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Areta Exploring the Impact of Economic
Freedom on Entrepreneurial
Innovation and Business Growth:
The Case of North Macedonia

Abstract

This study examines the relationship between economic freedom, entrepreneurial innova-
tion, and business growth in North Macedonia. Despite the country’s notable economic
changes, the entrepreneurial landscape remains shaped by institutional-quality chal-
lenges and regulatory impediments. Policymakers and business actors can benefit from
understanding how perceptions of economic freedom affect business outcomes, thereby
supporting sustainable growth. This study explores whether higher perceived economic
freedom correlates with greater innovation and business growth among entrepreneurs
in North Macedonia. Using a mixed-methods design, this study examines the opportuni-
ties and challenges faced by entrepreneurs by combining qualitative thematic analysis
with quantitative survey data. An online survey with Likert-scale items and open-ended
questions was used to gather data from 150 participants, including analysts, experts, and
entrepreneurs from a variety of industries. Descriptive statistics and correlation analysis
in SPSS were used to assess the quantitative component, while thematic coding was used
to identify recurring themes and insights in the qualitative responses. Limited access to
finance and regulatory complexity hinder innovation despite some improvements in prop-
erty rights. The findings indicate that encouraging entrepreneurial innovation and long-
term business growth in North Macedonia requires streamlining regulatory frameworks
and increasing access to funding. Increased economic freedom boosts competitiveness
and lowers barriers to starting new businesses, allowing start-ups to flourish and sup-
porting overall economic growth. By comparing the results with previous research on the
Western Balkans, the study offers insights that can inform a more strategic approach to
entrepreneurial policy in North Macedonia.

Keywords: economic freedom, innovation, entrepreneurship, North Macedonia, business
growth

Introduction

Over the past thirty years, North Macedonia has moved from the constraints of
a centrally planned system towards the institutions of a market economy. This transi-
tion has been accompanied by membership in international organisations and a wave
of structural reforms, yet many entrepreneurs still describe the business environment
as difficult. They most often point to complicated regulations, limited financing chan-
nels, and recurring political uncertainty.

In this setting, the idea of economic freedom offers a useful way to understand
how rules and institutions shape the chances for new firms to innovate and expand.
By economic freedom, we mean the extent to which people and businesses can make
their own choices without excessive state involvement, with key dimensions includ-
ing secure property rights, clear regulations, and open markets. An empirical study by
Estrin et al. (2013) provide strong evidence that inadequate property rights protection
create institutional barriers, reducing entrepreneurs development.

The study explores how perceptions of economic freedom relate to entrepreneurial
outcomes in North Macedonia. We ask whether higher levels of perceived freedom go
hand in hand with stronger innovation and business growth. To answer this, we com-
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bined a statistical analysis of survey data with insights
from entrepreneurs’ own written accounts. This mix
of quantitative and qualitative evidence allows us not
only to identify general patterns but also to highlight
the lived experiences behind those numbers. Unlike
many previous studies that focus exclusively on en-
trepreneurs’ perceptions, this study integrates both
entrepreneurial and institutional perspectives to ex-
plain how economic freedom, institutional trust, and
governance structures interact to shape innovation
and business growth in North Macedonia. The study
further contributes by examining the emerging risks
of entrepreneurial brain drain within the context of
future European integration. In doing so, we aim
to contribute to the still-limited discussion of how
economic freedom shapes entrepreneurship in tran-
sitional economies of the Western Balkans.

Literature Review

The theoretical foundations for linking economic
freedom and entrepreneurship trace back to Schum-
peter’s (1942) idea of creative destruction, which
positions the entrepreneur as a disruptive innovator
in the marketplace. North (1990) later highlighted
that such innovation cannot thrive without supportive
institutions — clear property rights, predictable legal
frameworks, and enforceable contracts. Building on
this tradition, Acemoglu and Robinson (2012) argued
that inclusive institutions nurture innovation and
long-term growth, while extractive systems suppress
entrepreneurial activity. Together, these perspectives
underscore that entrepreneurship is as much a product
of institutional design as of individual creativity. Ac-
cording to Bowen & De Clercq (2008) entrepreneurs
engage improve business growth.

Empirical studies have reinforced this view. Cross-
country analyses, such as Berggren’s (2003), show
that higher levels of economic freedom often align
with faster growth and more competitive business
environments. An empirical study about economic
freedom and economic growth in Southeast Euro-
pean countries over the period 2000-2019 found
that economic growth has a positive and statistically
significant impact on economic growth (Emini, 2021).
More recent evidence using the Heritage Foundation’s
Index of Economic Freedom and the Fraser Institute’s
Economic Freedom of the World index finds positive
correlations between freedom scores and outcomes
such as firm creation, productivity, and innovation
capacity (Miller & Kim, 2023). According to Gwartney
et al. (2021), higher levels of economic freedom are
associated with stronger business performance. Yet,
these benefits are uneven. In transitional economies,
weak institutions frequently undermine the potential
gains from liberalisation. DZafi¢ (2014) documents
how SMEs in the Western Balkans struggle with
bureaucracy, corruption, and inconsistent regulatory
enforcement, while Bitzenis and Nito (2005) observed
similar barriers in Albania. These challenges resonate
strongly in North Macedonia, where entrepreneurs

continue to report limited access to credit, fragile
property rights, and uneven market competition.

