50

Analysis of the economic impact that enterprises in the commercial and manufacturing sector in
the north of the State of Mexico have had as a consequence of the increase in the prices of raw
materials in the year 2023

Analisis del Impacto econdmico que han tenido las empresas del sector comercial y manufacturero
del norte del Estado de México como consecuencia del incremento de precios de las materias
primas en el afio 2023

Ancona-Matias, Milton 2, Huerta-Jiménez, Alan® and Lopez-Sanchez, Ivan ©

2 RORNjational Technological Institute of Mexico, Tecnoldgico de Estudios Superiores de Jocotitlan « © KYQ-1589-2024 «
0009-0001-7860-7991 « & 2043971

b RORNjational Technological Institute of Mexico, Tecnolégico de Estudios Superiores de Jocotitlan « © KYQ-1154-2024 «
0009-0005-6982-5486 « & 2043602

¢ RORNjational Technological Institute of Mexico, Tecnolégico de Estudios Superiores de Jocotitlan « = KYP-9898-2024 »
0000-0001-5221-5722 « € 599471

CONAHCYT classification DOI: https://doi.org/10.35429/H.2024.1.50.60

Area: Social Sciences

Field: Business and Administration
Discipline: Business and Accounting
Subdiscipline: Accounting and Control

Key Handbooks

Analyse the economic impact that companies in the commercial and manufacturing sector in the north of the State of
Mexico have had as a consequence of price increases. Companies in the world and in our country have suffered from the
increase in the price of raw materials caused by the economic crisis due to COVID-19, the factors are reflected in sectors
such as manufacturing and commerce. In a preliminary conclusion, considering the relative recovery of the various sectors.
The trade and manufacturing sectors are affected by the rise in commodity prices. Because they are highly dependent on
these resources, they may experience a deterioration in their profitability as their production costs rise.

Citation: Ancona-Matias, Milton, Huerta-Jiménez, Alan and Lopez-Sanchez, Ivan. 2024. Analysis of the economic impact
that enterprises in the commercial and manufacturing sector in the north of the State of Mexico have had as a consequence of
the increase in the prices of raw materials in the year 2023. 50-60. ECORFAN.

* =4 ivan.lopez@tesjo.edu.mx

Handbook shelf URL: https://www.ecorfan.org/handbooks.php

ISBN 978-607-8948-27-7/©2009 The Authors. Published by ECORFAN-Mexico, S.C. for

its Holding Mexico on behalf of Handbook H‘i’CFS. This is an open access chap{er.ur'lder :.2‘&% RE N I E CYT

the CC BY-NC-ND license [http://creativecommons.org/licenses/by-nc-nd/4.0/]

.
. 'oo‘..

R Nacional de Instituci
Peer Review under the responsibility of the Scientific Committee MARVID®- in .;..‘:.. I

contribution to the scientific, technological and innovation Peer Review Process by training

Human Resources for the continuity in the Critical Analysis of International Research. I 702 902 CONAHCYT

Empresas Cientificas y Tecnoldgicas



https://ror.org/search?query=tecnm
https://ror.org/02kry3y94
https://www.webofscience.com/wos/author/record/KYQ-1589-2024
https://orcid.org/0009-0001-7860-7991
https://ror.org/search?query=tecnm
https://ror.org/02kry3y94
https://www.webofscience.com/wos/author/record/KYQ-1154-2024
https://orcid.org/0009-0005-6982-5486
https://ror.org/search?query=tecnm
https://ror.org/02kry3y94
https://www.webofscience.com/wos/author/record/KYP-9898-2024
https://orcid.org/0000-0001-5221-5722
https://doi.org/
https://www.ecorfan.org/handbooks.php
http://creativecommons.org/licenses/by-nc-nd/4.0/
https://www.marvid.org/

