which limits the
generalisability of the results to other areas such as agriculture, cultural
industries, or high value-added services. Future research should broaden the
scope to include underrepresented sectors.

These limitations, while inherent to the research framework, do not
compromise the validity of the results obtained. On the contrary, they delineate
avenues for further development in future studies, including the integration of
primary data, sectoral expansion, testing of non-linear relationships, and the design
of interactive evaluation instruments.

1. SCOPE AND STRUCTURE OF THE DISSERTATION

The dissertation has been developed with a total length of 184 pages. Its
content is structured in accordance with the defined research theses, aims, and
objectives, and is aligned with the object and subject of the study. The overall



structure comprises an introduction, four chapters, a conclusion, a bibliography
containing 120 titles (nine in Cyrillic and 111 in Latin script), appendices, and a list
of tables, graphs, figures, and icons. The content is presented in the following
sequence, beginning with the introductory section, followed by the four substantive
chapters, and concluding with the final remarks, the bibliography, and the
supplementary materials:

List of Abbreviations
Introduction
Chapter One. Theoretical Foundations of Family Business and Succession Processes
1.1. Family Business — An Introduction
1.2. Family and Traditional Enterprises in Bulgaria
1.3. Analysis of the Dynamics, Sustainability, and Prospects of Family Business in
Bulgaria (2015-2023) Based on Official Data from the National Statistical Institute Conclusions
to Chapter One
Chapter Two. Analysis of Challenges and Solutions in Business Transfer and Succession
2.1. Conceptual Framework of Business Transfer and Succession
2.2. Strategic Planning of Business Transfer and Succession as Part of Corporate Strategy
2.3. European and International Practices Supporting Business Continuity
2.4. Solutions and Approaches to Supporting Business Succession and Transfer in Bulgaria
Conclusions to Chapter Two
Chapter Three. Specifics of Financing and Valuation of Family Business During Transfer
3.1. Sources of Financing for Family Business Transfer and Succession
3.2. Financial Instruments and Mechanisms for Structuring Transfer Transactions
3.3. Tax Aspects and Optimisation of Financial Decisions
3.4. Methods and Approaches for Valuing Family Business
3.5. Factors Influencing the Value of Family Business During Transfer
3.6. Strategies for Maintaining and Enhancing Firm Value Before, During, and After
Succession Conclusions to Chapter Three
Chapter Four. Empirical Research and Policy Recommendations for Bulgaria
4.1. Methodology of the Empirical Study
4.2. Empirical Research and Analysis of Results
4.3. Recommendations for Improving Financial Support and Policies for Family Business
Transfer and Succession in Bulgaria Conclusions to Chapter Four
Conclusion
Bibliography
Appendices List of Tables, Graphs, Figures, and Icons

I11. Integrated Overview of the Dissertation

INTRODUCTION

The introduction to this doctoral thesis substantiates the relevance and
significance of the research, which addresses the transfer and succession of family
businesses in Bulgaria and Europe. It emphasises the role of family enterprises as a
key factor in economic stability, while drawing attention to the vulnerability inherent
in the process of intergenerational transition. The conceptual framework of the study
Is presented, encompassing the object and subject of the research, the central theses,




aims and objectives, the methodological toolkit, the validation of results, and the
limitations of the investigation.

CHAPTER ONE. THEORETICAL FOUNDATIONS OF FAMILY
BUSINESS AND SUCCESSION PROCESSES

The first chapter comprises three sections and a concluding part. It outlines
the fundamental role of family enterprises in both global and European contexts,
emphasising their dual economic and social function. The chapter systematises the
principal definitional approaches, highlighting that the absence of a unified
definition — particularly in Bulgaria — creates challenges for policy development and
access to finance. This situation necessitates clear terminological distinctions and
adapted definitions tailored to the purposes of the research.

The opening section “Family Business — An Introduction* presents the
theoretical foundations of family business, including definitions, typologies, and the
specific characteristics of ownership and management. It introduces the subject of
family enterprises and demonstrates their importance as the backbone of the
European economy, contributing substantially to gross domestic product (GDP) and
employment across the European Union. Family businesses not only provide
economic stability but also play a pivotal role in social development, regional
integration, and innovation. They are not merely economic entities but also social
institutions that combine business objectives with intergenerational values. Support
for family enterprises through targeted policies and financial mechanisms is
therefore of critical importance for the future of the European economy.

The Concept of the “Family Firm” has been the subject of sustained scholarly
debate, with the literature distinguishing two principal approaches: structural and
processual. Structural definitions emphasise formal criteria such as ownership and
managerial control (Diaz-Moriana et al., 2018), whereas processual definitions focus
on cultural and behavioural characteristics (Chua, Chrisman and Sharma, 1999;
Davis, 2018; Birdthistle & Hales, 2023). Leading studies recommend the
operationalisation of the definition in accordance with the specific aims of the
research, taking into account cultural particularities and the interplay between formal
and informal managerial practices.

Although family enterprises have existed for centuries and have played a key
role in Europe’s economic development, for a long time there was no unified
definition of the term family business at the European level. The need for
harmonisation in defining family enterprises has therefore been repeatedly
emphasised. The European Commission and European Family Businesses (EFB)
largely share the following common definition (2014), according to which an
enterprise, regardless of its size, is considered a family business if:

e The majority of decision-making rights are held by the natural person(s) who
founded the enterprise, or by the natural person(s) who acquired the share
capital of the enterprise, or by their spouses, parents, children, or direct
descendants of the children.

e The majority of decision-making rights are direct or indirect.



e At least one representative of the family or relatives is formally involved in
the management of the enterprise.

¢ In the case of publicly traded companies, the definition of a family enterprise
applies if the person who founded or acquired the enterprise (the share
capital), or their family members or descendants, hold 25% of the
decision-making rights conferred by their shareholding.

The European Commission (2025) encourages the application of the proposed
definition of family business with the aim of standardising understanding and data
collection across Europe. In Bulgaria, despite the use of a statistical definition
(National Statistical Institute, n.d.), the absence of a clearly regulated normative
framework restricts the access of family enterprises to targeted forms of support and
financing, and complicates the addressing of their specific needs within national
small and medium-sized enterprise policies. Alongside the European definition,
additional formulations are applied in the Bulgarian context (Ministry of Economy,
2021; Bulgarian Development Bank, n.d.; United Bulgarian Bank, n.d.; EY
Bulgaria, 2024), reflecting diverse institutional and practice-oriented approaches to
the understanding of family business. Academic literature likewise lacks a unified
definition, with different authors emphasising distinct dimensions of the
phenomenon. The most widely accepted definition, however, rests upon three key
criteria: ownership structure, managerial participation, and generational continuity.

In the dissertation, a distinction is made between two widely used concepts in
the academic literature — family business and family firm or family enterprise. There
IS a certain overlap between the concepts of family business and family
firm/enterprise, yet they carry different emphases and nuances in their usage. The
term family business may be regarded as a broader category that encompasses any
economic activity controlled and managed by members of a single family, with the
primary focus placed on family ownership and managerial involvement, irrespective
of the legal form of the organisation.

The terminological distinction between the concepts of family business and
family firm/company in the context of financial transfers and succession should not
be regarded merely as a semantic clarification, but rather as a necessary precondition
for valid financial interpretation and for conducting in-depth research on succession
processes. Clear definition of these terms provides the basis for determining
financial responsibility and accountability in asset transfers, for identifying risks
associated with ownership and control, and for tracing intergenerational financial
flows. In this sense, terminological clarity not only supports theoretical analysis but
also carries practical significance for the development of effective mechanisms for
managing succession processes in family enterprises.

Within the framework of the present study, original definitions of the
concepts family business and family firm/family enterprise are proposed. These aim
to integrate existing theoretical approaches, to provide clarity in terminological
distinctions, and to reflect the specificities of the Bulgarian context, while also
responding to the analytical requirements associated with business transfer and
succession.



