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Abstract

The objective of this research was to analyze the financial
management in medium-sized enterprises in Ciudad
Juarez, Chihuahua. For this, a quantitative methodology of
descriptive non-experimental transactional design was
used. Medium-sized businesses from the commercial and
industrial sectors, established in Ciudad Juarez,
Chihuahua, were considered as the unit of analysis. 87
businesses were identified with these characteristics. The
fieldwork was completed with 31 medium-sized
businesses, a questionnaire validated by experts was
implemented and applied to the general administrators of
each business. The results show that medium-sized
businesses have an efficient financial management due to
their low level of debt and completion of investment
projects, however, these projects are primarily financed by
partner contributions and accumulated profits. Thus, to
improve the financial management in medium-sized
businesses external financing is recommended through
bank loans or the stock exchange market, likewise, the
financial resources obtained should be allocated mainly
for investment projects previously analyzed.

Financial management, Decision making, medium-
sized enterprises

Resumen

El objetivo de esta investigacion fue analizar la gestion
financiera en las medianas empresas en Ciudad Juarez,
Chihuahua. Para ello, se utiliz6 una metodologia
cuantitativa, de disefio no experimental transeccional
descriptivo. Se consideré6 como unidad de analisis a
medianas empresas de los sectores comercial e industrial,
establecidas en Ciudad Juarez, Chihuahua. Se
identificaron 87 empresas con estas caracteristicas. El
trabajo de campo se realiz6 con 31 medianas empresas, se
utilizé un cuestionario validado por expertos, el cuél fue
aplicado al administrador general de cada empresa
participante. Los resultados obtenidos muestran que las
medianas empresas realizan una gestion financiera
eficiente ya que su nivel de endeudamiento es bajo y
realizan proyectos de inversion, sin embargo, estos
proyectos son  financiados  principalmente  por
aportaciones de los socios y las utilidades acumuladas. Por
lo tanto, para mejorar la gestién financiera en las
medianas empresas se recomienda el financiamiento
externo a traves de préstamos bancarios o del mercado de
valores, asi mismo, los recursos financieros obtenidos
deben destinarse principalmente a proyectos de inversion
previamente analizados.

Gestién financiera, Toma de decisiones, medianas
empresas
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Introduction

MSMEs represent the highest percentage of
companies in Mexico, however, they have a
survival of 12 to 24 months, with a profitability
of 5 to 6% and a cost of 12% per year to acquire
bank capital (BANXICO, 2015).

In the state of Chihuahua there are
124,219 economic units, of which 123,519, that
is, more than 99% are MIPYMES, companies
with a number of employees below 250. While
in Cd. Juarez, Chihuahua there are 41,109
economic units of the which 99% are MSMEs
(INEGI, 2019).

According to the National Commission
for the Defense of Users of Financial Services
(CONDUSEF, 2015), MSMEs present various
problems related to poor administration and
financial management, which causes these
economic units to have a short period of
existence. Rodriguez (2016), points out that
financial management in MSMEs s
characterized by insolvency and low liquidity, as
a result of ineffective financial policies or by the
ignorance of the owner or manager regarding the
proper management of their resources.

Castillo and Ceballos (2014), suggest
that MSMEs retain a culture in which they seek
to finance themselves through personal loans or
banking institutions, however, the products
offered by these institutions generate high
financing costs and difficulty in obtaining them
due to the requirements that companies must
meet.

When MSMEs require financing, they
can opt for a banking or non-bank one through
government institutions, in both cases the
presentation of an investment project is
necessary, the credit institutions require
formality and presentation of the project so that
it is feasible to obtain the credit (Castro, 2017).

According to Gonzales and Quizhpe
(2012), a company to grow needs financing and
increases sales, and to achieve this, it requires
investments in accounts receivable, inventories
and fixed assets. In the short term, this financing
can be derived from additional sales, as well as
retained earnings. The above is achieved with
efficient short-term financial administration.
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Regarding medium-sized companies,
their importance in the country is that they
contribute 25% to 40% of the Gross Domestic
Product (GDP) considering collateral added
value (HSBC, 2017). In 2014 they employed
3,029,362 workers, which represents almost
16% of the total population employed in the
country (Gonzélez, 2015).