51
Abstract

Companies in our country have suffered from the increase in prices of raw materials, for their part, some
have shown growth within the national scope. The economic sectors of our country as well as the
manufacturing and commercial industries show gradual recovery trends from the start of the pandemic.
Manufacturing in the industrial sector is one of the engines that generate economic growth, its healthy
functioning depends on constant production and affordable prices of raw materials and other inputs that
generate economic benefits in the regions and in sum in our nation. At present in the northern region of
the State of Mexico, business activities have presented a relative increase in productivity, have generated
jobs, which have allowed strengthening consumption, partially recovering the loss of purchasing power
of the family economy

Analysis of the economic impact that enterprises in the commercial and manufacturing sector in the north of the State
of Mexico have had as a consequence of the increase in the prices of raw materials in the year 2023.
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Resumen

Las empresas en nuestro pais han sufrido con el incremento de precios de las materias primas, por su
parte, algunas han mostrado un crecimiento dentro del &mbito nacional. Los sectores econdémicos de
nuestro pais, asi como las industrias manufactureras y comerciales muestran tendencias de recuperacion
paulatina a partir del inicio de la pandemia. Las manufacturas en el sector industrial son uno de los
motores que generan crecimiento econdmico, su sano funcionamiento depende la produccidn constante
y de los precios accesibles de las materias primas y otros insumos que generen beneficios econémicos
en las regiones y en sumatoria en nuestra nacion. En la actualidad en la region norte del Estado de México,
las actividades empresariales han presentado un incremento relativo en la productividad, han generado
empleos, mismos que han permitido fortalecer el consumo, recuperar parcialmente la pérdida del poder
adquisitivo de la economia familiar

Andlisis del Impacto econdmico que han tenido las empresas del sector comercial y manufacturero del norte del Estado
de México como consecuencia del incremento de precios de las materias primas en el afio 2023.

Objetivos ‘ ‘ Metodologia ‘ ‘ Contribucién ‘

© : ,
= /N )

Greated by Larea Greated by bsd studio
from Noun Project e ooy creatype from Noun Project

@7
@J

e
“h

@

N
C)

E
oh

Empresas, Materia prima, Sector comercial



52

Definicion del problema

In this sense, we gathered theoretical information about the company, the economic aspects of our
country, about the industries that interact in certain sectors selected for the study and the economic-
financial impact of the prices of the raw materials used in the productive aspects.

The review of the most relevant concepts is described below.

In the literature on organizations, the concept of a company is said to be a social group, which,
through capital, labor and management, produces goods and/or distributes them, for profit, to satisfy the
needs of the community.

Mexico's economic sectors that are traditionally mentioned in the various sources of information
are basically classified into 3 sectors: primary or agricultural, secondary or industrial and tertiary or
services, within which the industrial sector is the one we are addressing in this research.

Similarly, the following concepts are defined as the analysis that according to (Amit, R. and Zott,
2001). It comprises the external area of the problem, in which the parameters and conditions that will be
subject to a more specific study are established, the variables that should be the object of intense study
are denoted and delimited, and the exhaustive examination begins.

Commercial Manufacturing Sector: Comprises economic units dedicated mainly to the
mechanical, physical or chemical transformation of materials or substances in order to obtain new
products; to the serial assembly of manufactured parts and components (Osterwalder and Pegneur, 2011).

Price increase: It is observed in a country's economy and is related to the constant increase of
goods and services traded in its markets over a prolonged period of time.
(CPI, 2023)

Raw Materials: Raw material is the material extracted from other materials and/or goods that are
obtained from a natural origin and that are subsequently processed for their use and employment in
human activities and also used or transformed to produce other materials that will later become consumer
goods.

Introduction

This paper analyses various characteristics of the manufacturing sector in the commercial and
manufacturing sector, in particular the relationship between the state and the instruments for promoting
business development policy with the aim of reversing the problems of the last two years during the
pandemic. In the country's modern economy, the inflationary impact is a determining factor, which has
a negative impact on the population and businesses. There is a huge imbalance between the purchasing
power of the general population and the availability of goods and services on the market. That is, if
supply contracts, for example, as a result of a global health crisis, prices are expected to tend to rise.

