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Abstract

Digital transformation has had a significant impact on accounting and business practices today,
particularly on the way public accountants manage accounting and administrative processes, as well as
on the economic growth of businesses. Digitization has given rise to digital tools and automated systems
that have substantially changed the work methodologies of professionals in the field, challenging
traditional practices and opening up new possibilities for business economic growth. This study aims to
analyze the benefits of implementing a digital tool in both formal and informal businesses in the
municipality of Jocotitlin—shifting from traditional practices to digital ones—with the goal of achieving
economic growth based on increased sales compared to other municipalities in the northern part of the
State of Mexico. Within the field of financial accounting, the profession of public accountant is being
reshaped, evaluating both the benefits and challenges associated with this transformation, and providing
a comprehensive view of current and future needs in the accounting field.

Study of economic efficiency in formal and informal businesses, to identify the
benefits of a digital transformation in the municipality of Jocotitlan

| Objectives | | Methodology | | Contribution

Digital Transformation, Formal businesses, Informal businesses, Economic growth
Resumen

La transformacién digital ha tenido un crecimiento e impacto muy importante en la actualidad en el
manejo de la contabilidad y en los negocios, particularmente en la forma en que los contadores publicos
gestionan los procesos contables y administrativos, asi como en su crecimiento econdmico de los
negocios. La digitalizacion ha dado paso a herramientas digitales y sistemas automatizados que han
modificado sustancialmente las metodologias de trabajo de los profesionales del area, desafiando las
practicas tradicionales y abriendo nuevas posibilidades de crecimiento econémico de los negocios. Este
planteamiento busca analizar los beneficios de la implementacion de una herramienta digital en los
negocios formales e informales del municipio de Jocotitlan de pasar a las practicas tradicionales a las
ahora practicas digitales con el objetivo de lograr un crecimiento econémico en base a su incremento de
sus ventas en comparacion a otros municipios de la parte norte del estado de México, dentro de la
contabilidad financiera estd reformulando la profesion del contador publico, evaluando tanto los
beneficios como los desafios que conlleva esta transformacion, y proporcionando una vision integral
sobre las necesidades actuales y futuras en el campo contable.

Estudio de la eficiencia econdémica en los negocios formales e informales, para identificar
los beneficios de una transformacion digital en el municipio de Jocotitlan

| Objectives | | Methodology | | Contribution |

Transformacién Digital, Negocios formales, Negocios informales, Crecimiento econémico
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Introduction

Technological developments have had a profound impact on various areas of knowledge and professional
practice, and business accounting has been no exception.

As noted by Florez (2012), in the digital age — the new reality for accountants — changes are
constant as technology advances; this is a necessity for all professionals who work with new platforms
in different environments, such as economics and accounting, and even the new use of accounting
software or web-based tools.

There are several key reasons why it is essential to examine this transformation. Firstly, the
digitisation of accounting offers clear benefits, such as improved accuracy, a reduction in human error
and increased operational efficiency, which represent a competitive advantage for business professionals
who successfully adopt these technologies. However, there are also challenges that may hinder the
successful implementation of these tools, such as resistance to change, a lack of adequate training and
limited access to advanced technologies, particularly in the case of informal businesses or those owned
by people aged between 40 and 70, due to their resistance to digital change.

It is essential to understand how this change is affecting the accounting profession and businesses
in terms of competencies and skills. Chartered accountants and businesses must constantly adapt to new
tools and regulations, which requires continuous training in areas such as technology, process automation
and data analysis. Accountants and businesses run the risk of falling behind in a competitive environment
that demands agility and precision.

Studying this evolution is crucial to understanding how businesses can leverage digital tools to
improve their performance, whilst analysing the obstacles and strategies needed to facilitate the adoption
of digital tools in business. In this way, this analysis provides a solid foundation for understanding the
changes in financial accounting and offers insights into how professionals and both formal and informal
businesses can prepare for the challenges and opportunities arising from the digitalisation of accounting.

Whilst digital tools offer benefits in terms of efficiency, accuracy and regulatory compliance,
questions remain regarding the adaptation of chartered accountants to these changes and the challenges
faced by economic entities in implementing and optimising the use of accounting technologies. In this
context, several questions arise: How has digitalisation impacted formal and informal businesses? What
constraints do formal and informal businesses face in adopting these tools? What skills and competencies
must accountants and local businesses develop to adapt to this new digital environment?

Methodology

This research project involved a study and analysis of digital tools in terms of efficiency, accuracy and
regulatory compliance within formal and informal businesses in the municipality of Jocotitlan, as well
as an examination of how business owners and chartered accountants are adapting to these changes and
the challenges businesses face in implementing and optimising the use of technological tools. In this
context, several questions arise: ¢ How has digitalisation impacted formal and informal businesses? What
constraints do formal and informal businesses face in adopting these tools? What skills and competencies
must accountants and local businesses develop to adapt to this new digital environment?

The impact of digitalisation on formal and informal businesses

This section analyses the effect that digital transformation has had and will have on formal and informal
businesses in the municipality of Jocotitlan, highlighting their economic growth at municipal and state
level; the implementation of certain digital tools has improved financial management, decision-making
and sales growth.