By family business is understood an economic activity carried out by one or
more natural persons connected through kinship or marital ties, who exercise
substantial control over the ownership, management, and strategic orientation of the
enterprise. This type of business is characterised by the presence of intergenerational
continuity as either an objective or a practice, by the combination of economic
rationality with emotional and social bonds, and by the use of formal or informal
decision-making mechanisms grounded in family values and identity. In this way,
the definition integrates both the structural and the processual approach, while taking
into account the cultural specificities and the dynamics of family relations within the
business context.

By family firm or family enterprise is understood a legally distinct economic
entity in which the majority of decision-making rights are held by the founder or
their direct heirs, with at least one family member formally participating in the
management, and with a clearly expressed intention to transfer ownership and
governance to the next generation. In addition, this type of enterprise maintains
accountability through official financial documentation (balance sheet, income
statement), which enables analysis of liquidity, debt mechanisms, and asset transfer.

The principal focus of the dissertation is placed on the concept of the family
firm/enterprise, owing to its clearer definition and greater analytical applicability.
This concept is preferred in the context of the present study for the following
reasons:

e it possesses a clearly defined legal form, which facilitates the identification
and classification of entities;

e it maintains distinct financial statements — including the Balance Sheet and
the Income Statement — which serve as the basis for conducting in-depth
financial analysis;

e it presupposes the existence of generational continuity, which constitutes a
key element in the analysis of ownership transfer and succession of
managerial control.

The second section ,,Family and Traditional Enterprises in Bulgaria*
presents a comprehensive scholarly analysis of family and traditional enterprises in
Bulgaria, examining their economic role, the political and legal framework within
which they operate, as well as the mechanisms of continuity and transfer.

It is emphasised that family enterprises constitute an essential part of small
and medium-sized enterprises (SMEs), particularly in regions with limited
resources, where they provide employment, stability, and local investment. They are
regarded as key elements of the business ecosystem, whose sustainable functioning
generates a multiplier effect on suppliers, clients, and labour markets. In this context,
European and national policies place a strong emphasis on business continuity and
transfer, viewing them as a more effective instrument for growth and employment
compared to the establishment of new firms.

Bulgaria implements policies in line with the European Small Business Act,
while the National SME Strategy 20212027 for the first time recognises family
firms as a distinct category.
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The legal framework in Bulgaria does not contain a specific law on family
enterprises, and succession is therefore regulated through the general provisions of
inheritance, commercial, tax, labour, and family law, supplemented by European
regulations. Key acts analysed include the Inheritance Act, the Commercial Act, the
Family Code, the Labour Code, and tax legislation, as well as European instruments
such as Regulation (EU) No. 650/2012 and Directive 2001/23/EC. Particular
attention is devoted to the specificities of different legal-organisational forms (sole
proprietorship, limited liability company, single-member limited liability company,
joint-stock company, single-member joint-stock company) and to succession
mechanisms — inter vivos (during lifetime, through sale, donation, enterprise transfer
agreements, transformations) and mortis causa (through inheritance, wills,
hereditary shares, reserved portions). Consideration is also given to the impact of
family law regimes on the inheritance of shares and stocks, the protection of
employment in enterprise transfers, and the tax treatment of different transactions.

Alongside legal instruments, the text highlights practical contractual
mechanisms for managing succession and transfer — family charters, shareholder
agreements, preliminary contracts — which enhance predictability, reduce the risk of
conflict, and facilitate the sustainable governance of family enterprises. The
paragraph thus delineates family and traditional enterprises as a strategically
significant segment of the Bulgarian economy, operating within a complex yet
fragmented regulatory framework. The absence of a specialised legal status is
compensated by existing general legal instruments and contractual practices, while
institutional recognition in the National SME Strategy represents an important step
towards more targeted policies for their support and sustainable development.

The third section ,,Analysis of the Dynamics, Resilience, and Prospects of
Family Business in Bulgaria (2015-2023) Based on Official NSI Data* provides
a comprehensive analysis of the dynamics, resilience, and prospects of family
business in Bulgaria for the period 2015-2023, based on official data from the
National Statistical Institute (NSI). The text is structured as a scholarly study that
examines both the national level and the regional disparities among the six planning
regions (NUTS 2).

The analysis traces key indicators — the number of active family enterprises,
employed and hired persons, the average firm size, and the relative share of
employees in total employment. At the national level, the number of family
enterprises increased moderately from 103,365 in 2015 to 107,005 in 2023, with a
decline during the pandemic years and subsequent recovery. The number of
employed persons fell from 399,414 to 391,575, with the decrease concentrated in
2020-2021 and not fully compensated by 2023, while hired employees contracted
more sharply — from 319,821 to 297,622 — reducing their relative weight in total
employment. The average firm size declined from 3.87 to 3.66 employees, and the
share of hired labour in total employment decreased from 80.1% to 76.0%, signalling
a stronger reliance on family labour and self-employment. The data thus reveal
moderate growth in the number of enterprises, accompanied by a reduction in overall
employment and particularly in hired labour. This results in smaller firms that
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increasingly depend on family labour and self-employment. The COVID-19
pandemic triggered a decline in 2020-2021, but the number of enterprises recovered
more quickly than employment, which remained below pre-pandemic levels.

The regional analysis shows that in 2023 the South-West region concentrated
33.26% of enterprises, 32.69% of employed persons, and 33.37% of hired
employees, consolidating its position as the leading employment centre. The
South-Central region also increased its relative importance across all three
indicators, while the South-East and North-East regions lost ground, particularly in
hired employment. The North-West and North-Central regions remained relatively
stable. In absolute terms, the South-West region in 2023 comprised 35,589
enterprises, 128,006 employed persons, and 99,303 hired employees, followed by
the South-Central region with 22,365 enterprises, 83,958 employed persons, and
63,563 hired employees. The regional analysis thus highlights the leading role of the
South-West region, which concentrates the largest share of enterprises, employed
persons, and hired employees, followed by the South-Central region. The North-East
and South-East regions lost relative positions, while the North-West and
North-Central remained stable. This structure indicates a trend towards more firms
with smaller teams and a lower share of hired labour, interpreted as an adaptive
strategy to reduce labour costs.

The functional effect of this “lightened” structure is twofold: on the one hand,
it enhances short-term resilience through lower fixed costs, but on the other, it may
constrain growth capacity and professionalisation if not accompanied by investment
in technology, processes, and skills. This has direct implications for the prospects of
succession and transfer in family enterprises.

Overall, the outlook for the period 20252030 is linked to the need for targeted
preparation for succession and transfer, professionalisation of management,
digitalisation, and careful structuring of financial mechanisms. Regional disparities
In employment structures and access to resources suggest differentiated policies to
ensure smooth continuity and a more balanced distribution of the economic benefits
of family business in Bulgaria.

Conclusions from Chapter One.

Chapter One outlines the theoretical and contextual framework of family

business, drawing the following key conclusions:

e Operationalisation of the concept of family business: The formulation of clear
criteria for the identification of family enterprises is a necessary condition for
valid comparisons and empirical analysis. The absence of an official legal
definition hinders statistical monitoring and the design of targeted policies.

e Economic significance and heterogeneity: Family enterprises make a
substantial contribution to employment, GDP, and regional resilience, yet
they are highly heterogeneous in terms of size, sector, and governance model.
This calls for a differentiated approach to their assessment and support.

e Legal and regulatory framework — fragmentation without specialised status:
Inheritance and commercial law provide the foundation for business transfer,
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but specific mechanisms for managing succession are lacking (e.g. simplified

procedures for intra-family transfers, tax neutrality in restructuring). This

generates transaction costs and legal uncertainty.
Chapter One outlines the fundamental role of family enterprises at both the global
and European levels, emphasises their dual economic and social function, and
systematises the principal definitional approaches. It highlights that the absence of
a unified definition — particularly in Bulgaria — poses challenges for policymaking
and access to finance, thereby necessitating clear terminological distinctions and
adapted definitions for the purposes of the study.