According to INEGI, the CPlI is a global economic indicator whose purpose is to measure, over
time, the variation in prices of a basket of goods and services representative of household consumption
in the country. The CPI has established itself as one of the main indicators of the country's economic
performance and its applications are numerous and of great importance in the economic, legal and social
spheres. The estimation of its evolution over time, which provides a measure of general inflation in the
country, is reliable and timely thanks to the application of a methodology based on the recommendations
of international good practices and the systematisation and continuous improvement of processes
facilitated by the Quality Management System (INPC, 2023).

Justification

The COVID-19 pandemic is one of the most important challenges humanity has faced in recent times.
Its total cost in human lives is still unknown. Simultaneous to the loss of life and the profound health
crisis, the world is witnessing an economic collapse that will severely impact the well-being of large
segments of the population for years to come (Hevia and Neumeyer, 2020).
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Public and private organizations around the world have undergone drastic changes since the
beginning of the COVID-19 pandemic is considered official. In Mexico, the impact has been felt in the
three economic sectors, which is why this research aims to carry out an exploratory analysis of the
statistics available in each sector. Consumer inflation in Mexico is currently running at a high annual rate
in 2023, according to the Bank of Mexico (Banxico). With this inflation, the purchasing power of
Mexican households decreases and, consequently, the standard of living falls. A significant number of
families in the country earn very low incomes that do not cover basic needs.

In January 2023, the total National Producer Price Index (PPI), including oil, increased 0.43 % at
a monthly rate and 4.82 % at an annual rate. In January 2022, it grew 0.65 % at a monthly rate and 9.82
% at an annual rate.

By groups of economic activities, at a monthly rate, the prices of primary activities increased 0.80
%,; those of secondary activities, 0.47 % and those of tertiary activities, 0.27 %. At the beginning of 2023
and by origin of goods, the prices of Goods and Services of Intermediate Use, including oil, oil and gas,
rose by 0.27 percent, and those of tertiary activities by 0.27 percent. Services, including oil, rose 0.40 %
at a monthly rate and 3.59 % at an annual rate. On the other hand, the prices of Final Goods and Services
grew 0.44 % at monthly rate and 5.31 % at annual rate.

General objective
To analyse the impact of some economic factors and their impact on companies in the commercial and
manufacturing sector in the north of the State of Mexico as a consequence of the increase in raw material
prices in the year 2023.
Specific objectives
To investigate the theoretical information concerning the commercial and manufacturing sector
of our country in the year 2023.
To briefly describe the importance of commodity price stability in the commercial and
manufacturing sectors.

Methodology development

The methodology to be applied in this study is the collection of data in digital bibliography and through
the information available in the network mainly in governmental organizations.

Data collection technique

By means of a digital survey we intend to identify the knowledge of some entrepreneurs of two
companies in the North of the State of Mexico.

Analysis of the results

In reference to the results, we determined that when carrying out the study, the prices of raw materials
do determine in a very significant way the intentions to acquire goods and services of the analysed
sectors.

Development of the topic

Next, we present information from some governmental institutions, INEGI, IMSS, SE, BANXICO,
referring to the activities that are carried out in Mexico and on which we base the Theoretical aspects of
our investigation, the following aspects represent important activities in the national economy.
Primary activities

In January 2023, prices of primary activities grew 0.80 % at a monthly rate. The generic product with

the most significant contribution to the total index of such activities was poultry, with a monthly increase
of 1.42 per cent.
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The impact of the pandemic on economic activity in Mexico has been very significant. The
magnitude and characteristics of this impact can be identified in three distinct phases or stages. On the
one hand, there was a first effect at the end of the first quarter of 2020 to date 2023 derived from the
closure of several countries and the corresponding cancellation of flights worldwide. This represented a
huge negative shock in March in those entities and regions of the country oriented to tourism activities
such as Quintana Roo and Baja California Sur. The beginning of the confinement in Asian and European
countries was also reflected in the first major disruptions in the productive processes associated with the
global value chains of some manufacturing sectors (BANXICO, 2023).