Despite such obstacles, incremental improvements
in economic freedom can have tangible effects. Bar-
tlett and Prica (2017), for example, note how closer
integration with the European Union has created op-
portunities for Western Balkan firms. The World Bank’s
(2020) Doing Business report likewise shows that
targeted reforms — such as simplifying registration
or streamlining taxation — can lower entry barriers.
Still, these reforms are often fragile, especially when
political instability erodes predictability.

According to Bowen & De Clercq (2008) entre-
preneurs engage improve innovation and business
growth. However, as stated by Smallbone & Welter
(2008) institutional and political environment that
enables development is essential for entrepreneurial
growth and economic development. Institutional qual-
ity is also central to fostering entrepreneurial innova-
tion. Entrepreneurs in emerging economies typically
face a dual challenge: scarce venture financing and
burdensome administrative procedures. In North
Macedonia, regulatory compliance costs, licensing
delays, and restricted funding opportunities remain
key barriers. Yet perception matters too. Research sug-
gests that entrepreneurs who feel greater autonomy
are more inclined to take risks and adopt new tech-
nologies, pointing to a psychological dimension of
economic freedom that complements formal reforms.
The relationship between entrepreneurship and insti-
tutional support can also be understood through the
Triple Helix framework proposed by Etzkowitz and
Leydesdorff (2000), which emphasises the interac-
tion between universities, industry, and government
in fostering innovation ecosystems. In transitional
economies, the effectiveness of entrepreneurial
development depends not only on market liberalisa-
tion but also on the quality of cooperation among
these institutional actors. Weak coordination among
academia, public institutions, and private industry
may significantly limit the capacity for innovation and
long-term business growth.

Comparative evidence from neighbouring countries
highlights similar dynamics. Serbian entrepreneurs
cite finance and regulation as persistent hurdles, while
in Albania, reforms have improved economic freedom
rankings without fully resolving informality and weak
enforcement. These parallels suggest that North
Macedonia’s constraints are not isolated but reflect
broader structural issues in the Western Balkans.

Taken together, the literature reveals a consistent
pattern: economic freedom supports entrepreneur-
ship, but the magnitude of this effect depends heav-
ily on institutional quality and access to finance. In
North Macedonia, progress in property rights and
regulatory reforms has created some momentum,
yet innovation and firm growth remain constrained.
Closing this gap will require not only stronger legal
and financial institutions but also efforts to build
entrepreneurs’ confidence in their autonomy and
opportunities.
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Conceptual Framework of the Relationship Between Economic Freedom, Institutional Trust, Innovation Capacity, and Business

Growth in North Macedonia
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1. ECONOMIC FREEDOM

(rules and market openness)

Limited government intervention
Clear regulations and low tax burden
Open and competitive markets
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2. INSTITUTIONAL TRUST

(confidence in rules and governance)

.

Predictable and transparent regulations
Effective contract enforcement
Low corruption and institutional quality

v

3. INNOVATION CAPACITY
(ability to create and apply new ideas)

-

Ré&D and knowledge creation
Collaboration (university—industry—government)
Entrepreneurial risk-taking and creativity
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4. BUSINESS GROWTH

(firm performance and expansion)

Sales and revenue growth
Employment creation

Productivity improvement

Market expansion and competitiveness
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BARRIERS / CONSTRAINING FACTORS
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g - Burdensome regulations, licensing

“'a procedures, and administrative
red tape increase costs and

reduce entrepreneurial freedom.

LIMITED ACCESS TO FINANCE
High financing costs, collateral
requirements, and limited venture
capital constrain investment and
innovation.

WEAK RULE OF LAW

Uncertain enforcement of contracts,
weak property rights protection,
and inconsistent judiciary reduce
trust and deter long-term investment.

BRAIN DRAIN

Emigration of skilled and talented
individuals reduces the stock of
human capital and innovation
potential.

» Negative / moderating influence of barriers |

Note. The model proposes that economic freedom enhances institutional trust, which in turn builds innovation capacity and contrib-
utes to business growth. However, regulatory complexity, limited access to finance, weak rule of law, and brain drain can weaken

this process.

Figure 1 presents the study’s conceptual frame-
work, illustrating the relationships among economic
freedom, institutional trust, innovation capacity, and
business growth, as well as the main institutional
barriers constraining entrepreneurial development
in North Macedonia.

Methodology

A mixed-methods design was employed, combining
survey data with qualitative insights from entrepre-
neurs. This approach was chosen to capture both
the statistical relationships between perceptions of
economic freedom and business outcomes and the
personal perspectives of entrepreneurs on institu-
tional challenges in North Macedonia. To deepen
the study’s interpretative dimension, an additional
qualitative empirical phase was conducted through
semi-structured interviews with 10 government rep-

resentatives and institutional stakeholders involved
in entrepreneurship and innovation policy in North
Macedonia. The integration of institutional perspec-
tives enabled triangulation between entrepreneurs’
perceptions and policy-level interpretations of the
entrepreneurial ecosystem.

The study focused on entrepreneurs, business
analysts, and sector experts across North Macedonia,
with attention to the predominance of small and
medium-sized enterprises. Purposive sampling was
applied, and 150 questionnaires were distributed on-
line. A subset of responses was used for pilot testing
and preliminary feedback. In parallel, semi-structured
interviews were conducted with representatives from
institutions associated with SME development, inno-
vation support, economic policy, and entrepreneurial
governance, including public agencies, innovation
funds, chambers of commerce, and university innova-
tion centres.
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The sample reflects the structure of the national
entrepreneurial landscape. Most respondents were
between 25 and 44 years old, an age group often
driving new business initiatives. Male participants
predominated, reflecting regional gender disparities
in entrepreneurship. While IT and technology firms
made up a large portion of the sample, respondents
also came from trade, services, and other sectors.
The majority managed micro and small firms (1-20
employees), underscoring the centrality of SMEs in
the national economy.

