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Abstract

The payment of taxes or tribute has existed for a long time, with different purposes and always with a

guarantee of superiority, monarchy, and management of conquests; As a result of this, there are injustices
or lack of tax justice, discrepancy, derived from the existence of an active subject and a passive subject,
that is, one charges and one must pay, so find the associated factors that define or identify a perception
of fair or justice at the time of settlement of a tax. There must be reciprocity between the payment of tax
and the return through social spending; Hence, subjectively we try to find those factors that prevent small
and medium-sized companies from making their tax payments in a timely and correct manner, which
often become social debtors and, in their most serious way, disappear from the business environment.
fiscal, commercial, and social.

Factors associated with the payment of taxes to SMEs

Obijetivos

Metodologia

Contribucion

Identify  tax reciprocity
between tax authorities and
SMEs

Determine a tax perspective
for SMEs

Explain the main causes or
determining  factors  why
SMEs cease to exist or pay
taxes and therefore disappear
Explain the factors
qualitatively and
guantitatively based on a
practical example

It is a qualitative investigation, determined
by having subjective and fictitious data from
a SME company, used as a sample in the
article.

It uses quantitative research, because figures
and quantities attached to reality are used to
establish the current context and establish
the history of SMEs in Mexico

Finally, it uses exploratory research through
the use of fiscal data and administrative
activities of the authorities, which allow
understanding to generate and guide SMEs
to carry out more detailed administrative
control without this being a detriment to
their business activity.

Establish a perspective of tax justice,
determining elements and business factors that
make SMEs suffer during their initial life, and
counteracting these indicators are financial tools
such as: financial planning, administrative
control and budgetary control.
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SME, Justice, Taxation

Resumen

El pago de impuestos o tributo ha existido desde hace mucho tiempo, con finalidades diferentes y siempre
con garantia de superioridad, monarquia, y manejo de conquistas; a raiz de esto existen injusticias o falta
de justicia tributaria, discrepancia, derivado a la existencia de un sujeto activo y un sujeto pasivo, es
decir, uno cobra y uno debe pagar, por eso encontrar los factores que asociados definan o identifiquen
una percepcion de justo o justicia en el momento de liquidacion de un impuesto. Debe existir una
reciprocidad entre el pago de impuesto y el regreso a través de gasto social; de ahi que subjetivamente se
intente encontrar esos factores que impiden a las pequefias y medianas empresas a realizar sus pagos
tributarios de manera oportuna y correcta, que muchas de las veces se convierten en deudores sociales y
en su camino mas grave, desaparecen del &mbito empresarial, fiscal, comercial, y social.

Factores asociados al pago justo de impuestos por las Pymes

Obijetivos

Metodologia

Contribucién

Identificar la  reciprocidad
tributaria entre las autoridades
fiscales y las Pymes

Determinar una perspectiva
tributaria de las Pymes

Explicar las principales causas o
factores determinantes por las
que las Pymes dejan de existir o
pagar impuestos y por lo tanto
desaparecer

Explicar los factores de forma
cualitativa y cuantitativa con
base a un ejemplo practico

Es una investigacion  cualitativa,
determinada por tener datos subjetivos y
ficticios de una empresa Pyme, utilizada
como muestra en el articulo

Utiliza una investigacion cuantitativa,
porque se utilizan cifras y cantidades
apegadas a la realidad para establecer el
contexto actual y establecer la historia de las
Pymes en México

Finamente, usa la investigacion exploratoria
por el uso de los datos fiscales y actividades
administrativas de las autoridades, que
permitan la comprensién generar y orientar
a las Pymes a realizar un control
administrativo mas a detalle sin que esto sea
un agravio para su actividad empresarial.

Establecer una perspectiva de justicia
tributaria, determinando elementos y factores
empresariales que hacen que las Pymes sufran
durante su vida inicial, y contrarrestando estos
indicadores se encuentran las herramientas
financieras como: la planeacion financiera,
control administrativo y control presupuestal.
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Introduction

Taxation has existed since time immemorial in order to maintain empires, kingdoms, monarchies, regions
or states; from the primitive way as an inheritance or as a result of conquests or wars, so that governments
exist to manage the wealth of states; and for there to be taxation there must be an active subject who
collects or receives and a passive subject who pays or contributes to the support of governments.