CHAPTER TWO. ANALYSIS OF CHALLENGES AND SOLUTIONS
IN BUSINESS TRANSFER AND SUCCESSION comprises four analytical
sections followed by a set of conclusions. It is devoted to the examination of the
principal challenges and potential solutions associated with the transfer of ownership
and managerial control within enterprises. The discussion integrates strategic
approaches, highlights exemplary international practices, and advances proposals
aimed at strengthening institutional support mechanisms in Bulgaria.

The first paragraph ,,Conceptual Framework of Business Transfer and
Succession“ presents the conceptual framework of business transfer and succession,
examined in both scientific and practical contexts.

It is noted that business succession constitutes a critical process for the
sustainability and long-term competitiveness of family enterprises. It encompasses
not only the formal transfer of ownership but also the transmission of leadership,
organisational culture, and strategic vision. In the scholarly literature, succession is
conceptualised as a complex social and organisational phenomenon, in which the
successor’s motivation, trust, communication, and preparation through training and
participation in management play a pivotal role.

At the international level, business transfer is defined as the transfer of
ownership and management of an existing enterprise — whether through intra-family
succession or external sale. The European Commission regards it as a strategic
process for safeguarding economic activity and preserving employment,
emphasising the necessity of timely planning and institutional support. In the
Bulgarian context, business transfer is regulated by the Commercial Act and the
Inheritance Act, while the National SME Strategy (2021-2027) recognises it as a key
mechanism for ensuring economic resilience in the face of demographic challenges.

The author proposes his own definition of business transfer and succession.
The author’s definition of “business transfer and succession” conceptualises these
processes as multidimensional mechanisms through which the ownership,
management, and strategic leadership of an existing enterprise are transmitted from
one entity to another — whether within the family or to external parties. They are not
confined solely to legal and economic components but also encompass social,
cultural, and organisational dimensions, which necessitate careful planning,
adaptation, and institutional support.
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In this respect, business transfer and succession should be regarded as
strategic, socially conditioned, and legally regulated processes, the successful
implementation of which requires systematic preparation and targeted policies that
ensure the sustainability and long-term viability of entrepreneurial activity. In other
words, business transfer and succession encompass not only legal and economic
dimensions but also social, cultural, and organisational ones. They are thus
conceptualised as strategic and socially conditioned processes necessitating
systematic preparation and purposeful policies.

The literature highlights various models of succession. The classical model of
Longenecker & Schoen (1978) emphasises the phased transition between
generations; the IRM model (Al-Zageba, 2024) focuses on the management of
hereditary risks through the assessment of financial resilience and liquidity; while
Liu’s multidimensional model (2018) integrates social capital, institutional trust, and
financial preparedness. In the Bulgarian context, diverse approaches are observed —
ranging from traditional family succession, through management buyouts and sales
to external investors, to spin-off models, franchising, and licensing.

Business transfer and succession are described as a multidimensional process
in which legal, financial, managerial, and social factors intertwine. Successful
continuity depends on strategic planning, the preparation of successors, the
establishment of financial buffers, and institutional support, which together
guarantee the sustainability and long-term viability of family enterprises.

The second paragraph ,,Strategic Planning of Business Transfer and
Succession as Part of Corporate Strategy“ presents the strategic planning of
business transfer and succession as an integral component of corporate strategy,
examined in depth through contemporary theoretical models and empirical
observations.

It is emphasised that succession should not be regarded as an isolated HR
procedure but as an integrated element of corporate strategy. It must be aligned with
the enterprise’s market position, resources, and growth objectives. The concept of
“parallel planning” synchronises business and family goals through clear rules
concerning roles, ownership, and the involvement of successors. Particular emphasis
Is placed on strategic coherence — the successor’s profile should correspond to the
strategic trajectory of the firm (expansion, diversification, professionalisation) in
order to avoid post-transition “strategic drift.”

The managerial architecture encompasses a board with independent directors,
a family council, and a family charter, all of which enhance the legitimacy of
decisions. Risk management entails scenarios for the sudden withdrawal of the
leader, insurance, trusts, and financial buffers. The codification of knowledge
through manuals, process maps, and meetings with key clients accelerates the
successor’s adaptation.

Empirical studies demonstrate that early and formalised planning (five to ten
years in advance) increases preparedness and reduces the risk of conflict.
Conversely, delay leads to a ‘“succession conspiracy,” characterised by hidden
resistance and ambiguous criteria. The founder plays a pivotal role, gradually
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delegating responsibilities and assuming a mentoring position. The board of
directors structures the process and balances the interests of the family and the
business.

Successful succession is a multifactorial process in which personal,
managerial, organisational, and financial elements interact. The successor’s
readiness is shaped through education, rotation across key functions, external
experience, and mentoring. A fair process, based on transparent criteria and the
inclusion of stakeholders, enhances legitimacy and commitment. The financial
architecture — clear rules on dividends, liquidity, and tax-inheritance planning —
protects against forced sales. Family culture and values support identity and facilitate
difficult decisions.

Succession is also viewed as a process of organisational change requiring the
integration of change management models (Kotter, ADKAR). Key elements include
creating a sense of urgency, building a coalition of supporters, articulating a clear
vision, achieving short-term wins, and institutionalising new practices. Effective
communication and knowledge codification create organisational memory and
facilitate the transition.

Strategic succession planning proceeds through successive stages: diagnosis
of the starting point, design of the succession model, development of the successor,
phased transition, and post-transfer consolidation. Success is measured by the
retention of key talent, stability of financial results, client and employee satisfaction,
and adherence to the timeline. The main risks — an unprepared successor, unclear
roles, conflicts, and liquidity shocks — can be mitigated through advance planning,
an independent board, and financial buffers.

When succession is strategically conceived, based on clear roles, a fair
process, and disciplined execution, it becomes a catalyst for organisational renewal
and the long-term sustainability of the family business.

The third paragraph ,,European and International Practices Supporting
Business Succession presents European and international practices for supporting
business succession (including the STOB regions project, in which the author is a
direct participant), examined as a set of policies, financial instruments, and
institutional mechanisms aimed at facilitating the transfer and succession of
enterprises.

At the level of the European Union, succession is systematically addressed
through strategic documents and initiatives. As early as COM(2006)117, emphasis
was placed on the fact that successful transfers constitute a more effective source of
growth and employment than the creation of new firms. The European Commission
recommends measures for early planning, reduction of transaction costs, facilitation
of access to finance, and the establishment of advisory networks. More recent
initiatives include national succession plans, standardised procedures, and platforms
for “matching” sellers and buyers. EU financial instruments — COSME, InvestEU,
and the guarantees of the European Investment Fund — provide credit and
quasi-equity resources for SMEs. In addition, good corporate governance and family
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control mechanisms are institutionalised through international guidelines such as
those of the IFC.

National practices in the Member States combine tax incentives, simplified
procedures, and specialised funds. Germany, France, and the Netherlands offer
reduced or zero inheritance tax rates on the condition that business activity and
employment are maintained. Austria and Finland facilitate registration and transfer
procedures, while France and Spain develop guarantee funds and credit lines for
successors and management. In several countries, online brokerage platforms and
competence centres operate, together with educational programmes for successor
preparation.

Concrete actions developed within the STOB regions project are also
presented: Germany establishes competence centres and succession clubs; Denmark
introduces mentoring programmes and consultation vouchers; Poland builds a
“Successors’ Network™; Finland and Romania create service and advisory platforms;
Slovenia and Spain develop regional training programmes and financial products.
Bulgaria adapts these proposals through improvements in the National SME Strategy
2021-2027.

Structured programmes outside the EU are likewise described. In the United
States, the Small Business Administration supports acquisitions through the 7(a)
Loan programme and advisory centres. In Canada, ESOP schemes are employed for
phased succession alongside tax reliefs. In Japan, a special inheritance tax system
(BSTS) operates, complemented by a network of “succession centres” providing
expert support.