Data Collection and Analysis

The main hypothesis of the research study is the
following: “Perceptions of greater economic freedom
(fair competition, secure property rights, and predict-
able institutions) have a positive impact on firms’
innovation capacity and growth in North Macedonia,
while limited access to finance, complex regulations,
and weak institutional enforcement constrain these
effects.”

Data were collected via an online questionnaire
comprising three sections. The first captured demo-
graphic details (age, gender, sector, firm size). The
second measured perceptions of economic freedom,
including taxation, regulation, property rights, com-
petition, and finance. The third section assessed
entrepreneurial outcomes such as innovation, R&D
investment, expansion, and revenue growth.

Likert-scale (1-5) items provided quantitative data,
while open-ended questions encouraged participants
to describe their personal experience.

Quantitative analysis was carried out using SPSS.
Descriptive statistics were calculated first, followed by
Pearson correlations to explore relationships between
economic freedom indicators and entrepreneurial out-
comes. Ordinary Least Squares (OLS) regression was
then applied to test predictive effects on innovation
capacity and revenue growth.

Qualitative responses were analysed thematically,
with recurring issues identified around regulatory
complexity, financing constraints, and institutional
trust.

Reliability was ensured through internal consist-
ency checks (Cronbach’s alpha). Validity was supported
by aligning survey items with established indices of

economic freedom (Heritage Foundation, Fraser In-
stitute) and tailoring them to the North Macedonian
context. Triangulation of quantitative and qualitative
evidence strengthened the robustness of findings.

Ethical Considerations

Informed consent was obtained from all partici-
pants. Data were collected anonymously, and no iden-
tifying information was published. The study followed
ethical standards for social science research, ensuring
confidentiality and voluntary participation.

Demographic Data

Table 1 summarises the main demographic charac-
teristics of the respondents, covering age, gender, sec-
tor of activity, and firm size. The distribution reflects
the composition of the entrepreneurial landscape in
North Macedonia, where younger cohorts, male own-
ership, and small enterprises dominate the business
environment. This profile provides important context
for interpreting subsequent findings, as patterns of
perception and performance are often shaped by such
structural factors.

Table 1 outlines the demographic profile of the
respondents. The majority fall within the 25-44 age
range, indicating a strong presence of young and mid-
career entrepreneurs in North Macedonia’s business
landscape. This pattern is consistent with regional
developments in the Western Balkans, where younger
cohorts tend to be more engaged in entrepreneurship
due to their adaptability and greater exposure to
international markets.

The gender distribution shows a predominance of
male respondents, reflecting the persistent gender
imbalance in entrepreneurial participation. Such dis-
parities are well documented in studies of transition
economies, where cultural expectations and structural
barriers often limit women'’s involvement in business
ownership.

In terms of sectoral representation, the IT/Tech
industry dominates the sample. This outcome aligns
with broader global trends, in which digital enter-
prises benefit from lower entry barriers and stronger
prospects for innovation. By contrast, the weaker
presence of traditional sectors such as manufacturing
and agriculture suggests that entrepreneurial activity

Table 1
Demographic Landscape of the Research Data
Age Groups Gender Sector Number of Employees

34-44 2 0 0 0
25-34 2 0 0 0
45-54 1 0 0 (0]
Male 0 5 0 0
T/Tech 0 0 5 0
6-20 0 0 0 4
1-5 0 0 0 1
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in North Macedonia remains concentrated in newer,
high-growth industries rather than widely spread
across the economy.

Firm size further illustrates this concentration.
Most respondents operate small enterprises employ-
ing between 1 and 20 workers, underscoring the
central role of SMEs in the national economy. These
firms are particularly vulnerable to institutional con-
ditions such as regulatory requirements and access
to finance — two barriers that feature prominently in
the later analysis.

Taken together, the demographic profile depicts
a sample representative of North Macedonia’s entre-
preneurial core: younger, male-led SMEs concentrated
in the technology sector. This context is important
when considering the findings on economic freedom
and innovation presented in the subsequent sec-
tions.

Analysis and Interpretation of Research Data

Quantitative Research

This section reports the findings from the quantita-
tive analysis of the survey data. The presentation be-
gins with descriptive statistics to provide an overview
of the sample’s key characteristics, followed by corre-
lations that explore associations between perceptions
of economic freedom and entrepreneurial outcomes.
Finally, regression models are introduced to examine
whether variations in perceived economic freedom
help explain differences in innovation and firm growth
among entrepreneurs in North Macedonia.

Table 2 summarises the measures of central ten-
dency and dispersion for the main survey items. The
results show particularly low ratings for tax policies
and access to finance, both averaging below 2 on the
Likert scale. These responses indicate widespread dis-
satisfaction with fiscal and financial frameworks, areas
consistently cited as barriers to entrepreneurship in
transitional economies.

By contrast, the highest scores were recorded for
innovation capacity and investment in research and
development. This pattern suggests that, even in the
face of regulatory and financial constraints, firms
in North Macedonia display notable resilience and
a commitment to pursuing innovation. The findings
resonate with the broader literature, which identi-
fies institutional barriers as critical obstacles while
also emphasising SMEs’ ability to sustain innovative
practices despite adverse conditions.