There are discrepancies between tax justice, because who is the passive subject from the fiscal
perspective or from the taxpayer's side, fairness is not considered to be the appropriate term, as it is the
one who makes the effort, occupies and generates the wealth so that the active subject administers and
returns the wealth in the form of services or public policies to other passive subjects or people who do
not generate taxation. This is the reason why the present document attempts to develop the factors that,
when associated, define that the perception of fairness in taxation is similar for both the active and the
passive subject. These documents are presented in terms of problems, methodology, results with a range
of rationales and conclusions, as well as recommendations.

Methodology

The research structure is qualitative and quantitative, with an exploratory stance, inserting into the
theoretical framework and, according to our research objective, a series of concepts and qualities of
applicability to develop the proposal. The numerical phase is mentioned because some statistics and
numerical examples are inserted to reflect the veracity of the results. Initially, the deductive method is
used, because starting from the legal theoretical framework, assertions are made, which can be
complemented with the inductive method, which, through the numerical contributions and the examples
of applicability, general positions are developed.

Results

When people talk about justice, it implies various relations to the concept, from one-sided to generic
perspectives, as well as using the word as a colloquial synonym for equality, law, fairness and others.
Thus, for the present position, it is considered that the word must be attended and assisted by legality, as
there are documents that are inserted in the payment of taxes. In this order of ideas, the sense that the fair
payment of taxes must be preceded by legality must be supported.

Since the Political Constitution of the United Mexican States (CPEUM), the word justice is
mentioned 157 times, without this meaning that there is a variety of meanings with such numerology.

Thus, not all nominations are nouns; the vast majority are part of the pronoun of the Supreme
Court of Justice of the Nation or other administrative body that imparts the norms, of an action, verb or
text that completes the sentence. From the first line, Article 31 Fraction 1V of our CPEUM, one of the
maxims where it implies the relationship of Mexicans with respect to the contribution for the maintenance
of public expenses or of the government in its different presentations, which to the letter mentions:

The following are obligations of Mexicans: IV. To contribute to public expenditure, both of the
Federation and of the States, Mexico City and the municipality in which they reside, in the proportional
and equitable manner established by law. (CPEUM, 24).

The above paragraph is directly related to our topic, so it becomes our maximum referent, due to
the postulate of the topic of this paper; without becoming in some sense a non-confrontational legacy,
i.e. without being taken for granted that this is the case in practice and that justice on tax contributions is
fully complied with.lIt is likely that there is more than one meaning from the perception and interpretation
of Tax Justice, but what happens is that the (Mexican) State is the one who is held as enforceable by the
Constitution in Article 31, the obligation of the citizen to contribute to public expenditure, but observing
beyond this precept motivated and founded, from the economic object and satisfying the needs, In such
away that if the State, let's call it the government, designer, administrator and executor of public policies,
would be the closest possibility to cover and protect the citizens in their generic demands such as public
security, education, infrastructure, etc., while among the particular ones, we could mention that the State
would be the best way to cover and protect the citizens in their generic demands such as public security,
education, infrastructure.
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While among the particular ones we could mention non-privatised water and electricity services,
or hospital care when required, among many other satisfactions. For Azuela Guitron, quoted by Sergio
Martinez Rosaslanda, it is the normative and enforceable power of compliance with the rules of
coexistence necessary for the general common good and for the partial common goods of human
coexistence (Martinez, 2018).

For some scholars the fair payment of taxes is that there is Effective reciprocity, which implies
devolution in a collective and non-sectorised manner. For others, it is that reciprocity is efficient, meaning
that there is a return of taxation in time and in accordance with differentiated needs and with generic
coverage, as mentioned in the Journal of Public Accounting, which serves as an incentive to collective
demand (IMCP, 2021).

In some cases, the justice of tax payment is that it is returned through payment and under the
schemes of collective and individual coverage from policies of security, education, inter-social peace,
among others, but above all at all times: immediate, short, medium, long and post-long term.