A comparative table is presented, systematising instruments by country — tax
incentives, financial mechanisms, advisory support, and brokerage platforms. The
analysis demonstrates that the most successful models are those combining
predictable tax rules, access to finance, and institutionalised networks for advice and
exchange. Examples of effective instruments include:

e Management Buy-Out (MBO) with public guarantees in France, which
facilitates managerial buyouts and preserves organisational culture;

e Employee Stock Ownership Plans (ESOP) in the United States and Canada,
which enable phased succession through employees and provide tax
advantages;

e Public-Private Succession Funds in Finland and the Netherlands, which
combine public and private capital and introduce external expertise;

e Japanese succession incubators, which offer structured training and mentoring
for successors and external entrepreneurs.

Sustainable business succession requires an integrated approach that
combines financial incentives, legal and fiscal predictability, advisory and
educational infrastructure, as well as institutional support. This combination ensures
a higher probability of successful transfer, the preservation of jobs, and the long-term
competitiveness of small and medium-sized enterprises.

The fourth paragraph ,Solutions and Approaches to Supporting
Business Succession and Transfer in Bulgaria“ presents the current state,
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challenges, and possible solutions for supporting business succession and transfer in
Bulgaria, examined within the context of European policies and international best
practices.

Despite the strategic recognition of family enterprises in the National SME
Strategy 2021-2027 (including the author’s personal contribution and work within
the STOB regions project), Bulgaria lacks a legal definition and a targeted
infrastructure for business succession. This results in fragmented support, limited
access to advisory services, and asymmetric information between owners and
potential successors. In comparison with European policies, which emphasise early
planning, standardised processes, and the combination of legal, fiscal, and financial
instruments, the Bulgarian environment remains incomplete and weakly
institutionalised.

The main deficits include: the absence of a central coordinating body or
specialised transfer centre; unsystematised data on family enterprises; limited
financial instruments for intra-family buyouts and management buyouts
(MBO/MBI); underdeveloped advisory infrastructure outside major cities; lack of
standards for consultants; and high transaction costs. Consequently, business
transfers are often carried out spontaneously and in an unstructured manner,
increasing the risk of enterprise and job loss.

As asolution, the introduction of a “family enterprises” subgroup into national
statistics and policies is proposed, based on the European Commission’s definition
and including criteria for ownership, control, and succession intent. This would
enable more precise targeting of measures, systematic monitoring of outcomes, and
Improved coordination between institutions and financial organisations.

Within the STOB regions project, the Bulgarian partner — the Regional
Development Agency with Business Support Centre for SMEs in Plovdiv — has
developed integrated proposals for structural support. They include:

e he creation of a network for successor-managers and entrepreneurs;

¢ the establishment of a regional business transfer platform serving as a hub for
information, training, and brokerage;

e the introduction of financial instruments and voucher schemes to prepare
enterprises for succession;

e mentoring through certified mentors and “shadow management” models.

It is further proposed to establish a national coordination network that would
integrate the regional platforms into a single “one-stop” hub for information,
financing, and advisory services. This would reduce transaction costs and ensure
better coordination among institutions.

Another key element is the introduction of standards and certification for
consultants and mentors, accompanied by a public register and mechanisms for
quality monitoring. In this way, professionalism and trust in the services provided
would be guaranteed.

Finally, emphasis is placed on the development of public—private partnerships
with industry organisations and regional development agencies, which would
mobilise expert capacity and enhance the effectiveness of policies.
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The need is thus outlined for a systemic and integrated approach to business
succession in Bulgaria, encompassing the institutionalisation of family enterprises
as a specific category, the establishment of national and regional support
infrastructure, the introduction of financial and advisory instruments, and the
development of partnerships. Only through such structural improvements can the
sustainability of family firms, the preservation of jobs, and the strengthening of the
regional economy be ensured.

Conclusions from Chapter Two. Chapter Two outlines the strategic,
political, and institutional dimensions of the process of business succession and
transfer in family enterprises, analysing the interrelations between corporate
planning, European and international practices, and solutions applicable to Bulgaria.
By integrating theoretical models, best practices from other countries, and pilot
actions developed within the STOB regions project, the chapter systematises the
problems, barriers, and opportunities for enhancing institutional, financial, and
advisory support for SMEs in succession stages, and draws the following key
conclusions: Succession must be managed as a strategic project, integrated with
corporate direction, governance, and financial architecture; early planning,
merit-based selection, and disciplined execution reduce the risk of destabilisation.

European and international practices demonstrate that the combination of
predictable fiscal frameworks, targeted financing (guarantees, mezzanine, funds),
and institutionalised advisory and educational networks lowers the incidence of
unsuccessful transfers and increases post-transition productivity.

In Bulgaria, the key lies in building a coordinated ecosystem: defining and
statistically identifying family enterprises, establishing regional transfer platforms,
introducing vouchers for consultancy and mentoring, setting standards for
consultants, and developing public-private financial instruments for MBOs and
intra-family transactions.

The integrated measures under STOB regions provide a practical, phased
pathway towards greater succession readiness and enhanced competitiveness of
Bulgarian SMEs.

CHAPTER THREE: SPECIFICS OF FINANCING AND VALUATION
OF FAMILY BUSINESS IN ITS TRANSFER contains six paragraphs and
conclusions. Chapter Three is devoted to the valuation and maintenance of company
value during the transfer process, examining valuation methods, the factors that
influence value, as well as strategies for its sustainable development. In logical
continuation, the text analyses financing opportunities and applicable financial
instruments in transfer and succession, discussing sources of capital, mechanisms
for structuring transactions, and related tax aspects. In this way, a comprehensive
framework is built that combines business value assessment with the provision of
necessary financial resources and legal predictability for successful succession.

The first paragraph ,Sources of Financing for the Transfer and
Succession of Family Business* presents an analysis of the sources of financing for
the transfer and succession of family business, examining their role in building a
sustainable capital structure and ensuring a smooth transition between generations.
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The planning of the transfer is rarely based on a single source of capital.
Instead, a so-called “capital stack™ is built — a multilayered combination of own
funds, bank financing, mezzanine and equity capital, as well as public instruments
in the form of guarantees, subsidised loans, and grants. An additional element is
seller financing through deferred payments or loans. The purpose of this architecture
Is to minimise the cost of capital, preserve managerial control, and ensure liquidity
both for the founder’s exit and for future investments. The main sources considered
are:

e Own financing — inheritance, personal savings, reinvested profits, and
intra-company loans. It is the most flexible and lowest-cost option, but
concentrates risk within the family.

e Bank financing — acquisition loans, investment loans, leasing, and revolving
credit lines. These are key for ensuring liquidity but require collateral and
stable cash flows. They are supported by guarantee schemes at national and
European level.

e Mezzanine financing and equity capital — intermediate instruments that
provide flexibility and liquidity at a higher cost of capital. Equity investors
often contribute managerial expertise as well.

e ESOP (Employee Stock Ownership Plan) — a mechanism for phased transfer
of ownership to employees, combining financial and managerial dimensions,
particularly valuable when no prepared successor is available.

e Public programmes and instruments — grants, guarantees, and subsidised
credit lines that reduce risk and facilitate access to capital, while
simultaneously supporting modernisation, digitalisation, and energy
efficiency of enterprises.

The successful structuring of transactions requires a balance between
liquidity, control, and sustainability. Excessive reliance on bank debt may lead to
over-indebtedness, while excessive dilution of ownership through external investors
may weaken family control. Therefore, the optimal combination of instruments must
be carefully planned, taking into account the legal form, financial condition, tax
environment, and strategic objectives of the enterprise.

Financing the transfer of a family business is a complex process in which
different sources of capital are combined to ensure a smooth transition, the
preservation of jobs, and the long-term sustainability of family enterprises.

The second paragraph ,,Financial Instruments and Mechanisms for
Structuring Family Business Transfer Deals“ presents the financial instruments
and mechanisms for structuring family business transfer deals, with emphasis on
their role in ensuring enterprise sustainability, preserving family control, and
minimising risks.