The correlation matrix presented in Table 3 reveals
several noteworthy relationships between institution-
al factors and entrepreneurial performance. Strong
negative correlations were observed between regula-
tory requirements and both innovation (r = —.63) and
revenue growth (r = —.63), suggesting that excessive
bureaucracy places a significant burden on firms and
constrains their ability to expand or introduce new
ideas.

In contrast, property rights and perceptions of
government support were positively associated with
both growth and innovation. These results underscore
the importance of secure ownership frameworks and
predictable institutional backing in creating an envi-
ronment where businesses can thrive.

Taken together, the findings echo regional evidence
from the Western Balkans, where institutions often
play a dual role — serving either as barriers that stifle
entrepreneurship or as enablers that provide the sta-
bility and confidence required for innovation.

The regression results presented in Figure 2a indi-
cate that perceptions of fair competition (+1.75) and
secure property rights (+0.25) have a positive effect
on innovation outcomes. In contrast, unfavourable tax
policies (-1.00) and heavy regulatory requirements
(-0.75) exert a negative influence. These findings
suggest that innovation is more likely to emerge in
contexts where entrepreneurs view markets as open
and ownership as protected, whereas fiscal pressures
and bureaucratic obstacles reduce firms’ willingness
or capacity to pursue new initiatives.

Table 2
Descriptive Statistics of Key Variables
Mean SD Min Max
Tax Policies 2.00 1.00 1.00 3.00
Regulatory Requirements 2.80 1.79 1.00 5.00
Property Rights 1.60 0.89 1.00 3.00
Fair Competition 1.40 0.89 1.00 3.00
Access Finance 1.60 1.34 1.00 4.00
Innovation Products 4.20 0.84 3.00 5.00
Invest RD 4.60 0.55 4.00 5.00
Support Expansion 2.60 1.82 1.00 5.00
Revenue Growth 3.40 1.67 1.00 5.00
Govimpact innovation 3.40 1.14 2.00 5.00
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Table 3
Correlation Matrix of Economic Freedom and Outcomes

Variable 1 2 3 4 5 6 7 8 9 10
1. Tax Policies 1.00
2. Regulatory Requirements -42 | 1.00
3. Property Rights -28 | .25 1.00
4. Fair Competition .56 .38 .25 1.00
5. Access to Finance .56 .37 .25 1.00 | 1.00
6. Innovation Products .00 -63 | .47 -13 | -13 | 1.00
7. Investment in R&D -91 .15 .10 —-.61 —-.61 22 1.00
8. Support for Expansion .55 -88 | -58 | -.18 | —18 | .39 -20 | 1.00
9. Revenue Growth .00 -.63 47 -13 | =13 1.00 | .22 39 1.00
10. Government Impact on Innovation | .00 -69 | .20 -20 | =20 | .94 32 .58 94 1.00
Figure 2a Figure 2b
Regression Coefficients Predicting Innovation Regression Coefficients Predicting Revenue Growth
const | const |
Tax Policies } Tax Policies | |
Regulatory | Regulatory |
Requirements Requirements
Property Rights Property Rights |
Fair Competition | Fair Competition |
Access Finance | Access Finance
0 2 4 6 2 0 2 4 6 8
Coefficient Coefficient

The direction of the coefficients corresponds
with theoretical expectations and with previous
empirical research on transition economies, where
institutional incentives often determine whether
entrepreneurs invest in innovation or retreat to less
risky activities.

Figure 2b shows a comparable pattern for revenue
growth. Fair competition (+2.43) and secure property
rights (+0.50) emerge as positive predictors of firm
expansion, whereas unfavourable tax policies (-2.00)
and burdensome regulatory requirements (—1.50)
exert negative effects. These findings indicate that
the institutional environment directly shapes en-
trepreneurial performance: supportive frameworks
encourage growth, while restrictive policies constrain
potential. Although the sample size is relatively mod-
est, the results align with cross-country evidence
underscoring the role of market-friendly institutions
in fostering sustainable business development.

Taken together, the analysis highlights two paral-
lel dynamics in North Macedonia. On the one hand,
regulatory complexity and limited access to finance
continue to pose significant barriers to entrepreneur-
ial growth. On the other hand, secure property rights
and perceptions of fair competition provide essential

incentives for both innovation and expansion. These
findings reinforce the view that institutional reforms
should prioritise reducing bureaucratic burdens and
improving access to finance, while at the same time
safeguarding competitive markets as a foundation for
long-term development.

Qualitative Research

Although the survey relied mainly on structured
items, space was also provided for open-ended
feedback. These qualitative inputs were themati-
cally coded and subsequently quantified to identify
recurring patterns across respondents. This section
summarises the open-ended responses (Questions
16-20), presenting the main themes together with
their percentage frequencies. Visualisations are in-
cluded to illustrate the relative prevalence of each
theme among respondents.

Access to finance (65%) and regulatory burdens
(55%) emerged as the most frequently reported
barriers to entrepreneurship in North Macedonia.
Respondents described difficulties in securing loans
or venture capital, as well as frustrations with lengthy
procedures and excessive documentation. Corruption
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Exploring the Impact of Economic Freedom...