For this document, it implies only those factors that influence and affect the taxpayer, from the
ability to pay, from equity, equality and homogeneous submission to the enforceability of taxes. It was
previously mentioned that reciprocity, in any of its forms, is excluded for this work, therefore, we only
work on the symmetry of tax contribution between organizations or legal entities. It is also mentioned
that tax justice is sensitive to subjectivity, because on the one hand it is a constitutional obligation, on
the other hand, in the same legality there are permissibilities of exclusion or favorable in cases where
organizations do not contribute similar amounts.

Due to non-symmetrical corporate operating conditions, functionality and normative behavior,
the assumptions can be affected by geographical circumstances, regional circumstances or circumstances
that are not favourable to the operation, such as natural catastrophes or populist political decisions that
affect taxation, such as tax exemptions.

In order to establish a dialogue with tax legality, it is necessary to mention the General Principles
of Law, which are the origin of the legal system and from which tax law and the tax principles that justify
the existence of taxes are derived (Serrano, 2018), which must be the principle of equality in taxation
due to respect for legality. These fundamental tax principles are shown in the course for the degree in
Tax Administration designed by the Instituto Consorcio Clavijero and taught by José Ruiz Tiburcio,
where they mention Justice, Certainty, Comfort and Economy; pointing to Adam Smith as their main
promoter in the book The Wealth of Nations (Ruiz, Y/N). From the perspective of the normativity, there
is a sufficiently robust quantity that implies the detachment from the Tax Law or Fiscal Law that is in
charge of the tax relations between the State and the Taxpayers, from where the Fiscal Code of the
Federation, the Fiscal Coordination Law, the fiscal codes of each one of the 32 Federal Entities and the
fiscal normativity applicable in the 2478 (INEGI, 2024) municipalities that exist in our country are
derived. There are Federal and General Laws that could be applied in Tax Law, however, the issue is not
to analyse such branch of Tax Law, but to appropriate what is considered as justly obliged to contribute
to public expenditure, according to the CPEUM.

The central theme of this document is not generic, it is not the obligatory applicability in general,
as there are differentiating taxes for Individuals and Legal Entities, taxes that are exempted for certain
sectors and even for certain taxpayers under the circumstances that are conditioned for the legal precept.

Remember that the active tax subject is the government which, at its 3 levels of government,
Federation, Federal Entities and the Municipality, have delimitations and reservations of enforceability
of licenses, permits and taxes that in summary are the tax phase, and in its swarm of regulations and
receiving functionality, generates bewilderment and ignorance for the vast majority of taxpayers,
including the leaders of SMEs.

In some official portals such as the one from the Ministry of Finance and Public Credit, which
mentions that there are 22 institutions that make up the tax sector (SHCP, 2023), but when entering to
observe it is possible that the reader may present some confusion, since most of these institutions manage
public resources to disperse or manage resources to support certain sectors, either with subsidies or loans
with preferential interest, which are development banks and do not function as tax collectors.
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The obligation to pay taxes for SMEs in Mexico often becomes very costly and complicated, due
to the lack of business culture of managers, directors or owners, who are usually the family patriarchs.

As a consequence, they do not give the necessary importance to the financial information
generated by the accountant for the preparation of taxes. The SME entrepreneur, being uninformed or
unprepared to acquire, deduct and interpret such information, does not take advantage of the active
position to do both financial and tax planning that allows him to pay close to fair taxes. It is sometimes
thought that large corporations pay less in percentage terms because of their large fiscal accounting
apparatus, however, what happens is that within the company there are three important factors:

1. Accounting discipline,
2. For this document we will call it fiscal administration from the accounting and financial
disciplines.

These three elements combined are what allow large companies to apply the accounting and tax
rules in such a way that they take advantage of all the deductions allowed by the tax laws, and at the
same time give them the appropriate accounting treatment, under the schemes of calendarised tax
administration.

Sometimes, for the operational decision-makers of SMEs, it is considered that accounting records
are not important, but in an audit these are the ones that provide data that are reflected and give materiality
to the operations, logically accompanied by the supporting document(s) that can be the Digital Tax
Receipt via Internet (CFDI), orders, entry orders, contract, etc. And if we then add that the details of the
documents are taken care of with the necessary fiscal and legal characteristics, to add financial discipline,
it becomes a virtuous circle.