In a second instance, economic activity in the country slowed down significantly as a result of
the decision to suspend all activities considered as non-essential (INEGI 2023).

The phases we have described have their correlates in the figures for economic activity in Mexico.
The first phase, for example, was reflected in a contraction of -1.3% in the Global Indicator of Economic
Activity in March with respect to the previous month using seasonally adjusted figures. This contraction
was caused, among other factors, by a monthly fall of -26% and -8% in the Temporary accommodation
and food and beverage services and Recreational, cultural and sporting services sectors, respectively.
Osterwalder, A., & Pegneur,Y. (2011).

Secondary activities

In the reported month, prices of secondary activities, including oil, increased by 0.47 % at a monthly
rate. This was the result of an increase in prices in the Construction sector of 2.59 per cent and
Manufacturing industries of 0.46 per cent, as well as a fall in the Mining sector of 3.19 per cent and in
the Generation, transmission and distribution of electricity, water and gas piped to final consumers of
0.23 per cent.

The business sector intends to implement certain adjustments to mitigate the impact, through
economic support, subsidies and state resources, and the opening or reinvestment in home distribution
channels.

Below are some indices that measure price increases in our country.

Table 1
Difference between the National Consumer Price Index and the National Producer Price Index

INPP
It is an estimator of the evolution of the prices of goods and

INPC

It is an indicator of the behaviour of the prices of
goods and services consumed by households.

services that make up the production of the economy. In addition
to household consumption, it also includes intermediate goods and
services, government consumption, investment and exports.

The weights are based on estimates of Mexican
household expenditure obtained by INEGI through
the National Expenditure Survey (ENGASTO-
ENIGH).

The weights are estimated on the basis of the Mexican System of
National Accounts (SNA), the Economic Censuses and the
Statistical Yearbooks.

It includes imports as a share of goods consumed
by households.

It only includes domestic production and therefore does not
consider imports.

Prices are collected at the places of purchase where
households go to buy the goods and services they
consume.

Prices are collected directly from companies producing goods or
providing services.

It is elaborated on the basis of the final price which
includes consumption taxes, transport costs and
marketing margins.

The prices quoted are mainly Free on Board (FOB) production
plant. Therefore, they do not include excise taxes, transport costs
and marketing margins; they are requested on a voluntary basis
and are confidential.

Bi-weekly periodicity. The results are published on
the 10th and 25th of each month in the Diario
Oficial de la Federacion, in a press bulletin (issued
the day before publication in the Diario Oficial) and
on the web page

Monthly periodicity. It is published no later than the 9th of each
month in a press release and on INEGI's website.

Source: INEGI 2022
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Impact on spending and consumption

In parallel to the impact on economic activity, people's spending has also been affected. This impact
occurs through two channels: supply and demand. On the supply side, because many things that
individuals might want to consume are closed or out of service for health reasons, restaurants,
entertainment, On the demand side, because reduced economic activity in turn translates into lost or
reduced income, which reduces consumption of many types of goods. In this section we will briefly
describe the impact of the pandemic and confinement on the levels of spending and consumption that
have been observed in Mexico (Drucker, 2020).

Employment is a consequence of a troubled economy and therefore represents a point of analysis
that we describe with some figures below.

Impact on Employment

There are at least two important sources of information to analyse the evolution of employment during
the pandemic in Mexico: the IMSS figures, which show the evolution of formal employment in the
private sector, and the figures from the Encuesta Telefénica de Ocupacion y Empleo (ETOE), which
provide information on both the formal and informal sectors.