Structured financing is not merely a technical process but a strategic
instrument that determines the allocation of risks, the timing and manner of
payments, tax implications, and the management of the enterprise after the transfer.
In family firms, it is particularly important to balance fair value for the retiring
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generation with liquidity for the successors, while at the same time preserving
reputation and organisational culture.

A key choice in structuring the deal is between the sale of shares/equity (share
deal) and the sale of assets (asset deal). A share deal ensures continuity and the
preservation of contractual relations but carries a higher risk of “hidden” liabilities.
An asset deal allows selective acquisition of assets and avoidance of past risks, but
Is more complex in documentation and requires new contracts and licences.

Another important aspect is flexible payment schemes, which reduce the
initial need for capital and distribute risk over time. Among them stand out:

e Deferred payments — allow financing through future cash flows.

¢ Earn-out mechanisms — part of the price depends on results achieved after the
transfer, creating a balance between the interests of seller and buyer.

o Seller financing — the former owner provides a loan, repaid from future profits.
Contractual mechanisms are also used to protect the parties: buy-sell

agreements, escrow accounts for withholding part of the price until conditions are
met, as well as warranties and representations by the seller regarding the state of the
business. These instruments increase transparency and reduce the risk of disputes.

The third paragraph ,,Tax Aspects and Optimization of Financial
Decisions* presents the tax aspects and opportunities for optimization in the transfer
and succession of family business, examining their key importance for the
sustainability of enterprises and the smooth intergenerational transition

The tax framework is one of the most decisive factors for choosing the form
of transfer (donation, inheritance, sale of shares or assets), for the timing of the
transaction, and for the required liquidity. Improper tax planning may lead to
significant financial burdens and jeopardise the continuation of operations. The main
tax regimes considered are:

¢ Inheritance and gift taxes — in different jurisdictions there are exemptions or
high rates (up to 30-40%). Optimization strategies include gradual gifting,
combining gifts and sales at preferential prices, as well as the use of trusts or
foundations.

e Capital gains tax — arises upon the sale of shares or assets. Optimization
involves exemptions for long-term held assets, offsetting gains with losses,
and careful timing of the transaction. In intra-family transfers, rules for
taxation at market value are often applied, which requires particular attention.

e Valuation discounts — Minority discount and Discount for Lack of
Marketability (DLOM) reduce the taxable value of transferred shares,
reflecting lack of control and liquidity. They can lead to significantly lower
tax burdens if supported by an independent valuation and recognised by the
authorities.

International aspects of tax planning are also considered. In conditions of
global mobility of capital and owners, the risk of double taxation is high —
simultaneously in the country of residence and in the country where the business is
located. To mitigate this risk, international treaties and EU directives are applied.
Additional attention is given to the different treatment of trusts and foundations in
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various jurisdictions, as well as to the so-called exit tax regimes, which tax
unrealised capital gains upon a change of tax residence.

Overall, tax planning should begin years before the actual transfer, in order to
make maximum use of exemptions, avoid liquidity crises, and ensure the
sustainability of the enterprise. In this sense, the tax framework is an integral part of
the strategic management of succession and determines both the financial efficiency
of the transaction and the long-term viability of the family business.

The fourth paragraph ,,Methods and Approaches to Valuing Family
Business* explores the methods and approaches to valuing the family business,
examining their significance in the process of transfer and succession.

Valuation is not merely a technical act of determining a price, but a strategic
instrument that supports decision-making regarding financing, tax planning, and the
preservation of competitiveness. For family enterprises it has particular importance,
as it is linked to intergenerational goals and the sustainability of ownership.

Valuation is carried out within a specific Bulgarian legal and tax context,
which combines internationally established approaches with local regulatory
particularities. The three classical approaches are applied — asset-based,
income-based, and market-based — with the choice depending on the structure of the
enterprise, its maturity, and the presence of intangible capital.

e Asset-based approach — suitable for asset-intensive enterprises or in cases of
reorganisation. Methods include adjusted net asset value, liquidation value,
and the excess earnings method.

e Income-based approach — evaluates future cash flows through discounted cash
flow (DCF) or earnings capitalization. It is particularly applicable to growing
firms or when a “key person” is present.

e Market-based approach — uses comparable companies or transactions, market
multiples, and control premiums, while also considering regional or European
benchmarks.

An important emphasis is placed on standards of value — fair market value,
investment value, and fair value under International Financial Reporting Standards.
In the valuation process, adjustments such as control premiums, discounts for lack
of control, and discounts for lack of marketability are applied, which are particularly
relevant for family businesses with limited share liquidity.

Attention is also directed to intangible assets — brand, client relationships, and
organisational capital — as well as to the risk associated with a “key person.” The
necessity of normalising financial results is highlighted (adjustments of
remuneration, rents, services to related parties, elimination of one-off effects), in
order to obtain a realistic basis for valuation.

The fifth paragraph ,,actors Influencing the Value of the Family Business
during Transfer* delineates the determinants shaping the enterprise’s value in the
course of succession. It examines a complex interplay of financial, operational,
managerial, legal, fiscal, ESG-related, and family-specific factors, which
collectively underpin not only the market valuation but also the long-term
sustainability of the firm.
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Foremost attention is devoted to the financial profile of the enterprise —
profitability, resilience of cash flows, efficiency in working capital management,
capital structure, and liquidity levels. These indicators determine market multiples
and the weighted average cost of capital.

The subsequent cluster comprises operational factors — productivity, quality,
economies of scale, client and supplier concentration, barriers to entry for
competitors, and the degree of product or service differentiation. Long-term
contracts and “lock-in” relationships with partners provide revenue stability.

Managerial capacity constitutes another decisive element. Team depth,
codification of processes, and succession planning mitigate the risk of dependence
on a “key individual.” The presence of clear rules regarding responsibilities and
profit-sharing among heirs is critical for a seamless transition.

Corporate governance and transparency — family charter, independent
directors, internal control mechanisms, and reporting aligned with international
standards—further enhance value by reducing the discount for illiquidity.

The legal framework sets the parameters of the transaction: restrictions under
commercial law, rights of first refusal, labour liabilities, and licensing requirements
all exert influence on valuation. Tax treatment (VAT, corporate and personal
taxation) determines net proceeds and the efficiency of the chosen structure.

Sustainability-related (ESG) factors are gaining increasing prominence — ISO
certifications, safety standards, and commitments to social responsibility reduce risk
and expand access to markets and financing.

Macroeconomic conditions — interest rates, credit availability, and regional
risk — also affect the cost of capital and market multiples.

Finally, family dynamics remain a critical determinant: clearly defined rules
for roles and dividends, equitable selection of a successor, and mechanisms for
conflict resolution reduce the risk of post-succession decline.

The sixth paragraph ,,Strategies for Preserving and Enhancing Firm
Value before, during, and after Transfer“ outlines the strategic measures
designed to safeguard and augment the value of the family enterprise across the
entire succession process. It delineates a systematic approach aimed at ensuring
resilience and long-term development.

Prior to transfer, emphasis is placed on strengthening financial stability and
managerial maturity. Optimisation of the capital structure, refinancing of costly
liabilities, and the establishment of liquidity buffers enhance resilience. Working
capital management — through accelerated collection of receivables and inventory
optimisation — generates additional free cash flow. Professionalisation via boards
and independent directors, the introduction of a family charter, and policies
governing related-party transactions reduce risk discounts. Further value is created
through diversification of the client base, long-term contractual arrangements, and
international certifications (ISO, IFS, BRC). Codification of knowledge and the
introduction of ‘“shadow management” mitigate dependence on key individuals.
Tax—legal structuring (share deal, asset deal, Article 15 of the Commercial Act)
ensures predictability and efficiency.
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During transfer, the focus shifts to risk minimisation and protection of the
value already created. Mechanisms such as earn-out provisions, vendor loans, and
escrow accounts reduce information asymmetry and distribute risk. Revenue
stabilisation is pursued through coordinated actions with key clients and suppliers,
contractual annexes, and planned notifications. Compliance with labour and
regulatory requirements (Article 123 of the Labour Code, licences, permits) prevents
sanctions. Communication is equally critical — plans for informing employees,
clients, and creditors limit rumours and prevent “value leakage.”