Figure 3
Question 16: Barriers to Entrepreneurship

Access to finance

Bureaucracy/regulation

Themes

Corruption/informality

Political instability

L L L

0 10

and informal practices were also highlighted by 40% of
participants, often linked to perceptions of favouritism
and the absence of fair competition. Political instabil-
ity was mentioned less frequently (20%) but was seen
as a source of uncertainty that discourages long-term
investment decisions.

Taken together, these responses confirm that fi-
nancial constraints and regulatory inefficiency remain
the most pressing challenges for entrepreneurs. The
qualitative insights therefore reinforce the patterns
observed in the quantitative analysis, underlining
the systemic nature of institutional barriers in the
Macedonian business environment.

Half of the respondents reported that government
policies tend to hinder innovation, largely due to
excessive complexity. Another 35% emphasised the
absence of meaningful incentives for research and
development (R&D), citing a lack of tax relief or sub-
sidies to stimulate investment in new technologies. At
the same time, a quarter of the sample acknowledged
positive reforms, particularly in the areas of digitalisa-

Figure 4
Question 17: Government Policies and Innovation

Hinders innovation

Lack of R&D incentives

Themes

Positive reforms (digitalization)

20 30 40 50 60
Percentage of Respondents

tion and business registration, which were perceived
as steps in the right direction.

Overall, the responses suggest that, although
certain reforms have been welcomed, many entre-
preneurs continue to view regulations as restrictive
rather than supportive. This perception is especially
pronounced in R&D-intensive sectors, where the
absence of policy incentives further discourages in-
novative activity.

The majority of respondents recommended sim-
plifying tax and regulatory frameworks (60%), arguing
that streamlined procedures would remove many of
the bottlenecks that currently discourage entrepre-
neurship. Improved access to credit and venture fund-
ing was the second-most-frequent suggestion (50%),
reflecting widespread concern about financing con-
straints. In addition, 30% of participants emphasised
the need for stronger enforcement of property rights
and contractual obligations, while 25% highlighted the
value of education and training programmes aimed at
developing entrepreneurial skills.

0

10 20 30 40 50

Percentage of Respondents
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Figure 5
Question 18: Policy Changes to Improve Ecosystem

Simplify tax/regulation

Improve credit access

Themes

Protect property rights

Education/training
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Together, these responses point to systemic chal-
lenges in the entrepreneurial ecosystem. Calls for
regulatory simplification and better financing op-
portunities appear most urgent, while issues of legal
protection and capacity building are also recognised
as important areas for reform.

Respondents illustrated the impact of economic
freedom on business growth and innovation through
several concrete examples. The most common refer-
ence was to restrictions in obtaining permits (35%),
which were seen as a direct obstacle to expansion.
Limited access to bank credit was the second most
frequently mentioned issue (30%), often linked to dif-
ficulties in financing new product development. At the
same time, 20% of participants pointed to positive out-
comes from European Union integration, particularly
in reducing trade barriers and opening new markets.
Finally, 15% emphasised the burden of high taxation,
which they felt limited reinvestment in innovation.

These examples highlight the dual nature of eco-
nomic freedom: its absence creates tangible barriers

Figure 6
Question 19: Examples of Economic Freedom Impact

Permits restrict expansion

Credit limits innovation

Themes

EU integration benefits

Tax burden reduces reinvestment

20 30 40 50 60
Percentage of Respondents

to growth, while its presence can generate new oppor-
tunities. The narratives underscore how institutional
conditions shape entrepreneurial strategies, particu-
larly decisions about expansion and innovation.

Entrepreneurs offered several recommendations
for improving economic freedom in North Macedo-
nia. More than half (55%) advised policymakers to
streamline administrative procedures, arguing that
simpler processes would reduce unnecessary delays
and costs. Nearly half (45%) stressed the need to in-
crease transparency and curb corruption, identifying
these issues as central to building institutional trust.
Targeted financial support, including loans, grants,
and tax reliefs, was proposed by 40% of respondents,
while 25% emphasised the importance of a stable and
predictable policy environment to encourage long-
term investment.

Taken together, this advice reflects a consistent call
for systemic reforms to improve efficiency, transpar-
ency, and access to resources. The responses suggest
that entrepreneurs place equal value on reducing

10 20 30
Percentage of Respondents
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Figure 7
Question 20: Advice to Policymakers

Streamline procedures

Reduce corruption

Themes

Financial support

Policy stability

L

everyday barriers and on creating a trustworthy envi-
ronment in which business initiatives can grow.

Qualitative research: Government
Perspectives on Entrepreneurship
and Economic Freedom in North Macedonia

An additional qualitative empirical research phase
was conducted involving 10 government representa-
tives and institutional stakeholders responsible for en-
trepreneurship, innovation policy, SME development,
and economic governance in North Macedonia. The
purpose of this qualitative component was to com-
pare institutional perspectives with the experiences
and perceptions of entrepreneurs and business actors
expressed in the study’s survey component.

The qualitative phase was framed through the
Triple Helix model developed by Etzkowitz and Ley-
desdorff (2000), emphasising the interaction between
universities, industry, and government as a central
mechanism for innovation and entrepreneurial eco-
system development. The integration of institutional
perspectives provides deeper interpretative insight
into the mechanisms shaping entrepreneurial in-
novation and business growth in North Macedonia.
A qualitative empirical approach based on semi-
structured interviews was employed. Ten government
representatives were purposively selected from insti-

20 30 40 50

Percentage of Respondents

tutions directly involved in entrepreneurship policy
and innovation governance, including the Ministry of
Economy, the Fund for Innovation and Technological
Development (FITD), municipal economic develop-
ment offices, chambers of commerce, university in-
novation centres, and SME support agencies.