The introduction of digital tools has not only transformed the work of accountants but has also
brought about significant structural changes within both formal and informal businesses in the
municipality.
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With the implementation of technology in accounting processes, the role of the accountant has
evolved towards a more analytical and strategic profile. Today, accounting professionals use digital
platforms that automate processes, enable real-time recording, generate dynamic reports and facilitate
regulatory compliance. This evolution has made proficiency in accounting software systems essential, as
well as skills in financial analysis and the use of data visualisation tools.

Virtually any digital technology can play a role in a business’s digital transformation strategy, but
these technologies are most closely associated with transformation initiatives such as the following:

- Mobile technology

- The Internet

- Artificial intelligence (Al)
- Social media

- Accounting software

— CRM systems

Digital accounting enables greater integration across business areas, strengthens internal control
and improves access to financial information.

Experts and organisations attribute a range of benefits to digital transformation, from
improvements in the supply chain and resource management to significant increases in sales, profitability
and competitiveness.

Some of the benefits observed include:

- Improved quality of information for decision-making.
- Increased sales

- Resource savings and operational efficiency

- Greater customer satisfaction and loyalty

- Rapid and continuous innovation

- Greater resilience to change

- More efficient workflows and operations

- A more engaged workforce

— Enhanced cybersecurity

- New sources of revenue

Economic growth of formal and informais businesses in the Municipality of Jocotitlan

Our statistical data is based on the Municipal Economic Activity Index (IMAE), a basic statistical tool
published by the Institute of Geographical, Statistical and Cadastral Information and Research of the
State of Mexico (IGECEM). This tool enables us to understand the scale, composition, distribution and
behaviour of economic activity across the 125 municipalities of the State of Mexico.

The municipality of Jocotitlan has seen very little growth in the economic sector since 2017,
which saw its highest increase of 0.736 per cent in its economic contribution compared with other
municipalities in the State of Mexico. It currently has an economic contribution of 0.687 per cent, which
is considered low compared with the businesses established in the municipal capital.



Table 1

Economic contribution of the municipality of Jocotitlan in the State

of Mexico, 2012—2023

Afio Percentage of the IMAE
2012 0.583%
2013 0.675%
2014 0.700%
2015 0.695%
2016 0.706%
2017 0.736%
2018 0.725%
2019 0.698%
2020 0.688%
2021 0.681%
2022 0.681%
2023 0.670%

0.008

0.007

0.006

0.005

0.004

0.003

0.002

0.001

0

Source: Compiled by the author using information from IGECEM (2024)

0

Figure 1

Economic contribution of the municipality of Jocotitlan in the State

of Mexico, 2012—2023

Note: The figure for 2023 is a preliminary estimate obtained from IGECEM
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The municipality of Jocotitlan ranks 27th in the municipal ranking of economic activity generated
in the State of Mexico; according to a source from the State of Mexico’s Tax Institute, this places the

municipality low in terms of economic contribution.



Table 2

Municipalities in the State of Mexico with the highest IMAE, 2023

Position Ranking IMAE % of the total
Municipality Mdp in real terms

1 Naucalpan de Juarez $ 362,884.00 16.16%
2 Tlalnepantla de Baz $ 263,035.00 11.71%
3 Toluca $ 242,247.00 10.79%
4 Ecatepec de Morelos $ 207,139.00 9.22%
5 Cuautitlan Izcalli $ 130,766.00 5.82%
6 Tultitlan $ 83,868.00 3.74%
7 Atizapan de Zaragoza $ 71,193.00 3.17%
8 Metepec $ 67,737.00 3.02%
9 La Paz $ 64,029.00 2.85%
10 Nezahualcoéyotl $ 61,348.00 2.73%
Suma parcial $1,554,245.00 69.20%

Source: Compiled by the author using information from IGECEM (2024).
Note: The figure for 2023 is a preliminary estimate taken from IGECEM

The main economic activity in the municipality of Jocotitlan is trade, which accounts for 56.7 per
cent of the municipality’s economic structure. This includes businesses such as clothing shops, food
shops, stationery shops, grocery shops, hardware shops, shoe shops, bakeries and patisseries, animal feed
and fodder, dairy products and handicrafts, amongst others.

Table 3
Economic structure of the services sector in the municipality of Jocotitlan, 2023

Economic activity Mdp in % of the total
real terms

Retail 389.28 56.70%
Transport, postal services and warehousing 0.00 0.00%
Mass media information 4.32 0.60%
Financial and insurance services 0.00 0.00%
Real estate services and rental of tangible and intangible property 37.26 5.40%
Professional, scientific and technical services 0.41 0.10%
Corporate services 0.00 0.00%
Business support services, waste management and remediation services 128.87 18.80%
Educational services 0.01 0.00%
Health and social care services 10.93 1.60%
Cultural, sporting and other recreational services 1.84 0.30%
Temporary accommodation and food and beverage preparation services 28.77 4.20%
Other services, excluding government activities 46.01 6.70%
Legislative, governmental, judicial and international and extraterritorial 38.99 5.70%
organisation activities
Total for the services sector 686.69 100.00%