It is important to note that this survey is an instrument designed by INEGI to temporarily replace
the National Occupation and Employment Survey (ENOE) and that, therefore, its figures are not strictly
comparable with ENOE (2023).

The loss of formal jobs from 2023 to date over an ordinarily long period has been
disproportionately concentrated among low-income workers. In fact, 83.7% (933,000) of all job losses
are among workers earning between 1 and 2 minimum wages.

The productive sectors that have been the most affected in relative terms have been agriculture (-
11.5%), agriculture (-11.5%), agriculture (-11.5%) and agriculture (-11.5%). (-11.5%), construction (-
10.1%) and services for persons, businesses and households (-8.6%).

In regional terms in the North of the State of Mexico, the loss of formal jobs has also been very
heterogeneous. While the national loss of jobs was 5.4% between February and June, the impact in some
states has been much greater.

As can be seen, the states that have been most affected in terms of employment are those that rely
heavily on domestic and international tourism.

Energy sector revenues estimated for the ILIF 2023 foresee a 13% drop compared to the end of
2022. On the other hand, compared to the Ley de Ingresos de la Federacion (LIF) 2022, a growth of 9.3%
is estimated. Revenue growth is driven by Pemex and the FMP, which, in turn, offset negative revenues
from the CFE. Estimated oil revenues for 2023 are expected to be higher than those approved for 2022;
however, they will be lower than those estimated for the end of the same year.

One of the sectors that is closely related to the increase in raw material prices is the electricity
sector, which has been the subject of study and interest from business sectors, as well as nearshoring,
which is the outsourcing strategy whereby a company transfers part of its production to third parties.

Mexico's electricity sector has struggled to build new generation and transmission capacity in
recent years, creating a deficit that has been exacerbated by the recent nearshoring phenomenon.
Insufficient electricity infrastructure could hinder the realisation of investments. Furthermore, should
these investments be made, they could amplify pre-existing problems within the electricity sector. The
reason is that, while nearshoring could rapidly accelerate economic growth in the short term, the power
sector could take several more years to catch up due to the long lead times associated with lengthy
infrastructure projects (Fuentes, 2023). This phenomenon underscores the urgent need for Mexico to
address the vulnerabilities of its electricity sector, not only to meet current demands but also to capitalise
on the opportunities presented by nearshoring.
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Figures up to 2023 indicate a slowdown in certain sectors, however, recovery and price stability
depends on the strength of the domestic economy as well as on some external factors and the linkages
between nations that exchange products, in this case goods that are used as raw materials in the
production processes of companies in the different states and areas of the state of Mexico, including the
northern zone.

Survey on the analysis of the economic impact on companies in the commercial and manufacturing
sector in the north of the State of Mexico as a result of the increase in the price of raw materials in
the year 2023.

Survey analysis

The survey we prepared for this research allows us to gather the perception of the workers of the
companies in the aforementioned sectors; it was carried out with a total of 50 people who work in the
companies located in the north of the state of Mexico, and the responses obtained yield the following
data:

1. 55% of the people surveyed consider the price increase so far this year to be "excessive"”, while
the other 45% think it is regular.

20 respuestas

@ Winimo
@ Regular
Excesivo

Figure 1
How do you consider the increase in raw material prices for the year
2023 to have been?

2. 40% agree that both the commercial and manufacturing sectors are the most affected, 25% say
manufacturing, 25% say commercial and 10% say the automotive sector is the most affected..

Box 3

21 respuestas

@ Sector primario, secundario (primario)
@ Sector terciario (servicios)

Figure 2
Of the COMMERCIAL and MANUFACTURING sectors, which do you think
has been the most affected?
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3. The majority 60% stated that the suppliers of the companies in which they work have recently
raised their prices, 35% mentioned that they raise their prices constantly and only 5% answered

that they do not.

Box 4

20 respuestas

@S
@ No

Lo hacen constantemente

Figure 3
Have your company's suppliers shown an increase in their prices lately?