After transfer, the primary objective is consolidation and growth. Key
performance indicators and objectives-and-key-results systems are introduced,
alongside post-event or post-project analyses to enable corrective measures.
Investments are directed towards automation, digitalisation, and R&D, with
disciplined evaluation of returns. ESG practices and certifications improve access to
financing and mitigate risks. Capital and dividend policies are balanced between
reinvestment for growth and shareholder satisfaction.

Taken together, these measures constitute a roadmap for the creation,
protection, and development of business value, demonstrating that successful
succession requires not only the preservation of existing value but also the
establishment of conditions for its long-term enhancement.

Conclusions of Chapter Three. The financing and valuation of the family
business during its transfer constitute a multifaceted process that necessitates an
integrated approach, combining economic, legal, and managerial dimensions. The
financial architecture of succession extends beyond the mere determination of
enterprise value; it encompasses the choice of transaction structure, tax planning,
liquidity provision, and risk management.

A sustainable transaction must simultaneously preserve economic value,
safeguard family interests, and ensure operational continuity.

The conclusions highlight several critical aspects:

e Financial decisions in succession are inherently strategic — they encompass
the assessment of fair value, the choice of capital structure, and tax
optimisation. Neglect of any element may result in loss of control or even
liquidation.

e A balanced capital stack is required, combining own funds, bank financing,
mezzanine instruments, equity capital, and public programmes.

e Self-financing is the most flexible and accessible option, yet it concentrates
risk within the family.

e Bank financing constitutes a central pillar, providing liquidity for acquisition
and modernisation, but it demands substantial collateral, which renders public
guarantees particularly important for SMEs.

e Mezzanine financing and equity capital broaden the scope for transaction
structuring, offering a balance between liquidity and control, albeit at a higher
cost.
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e Anemployee ownership plan emerges as a valuable instrument for ensuring a
smooth transition and retaining key personnel, especially in the absence of a
direct successor.

e Public and European programmes, through grants, subsidies, and guarantees,
reduce risk and support modernisation and sustainable development.

The findings demonstrate that the successful transfer of a family business is
attainable only through the systematic integration of financial rationality with a long-
term developmental vision. This necessitates integrated planning that ensures
continuity, stability, and competitiveness in the post-transfer period.

CHAPTER FOUR. EMPIRICAL STUDY AND POLICY
RECOMMENDATIONS FOR BULGARIA comprises three paragraphs and a set
of conclusions. The chapter contains an empirical study conducted on a sample of
Bulgarian family enterprises, based on secondary accounting data, which enables the
construction of an Index of Readiness for Transfer (IRM). It further provides specific
recommendations aimed at improving national policies, financial support
instruments, and advisory services in the country.

The first paragraph ,,Methodology of the Empirical Study“ presents the
methodological framework of an empirical investigation into the financial resilience
of family enterprises in Bulgaria, with particular emphasis on the concept of
Inheritance Risk Management — a strategic approach to managing risks associated
with intergenerational transfer of ownership, control, and leadership.

IRM encompasses financial, legal, emotional, and managerial dimensions;
however, within the scope of the present study it is operationalised through financial
proxy indicators derived from annual financial statements. The research is
guantitative, retrospective, and observational, conducted on a sample of twelve non-
financial family enterprises that have operated for at least ten years during the period
2010-2019. Data were collected from the Commercial Register and other public
sources, with the unit of observation defined as “firm-year.”

The principal focus lies on the liquidity buffers of the enterprises, measured
through four key ratios: current, quick, immediate, and absolute liquidity. These are
treated as indicators of the firms’ capacity to meet short-term obligations and to
secure financial stability during ownership transfer.

The methodological approach combines descriptive statistics, fixed-effects
regression modelling with control variables (size, profitability, leverage), and
diagnostic tests for multicollinearity, heteroscedasticity, and autocorrelation. For
deeper insight, a cluster analysis (k-means) was applied, grouping enterprises into
three categories according to their level of readiness for transfer — low, medium, and
high.

The text also acknowledges the limitations of the study: the indirect nature of
IRM indicators, the absence of direct data on family ownership, potential sectoral
effects, and the small number of observed firms, which reduces statistical power.
Nevertheless, the approach adheres to the principles of scientific ethics and
transparency, relying exclusively on publicly available data and ensuring
confidentiality of the enterprises.
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The methodology demonstrates how liquidity indicators can be employed to
assess the readiness of family enterprises for intergenerational transfer. It offers an
analytical framework that links liquidity resilience with organisational behaviour
and succession preparedness, while simultaneously delineating the boundaries of
applicability and the need for future research with broader samples and additional
indicators.

The second paragraph ,,Empirical Study and Analysis of Results“
presents an empirical investigation and analysis of liquidity in Bulgarian family
enterprises over the period 2010-2019, conducted on a panel of twelve firms. The
study is directed towards assessing their financial readiness for intergenerational
transfer through four key indicators: current, quick, immediate, and absolute
liquidity.

The text begins with an examination of the current liquidity ratio, which
measures the ability of firms to cover their short-term liabilities with available assets.
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Figure No. 1. Current Liquidity Ratio (2010-2019, n=12)
Source: Own calculations based on panel data for 12 firms (2010-2019).

The data reveal pronounced differences among the enterprises — some
maintain consistently high values (above 1), which suggests stability and readiness
for intergenerational transfer, while others operate with chronically low levels,
thereby constraining the possibilities for a secure transfer of ownership.

Subsequently, the analysis turns to the quick liquidity ratio, which excludes
inventories and provides a more conservative assessment of solvency

25



K 6bp2a nukBuaHocT (2010-2019): 12

0D 00 - Oy W W B
SR

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Figure No. 2. Quick Liquidity Ratio (2010-2019, n=12)
Source: Own calculations based on panel data for 12 firms (2010-2019).

The results reveal considerable heterogeneity — some firms exhibit stable
values above 1, while others remain persistently below this threshold. This is
interpreted as reflecting divergent strategies in working capital management and
varying degrees of readiness to finance transfer mechanisms.
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Figure No. 3. Immediate Liquidity Ratio (2010-2019, n=12)
Source: Own calculations based on panel data for 12 firms (2010-2019).

Most enterprises maintain values below 0.1, indicating the absence of
significant cash reserves. However, some firms in certain years accumulate higher
levels, presumably in preparation for investments or transfer-related events. This
indicator is particularly important in transactions requiring advance payments or
contingent transfers.

Absolute liquidity likewise displays low values across most enterprises,
reflecting a limited cash base and dependence on the operating cycle to meet
obligations. Temporary spikes observed in individual firms are associated with one-
off events such as asset disposals or external financing.
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Figure No. 4. Absolute Liquidity Ratio (2010-2019, n=12)
Source: Own calculations based on panel data for 12 firms (2010-2019).

In the concluding section, descriptive statistics and regression analysis are
presented, confirming a positive correlation between the Index of Readiness for
Transfer (IRM) and liquidity. The results indicate that higher readiness for transfer
Is associated with significantly stronger liquidity positions. The control variables
(firm size, profitability, leverage) also exert the expected influence — greater
leverage reduces liquidity, while higher return on assets enhances it.

The overall interpretation is that liquidity constitutes a critical factor for the
resilience and successful succession of family enterprises. Firms with stronger
liquidity buffers are better positioned to finance transfer processes without
jeopardising their operational stability, whereas those with weaker values are
exposed to risk and require alternative mechanisms such as deferred payments, credit
lines, or contractual instruments.

The third paragraph ,,ecommendations for Enhancing Financial Support
and Policies on Transfer and Succession of Family Business in Bulgaria* sets
out proposals for improving financial support and succession policies in the
Bulgarian family business sector. These recommendations are grounded in the
experience of the international project STOB Regions (INTERREG Europe) and in
the institutional recognition already achieved for family firms within the National
SME Strategy 2021-2027.