Each interview lasted 40-60 minutes and was
conducted in March and April 2026. The interview pro-
tocol focused on perceptions of the entrepreneurial
climate in North Macedonia; government support for
innovation and SMEs; institutional barriers affect-
ing entrepreneurship; the rule of law and contract
enforcement; financing opportunities for start-ups;
the impact of European integration and brain drain;
and cooperation among universities, businesses, and
government institutions.

All interviews were anonymised to ensure confi-
dentiality and encourage open discussion. Data were
analysed through thematic coding, allowing recurring
institutional narratives and explanatory mechanisms to
emerge systematically from the interview material.

The interviews revealed strong convergence be-
tween entrepreneurs and government representatives
regarding the major institutional barriers affecting
innovation and business growth. Regulatory com-
plexity and administrative inefficiency emerged as
the most frequently discussed challenges. More than
80% of interviewees acknowledged that entrepreneurs
continue to face excessive bureaucratic procedures,

Table 4

Profile of Government Representatives
Institution Position Participants
Ministry of Economy Policy Advisors 2
FITD Innovation Officers 2
Municipal Development Offices Economic Coordinators 2
Chambers of Commerce SME Representatives 2
University Innovation Centres Innovation Coordinators 2
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licensing delays, fragmented administration, and
inconsistent regulatory implementation.

One government representative stated: “Digitalisa-
tion has improved some procedures, but institutional
fragmentation still creates inefficiencies for entre-
preneurs.”

Another respondent emphasised that legal reforms
often remain formal rather than operational: “We have
modern laws on paper, but implementation capacity
remains weak at the administrative level.” The qualita-
tive evidence suggests that bureaucracy reduces entre-
preneurial flexibility, increases operational uncertainty,
and discourages long-term investment decisions. The
issue of the rule of law and contract enforcement also
emerged as a dominant theme. Approximately 75%
of government representatives acknowledged that
weak judicial efficiency and inconsistent enforcement
mechanisms reduce entrepreneurial trust in institu-
tions. Several interviewees argued that investors and
entrepreneurs are more willing to pursue innovation
when property rights and contractual agreements are
protected through predictable legal systems.

One participant explained: “Entrepreneurs are will-
ing to take risks only when they believe institutions
will protect their investments fairly.”

Weak legal predictability reduces risk-taking ca-
pacity and discourages innovation-oriented business
strategies.

Brain drain and concerns about EU integration
were discussed extensively by the interviewees.
Around 70% of respondents expressed concern that
North Macedonia may experience significant migra-
tion of highly skilled entrepreneurs and innovators
following deeper European integration, similar to
the experiences of Bulgaria, Romania, and Hungary
after EU accession.

One interviewee noted: “The challenge is not
only creating entrepreneurs, but creating reasons
for them to stay.”

Government representatives repeatedly empha-
sised that improving economic freedom alone is
insufficient without stronger institutional quality,
transparent governance, and long-term innovation
support systems. Access to finance was identified as
another critical challenge. Nearly 90% of respondents
acknowledged that start-ups and SMEs continue
to face difficulties obtaining venture capital, seed
funding, and commercialisation support. Although
programmes implemented through FITD and public in-
novation grants were evaluated positively, participants
admitted that traditional financial institutions remain
risk-averse towards innovative start-ups.

The interviews also strongly reinforced the rel-
evance of the Triple Helix framework. Approximately
65% of respondents argued that cooperation between
universities, industry, and government institutions
remains fragmented and underdeveloped. Participants
highlighted weak commercialisation of academic re-
search, limited technology transfer infrastructure, and
insufficient collaboration between public institutions
and private enterprises.

One respondent summarised: “Universities produce
knowledge, businesses need innovation, and govern-
ment creates policy, but coordination between these
actors is still underdeveloped.”

The findings demonstrate that entrepreneurial
growth depends not only on market liberalisation but
also on institutional coordination mechanisms and
innovation governance structures.

The qualitative findings reinforce the broader
empirical results of the study. Both entrepreneurs
and institutional representatives recognise that North
Macedonia possesses considerable entrepreneurial
potential, particularly among younger and innova-
tion-oriented firms. However, this potential remains
constrained by institutional weaknesses, financing
limitations, regulatory burdens, and insufficient co-
ordination among innovation actors.

The findings suggest that economic freedom in-
fluences entrepreneurship not only directly through
deregulation and market openness, but also indirectly
through institutional trust, legal predictability, in-
novation governance, and Triple Helix cooperation
mechanisms. Consequently, future reforms should
prioritise stronger contract enforcement, improved
access to finance, transparent governance, and
stronger cooperation between universities, industry,
and government institutions.

By integrating the perspectives of both entrepre-
neurs and government representatives, the study
provides a more process-oriented explanation of how
institutional environments shape entrepreneurial in-
novation and business growth in transitional econo-
mies such as North Macedonia.

s

The qualitative evidence reinforces and substan-
tially deepens the patterns identified in the quantita-
tive analysis. Limited access to finance, burdensome
regulation, weak institutional enforcement, and low
institutional trust emerge as the most persistent ob-
stacles to entrepreneurship and innovation in North
Macedonia. Across responses, entrepreneurs repeat-
edly called for reforms to simplify administrative
procedures, strengthen property rights protection,
improve contract enforcement, and expand financial
support mechanisms for start-ups and SMEs.