90% of respondents agree that the pandemic has been a key factor in the increase in commodity

4.
prices.
Box 5
@ Si
@ No
‘ Tal vez
Figure 4

Do you consider that the covid 19 pandemic was a substantial factor for
the increase in raw material prices?

5. In the following 55% have seen their economy affected because of inflation in the decrease in the
purchase of the basic basket of goods, 20% in the lack of job opportunities, 20% in the decrease

in salary and 5% have been dismissed.

Box 6

20 respuestas

@ Disminucion de salario

@ Disminucion en la compra de la canasta
bésica
Falta de oportunidades laborales

@ Despido

Figure 5
How has your economy been directly affected by inflation?
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6. Next, we can observe that with the same percentage of 35% people believe that there will not be
a decrease in prices and that they will continue to increase, 20% are confident that there will be a
decrease in prices.

Box 7

20 respuestas

[ il
® No
Tal vez
@ Seguiran en aumento

Figure 6
Do you think that in the remainder of 2023 there could be a decrease in the prices
of some raw materials?

Box 8

Table 2
Percentage increases in raw materials consumed in manufacturing and commercial industries by sub-
sector, 2020 -2022

Sector / subsector Raw materials | Raw materials | Raw materials
consumed 2020 | consumed 2021 | consumed 2022
Industrias manufactureras 70 75.5 77.5
Food industry 63.4 70.7 76.4
Beverage and tobacco industry 37.6 38.2 40.9
Manufacture of textile products 63.4 66.8 73.7
Manufacture of clothing 1.1 1.2 1.4
Tanning and finishing of leather and fur | 65.3 69.7 73.8
Paper industry 53.4 61.1 71.7
Petroleum products 74.9 78.9 93.1
Chemical industry 59.8 64.9 74.6
Plastics and rubber industry 49.9 56.4 71.7
Non-metallic mineral products 37.6 38.9 40.6
Manufacture of metal products 68.9 70 76
Manufacture of machinery and 64.9 72.4 75.8
equipment
Manufacture of computer equipment 37.6 39.8 45.8
Manufacture of electrical appliances 74.9 78.2 81.9
Manufacture of transport equipment 75.8 82.6 86.8
Furniture manufacture 55.9 58.3 63.4
Other manufacturing industries 37.9 40.6 45.9
Commercial industries 69.6 735 82.9
Car dealers 75.8 82.6 86.8
Bookshops 53.4 61.1 71.7
Clothing shops 1.1 1.2 1.4
Greengrocers 63.4 70.7 76.4
Toy shops 49.9 56.4 71.7
Supermarkets 63.4 70.7 76.4
Of services 37.6 39.8 45.8

Source: INEGI 2022
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The data is updated after the end of the information reference year. The dissemination date of this
survey is established in INEGI's Calendar for the Dissemination of Statistical and Geographic
Information of National Interest.

Conclusions
In a preliminary conclusion, considering the relative recovery in various sectors. The trade and
manufacturing sectors are affected by the increase in commodity prices. As they are highly dependent on

these resources, they may experience a deterioration in their profitability, as their production costs rise.

This can lead to job cuts or the need to pass on cost increases to product prices, which affects
competitiveness in the market.

Consumption of materials to supply industries and meet the needs of populations has increased.
This increased demand has put pressure on the commercial and manufacturing sectors to raise prices, as
supply has not always kept pace.

On the other hand, the COVID-19 pandemic has had a significant impact on commercial and
manufacturing sectors around the world, such as business closures, supply chain disruptions, decreased
job opportunities, among others.

The increase in prices has multiple consequences that affect businesses, consumers, retailers,
employers and supply chains as a whole. Purchasing power decreases, companies face difficulties in
financial planning, pricing and production costs can increase significantly.

It is essential for companies in the above sectors to be aware of price changes and seek strategies
to mitigate the effects of inflation, such as improving efficiency in cost management and looking for
more cost-effective sourcing alternatives.
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