The medium-sized companies, due to
their characteristics in terms of income
generation and employed personnel, are forced
by their level of operations to have effective
internal controls, detailed accounting records
and greater fiscal commitments. Therefore, they
require effective financial management.

The purpose of financial resources
management is to obtain resources (either by
capital contributions or credit), their correct
management and application, as well as efficient
coordination of working capital, investments and
results, to make sound decisions (Perdomo,
2008).

An alternative option to obtain financial
resources is through the Stock Market, where
companies, credit institutions and government
agencies offer financial instruments among the
investing public, who acquires them through
financial intermediaries (BMV, 2019).

According to Nava (2009), the analysis
of financial management allows identifying the
economic and financial aspects that show the
conditions in which a company operates with
regard to the level of liquidity, solvency,
indebtedness, efficiency, performance and
profitability, facilitating the taking of
managerial, economic and financial decisions in
business activity.

Analyzing the financial management of
medium-sized companies will provide best
practices that will contribute to improving their
performance and encouraging their growth.

Therefore, the objective of this research
was to analyze the financial management of
medium-sized companies in the commercial and
industrial sectors in Ciudad Juérez, Chihuahua.

MEJIA-HERNANDEZ, Marisela, CASTILLO-GALEANA, Abelardo,
DURAN-ORTIZ, Martin Joel and VEGA-MARQUEZ, Fatima. Analysis of
financial management for decision making in medium-sized enterprises in
Ciudad Juarez, Chihuahua. Journal of Microfinance Planning and Control.
2019



41

Avrticle Journal of Microfinance Planning and Control

Methodology

The nature of the research was quantitative,
descriptive  non-experimental  transectional
design. The study variable was financial
management and the indicators considered for its
measurement were: financial performance,
financial ~ structure, use of information
technologies, financial decision making, long-
term financial administration and short-term
financial administration.

The investigation was carried out in
Ciudad Juarez, Chihuahua in the months of June
to September 2018.

The information collection was carried
out through the survey method, a questionnaire
was administered that was designed considering
the existing literature as reference and validated
by a group of experts. The questionnaire was
divided into two sections, the first one included
general data and the second section consisted of
15 dichotomous questions and 10 closed
multiple-choice questions that addressed the
indicators of the variable financial management.
It was considered as a unit of analysis for
medium-sized companies in the commercial and
industrial sectors, established in Ciudad Juérez,
Chihuahua. 87 companies with  these
characteristics were identified.

For this, the database of the National
Institute of Statistics and Geography (INEGI)
was taken as a sampling frame. Considering this
number of companies, it was proposed to make
a census with the intention of including all of
them in the study. The field work was carried out
with 31 companies that met the characteristics
required for this investigation. In each
participating company the questionnaire was
applied to the general administrator. The
information collected was processed and
analyzed using the statistical software SPSS
version 24.

Results
This section presents the socio-labor indicators,

and the results of the indicators of the variable
financial management.
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Socio-labor indicators

31 medium-sized companies participated in this
research, of which 52% belong to the
commercial sector and 48% to the industrial
sector. The two sectors mentioned are those that
group the largest number of medium-sized
companies in Ciudad Juarez, Chihuahua.

Table 1 shows the distribution by
seniority and sector of the companies
participating in the study. The results show that
60% of medium-sized companies in the
commercial sector and 63% of those belonging
to the industrial sector are between 6 and 15
years old.

Antiquity (years) | Comercial | Industrial | Total
% % %
0to5 13 12 13
610 10 53 44 48
11to 15 7 19 13
16 to 20 0 6 3
21 and more 27 19 23
Total 100% 100% | 100%

Table 1 Age and sector of medium-sized companies
Source: Self Made

Financial performance

Table 2 shows that 94% of the respondents
affirm that in the company a financial
management is carried out in which the financial
statements are audited, analyzed and made
projections that are subsequently reviewed
against the results obtained. While 6% state that
the above is not fulfilled. It is important to
mention that 16% of the participants in the
sample indicate that the financial statements are
not audited by an internal control area.