The additional interviews with government repre-
sentatives further confirmed these findings, revealing
a strong convergence between institutional actors
and entrepreneurs regarding the structural weak-
nesses of the entrepreneurial ecosystem. Government
representatives acknowledged that bureaucratic
fragmentation, inconsistent regulatory implemen-
tation, and insufficient coordination among public
institutions continue to undermine entrepreneurial
confidence and limit long-term investment decisions.
At the same time, concerns about brain drain and the
potential migration of highly skilled entrepreneurs
following deeper European integration were identi-
fied as emerging strategic challenges to the country’s
long-term innovation capacity.
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The findings also highlight the importance of
institutional cooperation within the Triple Helix
framework. Weak coordination between universities,
industry, and government institutions was identified
as a significant limitation for the commercialisation
of innovation and the development of sustainable
entrepreneurial ecosystems. This suggests that en-
trepreneurial growth depends not only on market
liberalisation and economic freedom, but also on the
quality of institutional governance, legal predictability,
and innovation-oriented public support structures.

Taken together, the quantitative and qualitative
findings confirm the general hypothesis: “Perceptions
of greater economic freedom (fair competition, secure
property rights, and predictable institutions) have
a positive impact on firms’ innovation capacity and
growth in North Macedonia, while limited access to
finance, complex regulations, and weak institutional
enforcement constrain these effects”, demonstrat-
ing that higher perceptions of economic freedom
are indeed associated with stronger innovation and
business growth in North Macedonia.

Importantly, the integrated findings move the
analysis beyond descriptive observation by identifying
the institutional mechanisms through which economic
freedom influences entrepreneurial behaviour. The
results suggest that entrepreneurs are more willing
to innovate, invest, and expand when institutions
are perceived as transparent, predictable, and sup-
portive of fair competition. These insights therefore
add significant interpretative depth to the statistical
results by grounding them in the lived experiences of
both entrepreneurs and institutional representatives.
As such, they provide policymakers with concrete,
experience-based recommendations to improve the
entrepreneurial environment, strengthen institutional
trust, and foster sustainable, innovation-driven growth
in North Macedonia.

Conclusion and Recommendations

The findings of this study point to several targeted
reforms that could strengthen the entrepreneurial
ecosystem in North Macedonia. Simplifying regula-
tory frameworks remains a top priority. Streamlined
procedures for registration, licensing, and taxation,
supported by one-stop digital platforms, would re-
duce compliance burdens and allow entrepreneurs
to devote more energy to innovation and growth.
The qualitative findings further suggest that reduc-
ing administrative fragmentation and improving
institutional coordination would significantly enhance
entrepreneurial trust in public institutions and create
a more predictable business environment.

Improving access to finance is equally critical.
Expanded credit guarantee schemes, along with
alternative funding channels such as venture capital
and crowdfunding, could provide new opportunities
for small firms. Tailored financial instruments for in-
novative start-ups, particularly in high-growth sectors
such as information technology and renewable energy,

would further stimulate investment. Government
representatives also emphasised the need for stronger
public—private investment partnerships capable of
supporting commercialisation and scaling of innova-
tive business models.

A more predictable and efficient system of property
rights and contract enforcement would help to build
trust among entrepreneurs and investors. Transparent
judicial processes are essential for resolving disputes
fairly, while clear enforcement of ownership rights can
attract both domestic and foreign capital. The inter-
views demonstrated that institutional trust and legal
predictability directly influence entrepreneurial willing-
ness to invest, innovate, and expand operations.

Promoting fair competition and tackling corrup-
tion are also necessary steps. Stronger oversight of
public procurement, open data initiatives, and greater
transparency in government-business interactions
would reduce favouritism and increase accountability.
In parallel, policies that directly support innovation
and research — such as R&D tax credits, innovation
vouchers, and partnerships between universities,
research institutes, and the private sector — would
encourage firms to invest in new ideas. These find-
ings strongly reinforce the importance of the Triple
Helix framework, in which sustainable entrepreneurial
development depends on effective cooperation among
government, academia, and industry.

Finally, entrepreneurial education and skills
development should not be overlooked. Training
programmes, business incubators, accelerators, and
mentoring initiatives can enhance managerial capac-
ity and expand networking opportunities, especially
for younger entrepreneurs who represent the most
dynamic segment of the business community. Ad-
ditional attention should also be given to retaining
highly skilled entrepreneurial talent and reducing
the long-term risks associated with brain drain and
outward migration following future EU integration
processes.

Taken together, these recommendations address
the main barriers identified through both quantita-
tive and qualitative analysis: limited access to finance,
regulatory complexity, weak institutional enforce-
ment, and insufficient institutional coordination. At
the same time, they build on the strengths revealed
in the study — the resilience of small firms, a strong
culture of innovation, and the positive effects of fair
competition and secure property rights.

Overall, the evidence suggests that enhancing
economic freedom in North Macedonia requires
more than institutional reform alone. Sustainable en-
trepreneurial growth also depends on strengthening
institutional trust, improving governance quality, and
creating an innovation ecosystem in which entrepre-
neurs perceive opportunities as accessible, transpar-
ent, and supported by stable institutions. The findings
demonstrate that economic freedom yields stronger
entrepreneurial outcomes when accompanied by an ef-
fective rule-of-law framework, coordinated innovation
governance, and stronger cooperation among universi-
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ties, businesses, and public institutions. By addressing
financial and regulatory bottlenecks while reinforcing
transparency, institutional stability, and innovation
support structures, North Macedonia can unlock its en-
trepreneurial potential, stimulate sustainable business
growth, reduce the risks of entrepreneurial migration,
and contribute more effectively to long-term economic
development across the Western Balkans.