The text emphasises that, despite this progress, several deficits remain —
namely, the absence of a clear definition and systematic research, a limited range of
financial instruments, and the lack of intermediary organisations.

Accordingly, specific measures are proposed in several directions:

e Financial support — the creation of specialised products such as credit
guarantee schemes, succession loans with grace periods, mezzanine financing,
and patient capital. It is further proposed to establish a public—private
succession fund, preferential credit lines for heirs, key person insurance
policies, and share buyout agreements.

e Tax and regulatory framework — the introduction of a definition of family
enterprise into tax legislation, mechanisms for deferral or instalment of tax
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liabilities, reliefs for intra-family transfers, assurance of tax neutrality in

restructuring processes, and optimisation of notarial and registry fees.

e Advisory and training environment — the establishment of a National
Competence Centre for Succession, certification of consultants, voucher
schemes for small enterprises, joint training programmes with banks, and
structured mentoring initiatives.

e Digitalisation — the development of online tools for financial forecasting,
scenario simulators, and a national portal for financial solutions, accompanied
by information campaigns promoting early succession planning.

o |Institutional infrastructure — the encouragement of intermediary
organisations, public-private partnerships, and regional pilot programmes,
together with standards of good practice for the evaluation and structuring of
transactions.

In conclusion, guidelines for future research are formulated — namely, a
nationally representative survey of family business, an analysis of post-transfer
resilience, access to finance, the role of intermediary organisations, regional
disparities, gender and cultural dimensions, as well as international comparisons.

A plan for implementation is also proposed, involving pilot programmes, test
financial products, an update of the strategic framework, and the establishment of a
monitoring committee. Progress is to be measured through indicators such as: the
share of enterprises with a succession plan, the number of supported transfers,
growth in financing, the number of certified consultants, and the introduction of the
definition of family enterprise into regulatory acts.

The overarching message of the text is that the sustainability of family
business in Bulgaria requires an integrated approach that combines financial, legal,
advisory, digital, and institutional instruments in order to ensure successful
succession and long-term development.

Conclusions from Chapter Four. The text presents the conclusions of
Chapter Four of the dissertation, devoted to the relationship between the concept of
Inheritance Risk Management and the liquidity of family enterprises in Bulgaria.

It is emphasised that IRM constitutes a strategic framework encompassing
financial, legal, emotional, and managerial dimensions of intergenerational transfer.
Within the study, it has been operationalised through financial proxy indicators
derived from accounting statements, with particular emphasis placed on various
liquidity ratios.

The fixed-effects regression analysis confirms the existence of a statistically
significant relationship between the IRM index and liquidity, while controlling for
firm size, profitability, and leverage. This demonstrates that greater readiness for
managing inheritance-related risks is associated with stronger liquidity positions.

The analysis of individual indicators reveals pronounced inter-firm
heterogeneity:

o With respect to current liquidity, some enterprises demonstrate stable values
above 1, which is consistent with readiness for transfer, while others remain
persistently below this threshold.
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e Quick liquidity reveals post-crisis weakness at the beginning of the period and
partial improvement after 2013; however, the low values restrict the
possibility of advance payments and necessitate reliance on credit lines.

e Immediate liquidity is systematically low (below 0.1) for most firms,
indicating the absence of cash reserves; exceptions point to deliberate
accumulation of funds in certain years.

e Absolute liquidity is likewise low, though in individual firms higher values
are observed, enabling the direct financing of transfer transactions.

The cluster analysis based on the IRM index divides enterprises into three
groups — those with low, medium, and high readiness for intergenerational transfer.
For each cluster, specific measures and strategies related to business transfer and
succession may be proposed. Validation through the silhouette coefficient and the
Calinski-Harabasz index confirms the robustness of the classification.

In conclusion, the study demonstrates that sustainable liquidity is a key
indicator of organisational readiness for inheritance transfer. Despite certain
limitations — namely, the small sample size and the absence of direct ownership data
— the results provide a reliable foundation for the formulation of policies and
recommendations aimed at strengthening financial resilience and managerial
continuity in family enterprises.
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IVV. CONCLUSION

The conclusion synthesises the work undertaken and the results achieved in
the dissertation, which focuses on the transfer and succession of family business as
a complex process of financial engineering, contractual structuring, and tax
planning. The objective was to construct a comprehensive framework designed to
minimise value loss and operational risks during changes of ownership and control,
while simultaneously preserving the identity and sustainability of the enterprise.

In the course of the research, relevant theories and practices from corporate
finance, contract law, and tax policy were systematised, and a consistent approach
was proposed that integrates these elements into a coherent design for transaction
structuring and post-transfer management.

The results indicate that successful succession is not a single act of transfer,
but rather a process of mutually interlinked decisions, in which choices regarding
financing, legal form, and tax treatment are coordinated over time and supported
by managerial practices that address liquidity, control, and the motivation of key
stakeholders.

The scope of the study encompassed the systematisation of financing sources,
the analysis of transaction structures, and the assessment of tax effects, all situated
within the specific characteristics of family enterprises: concentrated ownership and
knowledge, long-term orientation, limited access to equity capital, and strong
dependence on key individuals. This perspective necessitated evaluation criteria
distinct from those typically applied to public companies, with emphasis placed on
the preservation of control, the sustainability of cash flows, and the possibilities for
smooth managerial succession.

From a methodological standpoint, the research combined theoretical
synthesis, scenario and sensitivity models for value and risk assessment, and applied
guidelines validated through practices typical of SMEs and family structures. The
resulting framework enables systematic decision-making under conditions of
incomplete information, a limited market for equity instruments, and the need to
balance liquidity with long-term sustainability.

With regard to financing, the study demonstrated that the most sustainable
transfers are those constructed through a multi-layered capital mix, combining
equity participation, senior bank debt, subordinated instruments (mezzanine),
vendor financing, and, where necessary, limited minority equity involvement.

This layered approach minimises the weighted average cost of capital,
provided that risk is reasonably recalibrated between the parties and that the
controlling interest is preserved by the heirs or management. It was established that
the capacity for bank financing is a function of the predictability of cash flows, the
quality of collateral, sectoral cyclicality, and the level of returns after integration
costs.

Mezzanine and vendor financing play a critical role as a bridge between buyer
and seller valuations, particularly when the objective is to avoid excessive covenants
and rigid repayment schedules during the early integration period. In this context,
key metrics for the resilience of the capital structure were calibrated, such as the
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DSCR (Debt Service Coverage Ratio—an indicator measuring a firm’s ability to
generate sufficient operating cash flow), net leverage, and interest coverage, with a
recommendation for conservative thresholds during the first 12—-18 months
following the transfer.

The analyses emphasised that post-transfer liquidity constitutes a critical
factor for success. Even an optimally structured transaction may exert pressure on
working capital if repayment profiles are not aligned with the seasonality and
investment cycle of the business. The empirically grounded recommendation is to
provide for a revolving credit facility, clearly defined covenant buffers, a mechanism
for temporary covenant re-basing, and an accelerated cash-cycle management
programme (inventory, receivables, payables) within a “first 100 days” plan.

Strict discipline in the preparation and updating of cash flow budgets, together
with stress-testing of key variables (margins, capex intensity, working capital cycle),
reduces the likelihood of liquidity crises and supports compliance with contractual
obligations to creditors. In this way, liquidity becomes a central design parameter
rather than a subsequent operational concern.

In the structural-legal dimension, the study established that the choice between
a share deal and an asset deal determines not only the tax outcome but also
operational continuity, the inheritance of contracts and liabilities, and the time
required for completion. Transactions that combine managerial continuity through
management participation or MBO, clearly defined price-alignment mechanisms
(earn-out based on auditable and unambiguously defined KPIs), and safeguards
against information asymmetry (warranties and representations, escrow accounts,
R&W insurance for larger volumes) demonstrate the greatest resilience under
conditions of uncertainty. Particular attention was devoted to price adjustments for
net debt and target working capital at the transfer date, as these reduce conflicts and
ensure fairness in the handover of the business. The creation of family agreements
(buy—sell, family constitution) and option schemes for key employees further
stabilises the post-transfer period and preserves organisational memory.