Unfortunately, in Mexico the popular saying "He who does not compromise, does not advance™
seems to be the maxim in any activity, although it is not proven in business life, this is only the
demonstration of the absence of formal education or of acquiring the correct information for permanence,
and in the case of the SME manager it becomes the lack of entrepreneurial culture.

For our work, the definition of entrepreneurial culture is having the knowledge to organise an
entity in its different administrative, financial, fiscal, legal and labour aspects, among others. Each one
of them implies having an academic or innate preparation, sometimes accompanied by the personal
discipline that as a good leader drags the rest of the organisation by example. In one of the radio
interviews, a Mexican businessman was heard giving his opinion on having to pay taxes and he said the
following: "If a company does not pay its workers fairly, to cover their needs, pay taxes and be profitable
for the owners, IT ISNOT A COMPANY" (Urrea, 2022).

The SME entrepreneur's vision seems to be: exploit the worker, live well, and when you can, pay
taxes. But that is because in Mexico there is no preparation for acquiring an entrepreneurial culture and
the social support programmes for SMEs can be politically-electoral and non-repayable.

Is it possible in Mexico to be an SME with the same benefits as large companies? Let's think so.
In the country there are traditional businesses in the neighbourhoods, in the barrios, and they have a
common denominator: the leaders have developed an entrepreneurial culture. The INEGI shows the
following about these companies in its press release of June 26th on the SME Day "In 2021, almost half
of the medium-sized companies were 21 years old or older. Just over 65 % of small and 62 % of micro
enterprises with six to 10 persons employed were 11 years old or older.”
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Average age of companies
National Survey of Business Financing (ENAFIN)
(https://www.inegi.org.mx/programas/enafin/2021/, 2024)

So it is possible for a microenterprise to achieve non-burdensome tax payments that impact its
liquidity, but it is necessary to professionalise SME managers or bring them closer to multi-expert
consultancy. In the following graph we see the importance that this has had on the permanence of these
companies according to INEGI "During 2021, the general director or manager was the person who mainly
made the decisions in the companies. Note that in 15.0 % of the microenterprises, a family member of
the owner or founder was the decision-maker".

Box 2

Grande 26 187 T
Pequena 63.0 21.0 7.4 -.7

Micro 59.4 18.9 15.0 .3.5

0.0 20.0 40.0 60.0 80.0 100.0 %

u Director (a) general o gerente ® Socio (a) mayoritario (a) o fundador (a)
Familiar de la persona propietaria o fundadora = Presidente (a) del consejo de administracién
Otro (a)

Figure 2
Main decision maker 2021

National Survey of Business Financing (ENAFIN)
(https://www.inegi.org.mx/programas/enafin/2021/, 2024)

Understanding that the director or general manager is the owner of the company and that he/she
is appointed to this position because he/she is the business leader, but in order to have the permanence
we talked about in the first graph, it is because those entrepreneurs who make the decisions have been
concerned in preparing themselves to make the best decisions, and have changed their vision that the
workers must be exploited, that paying taxes and social security charges are unnecessary expenses for
the companies, but that sharing the well-being with them will contribute to the consolidation of the
companies. Similarly, entrepreneurs who value financial information and control their finances, instead
of thinking that the first thing is to live well, are the ones who manage to grow in a healthy way and
consolidate their finances, by reinvesting in order to grow. It is also important to mention that they also
know how to listen to the multi-experts, who are the specialists to propose strategies in the different
aspects.

Practical cases of analysis

The first case is a company that starts in 2008 as a paint shop for cars in Almoloya, State of Mexico, and
later moves to Toluca, State of Mexico, where it expands its sales catalogue of all types of industrial and
household paints, as the exclusive distributor of a well-known paint brand; it then opens the market to
other points of sale, bringing competition and lower sales. The owner decided to expand into hardware
products to strengthen the business, taking a loan from a bank and after a market study. But where the
problem existed was in the fiscal-financial planning, which was starting to cause him problems in two
ways:
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a) not keeping accounts that would allow him to see the true profit margin, and
b) whether they were taking advantage of the deductions to which they were entitled according to
the tax laws so that their payments would not impact their finances.