Yes No

Question %
Avre the financial statements audited by an
. 84| 16
internal control area?
Is an analysis of the financial statements
made to know their liquidity, operational 97| 3
efficiency, solvency and profitability?
Are annual projections of sales, costs and

97 | 3
expenses made?
Are projections reviewed against the
actual results of the performance 97| 3

obtained?

Average | 94| 6

Table 2 Financial performance
Source: Self Made
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Figure 1 shows that 74% of respondents
believe that the financial performance of the
company in the last 5 years is satisfactory, while
23% maintain a neutral position and 3% consider
that the company has had a poor performance.

Deficiente 3%
Ni satisfactorio ni deficiente 23%

Satisfactorio 74%

0%  20% 40% 60%  80%

Graphic 1 Financial performance of the company in the
last 5 years
Source: Self Made

Financial structure

With respect to the financial structure indicator,
figure 2 shows that in 90% of the companies
participating in this study the assets that come
from external financing are in a range of O to
49% with respect to the total of their assets.
While in 10% of companies the assets acquired
with external financing are between a range of
50% and greater than 60%.

60% +
50 - 60 %
30-49%
10-29%

0-9%

68%

0% 20% 40% 60% 80%

Graphic 2 Assets from external financing
Source: Self Made

Use of information technologies

Table 3 shows that 84% of respondents state that
the company has software for financial
management and 14.5% mention that there is no
support software.

Yes | No ND

Question %
Does the company have any software
; : 81 19
for financial management? 0

Does the company have a computer
. 87 10 3
system for inventory management?
Average | 84 | 145 | 15

Table 3 Use of information technologies
Source: Self Made
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Information management

Table 4 shows that 100% of respondents agree
that the company uses the information in the
financial statements for decision making, and
93% of the participants indicate that the
accounting and financial information has been
available when it has been required to obtain
credits. While 7% evidence the lack of
information.

Question
Is the information in the financial
statements used to make investmentand/ | 100 | 0

or financing decisions?
Has accounting and financial information
been available to facilitate credit?

93 | 7

Table 4 Information management
Source: Self Made

Financial decision making

Figure 3 shows that 39% of the companies
participating in this study mention that they do
not currently have any type of financing, 39%
obtain financing from partners, 10% are
financed by banks and suppliers, 6% obtain
supplier financing, 3% has bank financing and
the remaining 3% obtained financing from banks
and partners.

Ninguno I 39%
Bancario y socios [l 3%
Bancario y proveedores [N 10%
Socios INNEEENENEGEGGNGNGNNEE 39%
Proveedores I 6%
Bancario [l 3%

0%  10% 20% 30% 40% 50%

Graphic 3 Current financing
Source: Self Made

The results in graph 4 show that of the
total of companies that obtained some type of
financing, 80% allocated the resources obtained
to investment projects, 10% for the payment of
debts and the remaining 10% for various
purposes.
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Otro 10%

Proyectos de

- -z 0,
inversion 80%

Pago deudas 10%

0% 20% 40% 60% 80% 100%

Graphic 4 Use of financing
Source: Self Made

Figure 5 shows that in 84% of the
companies surveyed the main partner and / or
owner are the ones who make the financial
decisions, in 10% it is the administrator, in 3%
the main partner, owner and / or administrator
and in the remaining 3% the counter.

Socio/Duefio/Admi

0,
nistrador 3%

Administrador 10%
Contador 3%

Socio/Duefio

84%
0% 50% 100%

Graphic 5 Financial decision making
Source: Self Made

Figure 6 shows that 81% of the
companies surveyed make financial decisions
based on the available information, while 16% is
based on experience and the remaining 3% on
intuition.

informacion [N 5.
Intuicion [ 3%
Experiencia [ 16%
0% 20% 40% 60% 80% 100%

Graphic 6 Approach to financial decision making
Source: Self Made

Long term financial administration

Table 5 shows that 68% of the companies
participating in this research claim to have
carried out a long-term investment project in the
last 5 years, while 32% responded negatively.
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On the other hand, 39% of companies
indicate that they currently have a long-term
investment project and 61% currently do not
have an investment project. 89% say they
evaluate the financial cost of the various
financing options, while 11% mention that they
do not perform this evaluation.