In the field of business valuation, approaches relevant to family enterprises
and SMEs were applied and compared: discounted cash flow (DCF) with
conservative modelling of terminal value, market multiples from comparable
companies and transactions, as well as buyer value analysis under different scenarios
of synergies and investment needs. The necessity of a clear distinction between
controlling and non-controlling values was emphasised, together with the
application of discounts for illiquidity and minority interest in intra-family or
limited-market transactions. Sensitivity analyses of WACC, growth, and margins
revealed significant dispersion in possible values, which underscores the need for
adaptive mechanisms (earn-out, clawback, price corridors) to distribute risk between
the parties without obstructing the transaction.

Tax aspects emerged as a key determinant of the net outcome of the transfer.
The study synthesised optimisation approaches including the choice of legal form of
the transaction, the use of holding structures for dividend accumulation and
reinvestment, temporal deferral of payments for the purposes of tax income
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definition, and the application of exemptions and valuation discount methodologies
where permitted by legislation. The importance of international treaties for the
avoidance of double taxation in cross-border structures was highlighted, together
with documentary discipline that ensures tax predictability and protection under
subsequent audit. The practical conclusion is that tax planning should not be
regarded as an adjunct, but as an equal axis of design, to be integrated with financial
and contractual decisions from the very outset of the process.

From the perspective of management and human capital, the study
confirmed that succession is not exhausted by the transfer of rights; it requires a
plan for knowledge and culture. In this respect, guidelines were formulated for a
plan to transfer roles and responsibilities, the definition of a clear managerial
structure with mechanisms for control and accountability, and a programme for
retaining key employees through performance-linked incentives. Communication
with stakeholders — employees, clients, suppliers, and banks — should be proactive,
with clear messages emphasising operational continuity and commitment to quality
and service.

Although these measures may appear “soft” at first glance, they exert a direct
impact on cash flows, risk, and valuation, as they reduce customer attrition,
accelerate receivables collection, and facilitate the negotiation of financing under
more favourable conditions. A significant outcome of the dissertation is the
development of an integrated conceptual framework for the design and
implementation of family business transfer. This framework builds upon the logic
of the capital stack, combining contractual mechanisms for incentive alignment and
safeguards against information asymmetry, while integrating tax planning as an
inseparable component of the design. It is complemented by a set of applied
instruments: criteria for choosing between a share deal and an asset deal, templates
for defining KPIs and earn-out clauses, due diligence checklists, guidelines for
covenant calibration, and steps for managing working capital in the first months
following the transaction.

At the same time, the framework is sufficiently flexible to be applied across
different sectoral and scale contexts, which makes it valuable for owners, heirs,
managers, financing institutions, and consultants. In summary, it may be stated that
the dissertation achieves its objective of proposing a scientifically grounded and
practically applicable architecture for the transfer and succession of family
business. It demonstrates how, through layered financing with carefully calibrated
covenants and liquidity reserves, contractual structuring that aligns expectations and
distributes risk over time, and tax planning that neutralises unnecessary frictions, the
likelihood of preserving and multiplying value can be increased. The criteria,
instruments, and recommendations presented provide owners, heirs, and financing
partners with concrete guidelines for action in different scenarios, thereby making
the process less dependent on chance and improvisation. In this sense, the
contribution of the work is twofold: it advances theory through an integrated
model tailored to the specificities of family enterprises, and at the same time offers
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a practical pathway for implementation that is sensitive to the constraints and
opportunities of the real environment.

Ultimately, the general thesis established by the study is that succession in
family business is both achievable and economically rational when it is planned and
executed as a coordinated sequence of financial, legal, and managerial decisions,
rather than as a single legal act. Attention to liquidity and the cash cycle, the
alignment of incentives through transparent metrics and contractual mechanisms,
and the integration of tax considerations into the core design create a structure
capable of withstanding the inevitable uncertainty of the environment and
transforming the transition into a source of resilience and growth.

This is a substantive message to all participants in the process — from owners
and heirs to creditors, investors, and public institutions — and simultaneously a
practical call to action: to approach transfer strategically, integratively, and in a
timely manner.

Successful succession and transfer of family business is a delicate balance
between value and time, between control and liquidity, between family identity and
market discipline. This dissertation demonstrates that when the financial architecture
— capital sources, contractual structuring, and tax planning — is designed in an
integrated manner and managed with attention to cash cycles and human capital, the
probability of preserving and multiplying value increases significantly. The practical
recommendations and frameworks developed herein provide owners, heirs, and
financing partners with effective tools for informed decision-making, while offering
policymakers a direction towards an environment in which succession is not a matter
of chance but an expected outcome of a well-prepared process.

Business succession in Bulgaria requires a clearly structured ecosystem —
comprising financial instruments, advisory support, educational initiatives, and
institutional recognition of family business.

V.STATEMENT OF CONTRIBUTIONS

Scientific and Theoretical Contributions of the Dissertation:

e A comprehensive review of specialised scholarly literature on the subject of
the dissertation has been undertaken, resulting in the formulation of clearly
operationalised authorial definitions of the concepts “family business”,
“family firm/family enterprise” and “business transfer/inheritance”. These
definitions are tailored for empirical analysis and the design of policies in the
field of business continuity and ownership transfer within the Bulgarian
context.

e The sources of financing employed in the transfer and inheritance of family
businesses have been systematically categorised, together with the financial
instruments and mechanisms underpinning successful models of support for
family enterprises during processes of transfer and succession.
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e The methods and approaches utilised in the valuation of family businesses
have been examined in depth, alongside the factors influencing their value
during the transfer process.

Practical and Applied Contributions:

e A composite Index of Readiness for Transfer (IRM) has been constructed,
representing both managerial and legal preparedness for the transfer of family
businesses. The index predicts transaction sustainability and post-transfer
resilience, based on a sample of twelve family enterprises in Bulgaria over the
period 2010-2019.

e An empirical study employing regression analysis has been conducted,
demonstrating a consistent and statistically significant positive correlation
between the IRM index and the liquidity of the analysed family firms.

e Specific recommendations and measures have been proposed to enhance
financial support and policies for the transfer and inheritance of family
businesses, together with indicators for assessing the degree of their
implementation in Bulgaria.

The present dissertation is conceptually and substantively linked to the
international project “Succession and Transfer of Business in Regions — STOB
Regions” (INTERREG Europe, 2020), funded under the INTERREG Europe
programme. The author of the dissertation was a principal participant in the project,
which exerted a significant influence on the choice of topic, the theoretical
framework, and the empirical orientation of the study.

As a result of the doctoral candidate’s active involvement in the project
activities, within the process of developing the “National Strategy for Small and
Medium-Sized Enterprises” (Ministry of Economy and Industry, 2021) for the
period 2021-2027, substantial institutional recognition was achieved: the inclusion
of “family firms” as a distinct and separate category in the strategic document. This
represents an important step towards the formulation of policies attuned to the
specific characteristics, challenges, and needs of family enterprises in Bulgaria.

Additionally, as a result of the transnational exchange of good practices and
analytical approaches within the framework of the STOB Regions project, specific
measures were integrated into the strategic document aimed at:

e Creation of specific instruments to support family business, including in the
context of transfer and succession;

e Development of financial and advisory mechanisms aimed at supporting
organisations that facilitate succession processes;

e Formation of an institutional framework that recognises transfer and
succession as strategic processes linked to the sustainability of
entrepreneurship
These results demonstrate the direct link between the doctoral researcher’s

scientific activity and the actual impact on public policies, while at the same time
emphasising the importance of international cooperation for the development of
national strategic documents.
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