From this point onwards, attention was paid to the income tax (ISR) aspect, because value added
tax (VAT) is an indirect tax of which we are withholders and in one way or another are obliged to pay.

The latter because it is not a tax that is generated by your activity. An important fact to mention
is that this entrepreneur is taxed under the Regime of Individuals with Business Activity due to his level
of annual income.

At the beginning of the analysis it can be seen that the annual payment of ISR against his income
was approximately 18%, and the administrative, financial and fiscal control points to be highlighted are:

- Payroll. An important fact that began to contribute to the decrease in the payment of taxes is the
formalisation of this, since it was paid, but was not formalised to be stamped because it was seen
as a useless expense and not as an investment to provide security to the worker to have a stable
workforce, and today it represents 10.35% of the expenses on the income.

- Other expenses such as internet, software licenses, adaptations to the premises, petrol, stationery,
rent of the premises, insurance of vehicles, were paid in an inadequate way preventing their
deduction, when this represented another 15% of the income.

- Investments. Transport and delivery equipment was purchased informally, losing the opportunity
to depreciate and deduct financing, which represents 3% of income.

- Financing. As it is a formal financing, the cost represents 3% of the annual income.

All these deductions were not being used optimally by the company's manager until he
approached a specialist for advice, who made him see the deductions that he was not taking advantage
of because he had not had accounting to evaluate the need to formalize these expenses and thus reduce
tax payments. And to be clear that despite all this, he can continue to make profits and that if he manages
to achieve consolidation and growth with this new line of business, from being just a paint company to a
hardware store and paint supplier. In percentage terms, the annual income tax payment was reduced from
18% to 8%.

By being a taxpayer, but taking advice and formalizing payrolls, as well as integrating
consumables and assets for depreciation, the company becomes a player in tax justice, as it contributes
what it is entitled to according to the regulations, pays its payroll as it should and is also likely to make
a tax profit.

The second case in question is a contractor company that carried out work for the Federal
Electricity Commission (CFE) and industrial companies, this company was also taxed as an individual
with business activity for its income earned. As a contractor, the main expenses they had were payroll
and expenses on the equipment they used, because the investment in materials was disbursed by the
companies that hired them. The ISR tax at that time represents almost 30% of their income because of
the policies they manage for the generation of payroll. This like many entrepreneurs is to see that the
payment of social security is a fruitless expense, but it is not observed that in the case of an accident of
a worker, due to the high risk that their contracts have to do with electricity and work at high altitude,
the compensation of their workers would be nothing for their livelihood and what would fit if they
suffered a permanent disability and the insecurity that causes welfare for them; Besides, what their
deduction would represent for the decrease of their taxes, because anyway they pay the real salary to
their workers even if they are registered with the Mexican Institute of Social Security (IMSS) with the
minimum wage. Similarly, there are many expenses that were not in compliance with the provisions of
the Tax Administration Service (SAT), causing almost 50% of these expenses to become non-deductible,
i.e. they could not be deducted for tax purposes. They were analysed with numbers, resulting in the
following:

- Payroll: Currently it represents 25% of the average monthly deductible income and they do not
deduct 25% of their payroll expenses by paying it outside without stamping. This should represent
a deduction of 61% of income.
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- Expenses: of the administrative and indirect expenses of the services they provide only 1% of the
2% they spend on them.

This has an impact on taxes because they pay 12% more, the savings in social security is 11%
and the workers' dissatisfaction due to the lack of social security, welfare and future savings in the
Retirement Fund Administrators (AFORE) and the National Housing Fund Institute (INFONAVIT), as
well as the rotation of workers for the above reasons.

As an analysis of this second case, instead of paying 13% of their income for their strategies, they
pay 25% taxes to SAT and do not provide adequate benefits to their workers, causing a lack of
administration and impact on labour obligations, which can lead to legal problems later on.

Nowadays it is very difficult to make the employer understand the correctness of their economic
entities due to a bad business culture that the payment of social security is a right of the worker and not
a decision of the employer. They see this as a direct impact on their pockets and enjoy it as an absurd
saving, because they pay it in taxes and do not benefit their workers, as is the essence of labour, social
security and tax regulations in general.