Limitations and Future Improvements

While this study offers important insights into
the relationship among economic freedom, entre-
preneurial innovation, and business growth in North
Macedonia, several limitations warrant acknowledge-
ment. The sample, although based on 150 distributed
questionnaires, represents a relatively small subset and
is skewed towards male respondents in the IT/Tech
sector. This imbalance limits the generalisability of the
findings across industries and reduces the visibility of
female entrepreneurship and rural business initiatives,
which may face different institutional and financial bar-
riers compared to urban technology-oriented firms.

The cross-sectional design presents another limi-
tation, as it captures perceptions at a single point in
time. Institutional reforms, political developments,
and entrepreneurial behaviour are dynamic processes
that evolve continuously in transitional economies.
Consequently, a longitudinal approach would provide
stronger evidence regarding how changes in economic
freedom, governance quality, and regulatory reforms
shape entrepreneurial outcomes over time.

A further constraint concerns reliance on self-
reported perceptions. While perceptions are valu-
able indicators of the entrepreneurial climate and
institutional trust, they are also subject to bias influ-
enced by optimism, pessimism, media narratives, or
short-term political developments. The absence of
objective indicators such as profit margins, export
performance, firm survival rates, investment intensity,
or employment growth limits the robustness of the
findings and reduces the ability to establish stronger
causal relationships between economic freedom and
business performance.

Although the study was strengthened through the
inclusion of semi-structured interviews with govern-
ment representatives, the qualitative component still
remains limited in scope. A larger number of inter-
views with entrepreneurs, investors, policymakers,
and innovation stakeholders could provide deeper
insight into the institutional mechanisms that shape
entrepreneurial behaviour. In addition, focus groups
and longitudinal case studies would enable future
researchers to capture more nuanced experiences of
innovation processes, institutional trust, and business
adaptation strategies.

Another limitation concerns the institutional
context itself. North Macedonia represents a transi-
tional economy with unique political, historical, and
socio-economic characteristics. While this provides
valuable country-specific insights, it also restricts

the ability to distinguish localised challenges from
broader regional patterns. The Western Balkans share
many structural similarities, including post-socialist
institutional transformation, EU integration pressures,
and persistent governance challenges. However, dif-
ferences in reform trajectories, political stability,
and market development may significantly influence
entrepreneurial ecosystems across countries.

Furthermore, the study did not directly examine in-
formal institutions such as political networks, cultural
norms, social trust, and informal business practices,
despite their significant influence within transitional
economies. Future research could benefit from inte-
grating institutional sociology and political economy
perspectives to better understand how formal and
informal institutional dynamics interact in shaping
entrepreneurship.

Future research can address these limitations in
several ways. Expanding the sample to include more
diverse sectors, greater regional representation, and
greater inclusion of female-led enterprises would im-
prove generalisability and inclusiveness. Longitudinal
research designs could capture the evolving impact
of institutional reforms and EU integration processes
on entrepreneurship over time. A mixed-methods ap-
proach combining perceptual data with objective finan-
cial, legal, and institutional indicators would further
strengthen analytical validity and explanatory depth.

Future studies could also explore the role of brain
drain, diaspora entrepreneurship, and return migration
in shaping entrepreneurial ecosystems in the Western
Balkans. Comparative studies involving neighbouring
countries such as Serbia, Albania, Kosovo, Bulgaria,
and Romania would help situate North Macedonia’s
experience within a broader regional and European
framework. In addition, further research grounded in
the Triple Helix framework could examine how coop-
eration between universities, government institutions,
and private industry influences innovation capacity,
technology transfer, and long-term entrepreneurial
sustainability in transitional economies.
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The Faculty of Management of the University of Primorska hosted the 25th anniversary edition of its annual Manage-
ment International Conference (MIC), held under the theme Bridging Gaps, Building Futures: Business and Policy
in a Complex World. Co-organised with the Department of Economics, Business, Mathematics and Statistics of
the University of Trieste, the conference brought together 130 participants from over 25 countries, with 100 pa-
pers presented across sessions covering management, economics, digitalisation, innovation, the green transition,
entrepreneurship, finance, and sustainability.

Twenty-five years of MIC represent more than an academic milestone — the conference has grown into a genuine
community of scholars who return year after year, making it as much a gathering of long-standing colleagues and
friends as a forum for presenting new research. This sense of continuity was evident throughout the programme,
which opened on 3 June with a doctoral pre-conference day and a methodological workshop on qualitative re-
search and Al-assisted data analysis. The main conference featured keynote addresses by Dr Ondrej Dvoulety on
SME supporting policies (Prague University of Economics and Business, Czechia) and Dr Damjan Kukovec (Judge
at the General Court of the European Union, Luxembourg) on the geopolitics of the international economic order,
alongside a roundtable on implementing the European Green Deal in ports and a Meet the Editors session featur-
ing editors of MIC-affiliated journals.

The Book of Abstracts is available in open access at: https:/fwww.hippocampus.si/ISBN/978-961-293-577-1.pdf.

‘E-mentor’ is one of the Conference supporting journals.
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