Source: Compiled by the author using data from IGECEM (2024).
Note: The figure for 2023 is a preliminary estimate obtained from IGECEM

The study found that, whilst trade is the main economic activity in the municipality of Jocotitlan,
its economic contribution at state level is considered low, given that there are more than 2,380 registered
businesses throughout the municipality according to INEGI data, plus an estimated 1,600 unregistered
informal businesses in the municipality; the municipality’s Economic Development Department’s
database lists only 422 registered businesses, which indicates that, at the municipal level, there is a
shortfall in the economic contribution made by the municipality’s businesses.
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According to information obtained from the State of Mexico’s Tax Institute and the Economic
Development Department of the municipality of Jocotitlan, we found that a considerable proportion — 48
per cent — of businesses engaged in trade are not registered in the municipality’s database and therefore
fall within the informal sector; it is important to analyse why they are not registered.

How can digital transformation help both informal and formal businesses to increase their
economic contribution at municipal and state level?

Digital transformation is currently a key tool for businesses to increase sales and manage technological
resources more effectively; this can help businesses improve their economic contribution as they would
achieve better sales results.

Most businesses located in the town of Jocotitlan are classified as small enterprises, as they
employ between 5 and 20 staffs. These small businesses are currently facing an unprecedented digital
revolution, as they have not yet implemented even basic digital tools such as websites, social media,
mobile apps, CRM systems or accounting software. It was found that 3 out of every 10 businesses do not
have a digital tool, which makes the need to digitise commerce in Jocotitlan all the more evident.

We now live in a society where more and more everyday tasks and transactions are carried out
using mobile phones, but the lack of training and the average age of established business owners—which
ranges from 40 to 70 years— means they find it difficult or are reluctant to implement any technological
tools, due to a lack of theoretical and practical training to help them use such tools; this has led to a digital
divide in the main town of Jocotitlan.

We will outline the most important aspects for initiating the digital transformation process in the
main town of Jocotitlan:

1. Planning

When implementing a digital tool in a business, the first step is to assess the business’s actual needs in
order to select the appropriate digital tool and ensure success, based on the following framework.

Figure 2
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2. Training, implementation and monitoring
As previously mentioned, one of the challenges affecting the digitalisation of businesses in Jocotitlan is
the adaptation of business owners, as this is essential to ensuring the success of the digital transformation.
As a first step, it is important to recognise that all employees and business owners must adopt a new

mindset regarding the digital world, through training in the use of digital tools in business, as well as
monitoring the implementation of the digital tool. The following implementation plan is proposed:

Proposals for digital tools for businesses

Figure 3

Based on an analysis of the various digital tools that can be implemented in both formal and informal
businesses, we can cite the following examples:

- Signing up for and implementing internet access in businesses, as 3 out of every 10 businesses
do not have an internet connection for business use.

— The use of Al (Artificial Intelligence), a computer tool that can help automate tasks, improve
customer service and aid decision-making through data analysis, such as in the creation or
redesign of logos, business names and slogans, amongst other basic business tasks

— The use of CRM (Customer Relationship Management) software, which helps businesses
organise customer data, track sales and automate tasks such as consolidating information on
potential customers.

— The use of social media platforms such as Facebook, TikTok and Instagram, to name a few, with
the aim of raising the business’s profile and attracting new customers.

- The use of mobile phones, including the WhatsApp app, to create a group with potential
customers and add new customers to it, so that offers or new products can be shared with them;
this is intended to gradually introduce the use of mobile apps into the business.

- The use of card payment terminals and mobile banking to accept other forms of payment, not just
cash, and to avoid losing customers due to a lack of alternative payment methods.

By initially adopting some of these tools, the digital transformation of formal and informais
businesses in Jocotitlan can be set in motion, with the aim of initially increasing their sales by 25 per cent
to combat the digital divide, boost sales and thereby drive economic growth at the municipal level.
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Results

Following an analysis and survey of businesses established in the municipal capital of Jocotitlan, it was
found that they are lagging behind digitally, as 3 out of every 10 businesses do not have an established
digital tool to assist with their administrative and accounting management. The implementation of a
digital tool in both formal and informal businesses will enable them to increase their sales, streamline
their accounting and administrative processes, and facilitate decision-making, enabling them to be more
competitive compared with other nearby municipalities such as Ixtlahuaca, Atlacomulco and Jilotepec,
to name but a few. Similarly, informal businesses will be able to transition into formal businesses,
enabling the municipality of Jocotitlan to boost its economic growth at state level.

Conclusions

In conclusion, we can say without a doubt that digital transformation can enable many of the businesses
established in the municipality of Jocotitlan to improve their accounting and administrative processes
with the aim of increasing their sales through the use of digital tools; we must emphasise that the
implementation of digital tools opens up new channels for interacting with customers in a different way,
providing faster services and communication. Digital transformation in Jocotitlan’s local businesses will
have an impact on its main economic activity—trade—as the aim is for each business to attract new
customers and thereby increase its rate of economic growth at the state level.
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