Conclusions

Adhere to basic tax regulations, making use of the cognitive instruments and expertise that the accounting
professional possesses.

Make use of the Benchmarking that medium and even large companies have in terms of their 3
great strengths to face their position as taxpayers in the interaction of tax justice:

1. Accounting Discipline,
2. Fiscal Discipline and
3. Financial planning;

Which for this document we will call strengths to face the justice of SMEs in the face of
compulsory taxation through tax administration from the accounting and financial disciplines; initially
done by the accounting professional, and subsequently under the supervision of this.

Popular beliefs or the customs and habits of managers or decision-makers responsible for SMEs
and who do not have a business culture, tend to make decisions that harm both the company through
exploitative labour practices, as well as social tax justice by considering the payment of taxes as
something onerous.

If they act in the opposite way, the response would be to strengthen the organisation by means of
good labour practices through social considerations and, in any case, the probable deductions and
responsible compliance based on the obligatory nature of the regulation, which in turn would comply
with the fair payment of taxes.

From the cases analysed, it can be observed that, although businesses have strategies, and in some
cases, not good practices from the organisation for their workers, and even less so for the active taxpayer,
it is possible to be a subject with honourable tax justice and even with fiscal usefulness. Without
forgetting that by providing organizational reliability to workers through the benefits to which they are
entitled by law, labour turnover will be lower and the costs of new education and training will be less
and less, until the useful working life comes to an end. In this regard, if SMEs fall into a so-called taxable
situation, it is best to seek advice from multi - experts, and for fair tax payment from professional
accountants. The factors that lead to tax fairness can be stated to the current regulatory monitoring, but
also the confusion in the first line of tax contribution by overwhelming information; the advice of multi-
experts and on this occasion to accountants and financiers; good organizational practices in the care of
their workers and timely tax returns; and to identify through the same professionals which practices for
the acquisition of inputs, raw materials and machinery should be used in order for the corresponding
deduction to take effect; without forgetting that the interest of fair tax payment implies retribution on the
part of the active subject through general and differentiated public policies.
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In the proposed case studies, the deductive response and tax utility from formality versus
informality can be observed.

Annexes

According to INEGI data, SMEs in Mexico make up 97% of the total number of national companies,
generating employment for 79% of the total population and income equivalent to 23% of GDP; even
with this, SMEs have scarce economic conditions that do not allow them to make considerable
investments to improve their technology, infrastructure and security, generating economic and
commercial stagnation.

The following graph shows the general classification of Mexican SMEs by sector, highlighting
that most of the SMEs that close their activities belong to the Non-Financial Private Services sector with
24.92%, Trade with 18.98% and Manufacturing with 15%. Meanwhile, the largest openings of SMEs
belong to the Trade sector with 13.75%, Non-Financial Private Sectors with 12.85% and Manufacturing
with 8.78%. (https://tradeoff.com.mx/2021/09/07/las-pymes-y-su-impacto-en-mexico/, 2024)

Box 3
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Figure 3

Current situation of SMEs in Mexico
(https://tradeoff.com.mx/2021/09/07/1as-pymes-y-su-impacto-en-mexico/, 2024))
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Abbreviations

CPEUM  Constitucion Politica de los Estados Unidos Mexicanos (Political Constitution of the United
Mexican States)

INEGI Instituto Nacional de Estadisticay Geografia (National Institute of Statistics and Geography)
SHCP Ministry of Finance and Public Credit

SME Small and medium-sized enterprises

CFDI Comprobante Fiscal Digital por Internet (Digital Tax Receipt via Internet)

ENAFIN  Encuesta Nacional de Financiamiento de las Empresas (National Survey of Business
Financing)

ISR Income Tax

VAT Value Added Tax

CFE Federal Electricity Commission

SAT Tax Administration Service

AFORE Administradora de Fondos para el Retiro (Retirement Funds Administrator)

INFONAVIT Instituto del Fondo Nacional de la Vivienda para los Trabajadores (National Workers'
Housing Fund Institute)
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