Yes | No
Question %
Has the company had long-term 68 | 32
investment projects in the last 5 years?
Does the company currently have a long-
. . 39 | 61
term investment project?
Is the financial cost of the various
; . - 89 | 11
financing options evaluated?

Table 5 Long term investment projects
Source: Self Made

Graph 7 shows that of the total number of
companies that currently have a long-term
investment project, 46% indicate that resources
are invested in research and development, 38%
invest resources in expansion, 8% in fixed assets
and 8% remaining in various activities.

Otro M 8%
Ampliacion de laempresa NG 35%
Investigacion y desarrollo NN 6%

Activos fijos [l 8%

0% 10% 20% 30% 40% 50%

Graphic 7 Investment projects
Source: Self Made

Figure 8 shows that of the total number
of companies that have developed a long-term
investment project in the last 5 years, 79% have
considered the completion of the project taking
as reference that the products present a
competitive advantage, 16% market growth,
while 5% take into account the existence of few
competitors in the market.

Productos con ventaja

s I 79Y
competitiva 79%

Competencia W 5%

Crecimiento mercado [ 16%

0% 20% 40% 60% 80% 100%

Graphic 8 Factors considered when conducting an
investment project
Source: Self Made
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According to the results presented in
figure 9, of the total number of companies that
have developed a long-term investment project,
30% of the companies carry out a technical
study, 25% a financial study, 25% a market
study , 15% carry out a study considering the
technical, financial and market aspects, while
5% carry out a technical and financial study.

Técnico y Financiero I 5%
Tec/Finan/Merc I 15%
Mercado IS 25%
Financiero G 25%

Técnico NN 30%

0% 20% 40%

Graphic 9 Studies prior to an investment project
Source: Self Made

Figure 10 shows that the main source of
financing in 53% of the companies surveyed is
the accumulated profits, 42% indicates the share
capital and 5% indicates that the bank's main
source of financing is.

Utilidades acumuladas [N 53%
Capital Social [INEGGEEE 42%
Gobierno 0%

Bancos [l 5%

0% 10% 20% 30% 40% 50% 60%

Graphic 10 Main source of financing
Source: Self Made

39% of the companies participating in the
sample consider the increase in productivity as a
determining factor to request financing, 29% an
increase in sales, 16% business opportunities,
3% consider the three previous factors, the 3%
increase in productivity and opportunities, and
the remaining 10% consider other non-specific
factors, as shown in figure 11.

Otro mmmm 10%
Productividad/oportunidades/.. B 3%
Productividad/oportunidades ® 3%
Oportunidades I 16%
Productividad S 39%

Ventas I 29%

0% 20% 40% 60%
Graphic 11 Factors considered when requesting financing
Source: Self Made
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With reference to the process to access a
loan in banking institutions in Figure 12, it can
be seen that 58% of the companies surveyed
mentioned not having requested bank financing,
19% affirm that the process is adequate, 16%
mention that it is partially adequate, while 7%
consider the process not adequate.

No ha solicitado
financiamiento bancario

No adecuado M 7%

I 58%

Parcialmente no adecuado = 0%
Parcialmente adecuado HEEE 16%

Adecuado I 19%

0% 50% 100%

Graphic 12 Loan process in banking institutions
Source: Self Made

Short Term Financial Administration

For the study of the short-term financial
management indicator, the administration of
cash and accounts receivable was considered.
Table 6 shows that 67% of the companies
participating in this study state that they perform
financial management of cash through bank
reconciliations, temporary investments and a
minimum balance in their accounts, while 33%
responded negatively. However, only 35% of
companies make monthly bank reconciliations.
Regarding the existence and compliance of
credit and collection policies, 77% indicate that
they have this type of policy, while 19% have an
absence of credit and collection policies.

Yes No ND
Question %
Does the company make monthly
bank reconciliations? 35 65 0
Does the company make temporary 81| 19 0

investments of cash surpluses?

Does the company have the policy
of maintaining a minimum balance 84 | 16 0
in bank accounts?

Average | 67 | 33 0
¢La empresa tiene politicas de
crédito y cobranza por escrito, y se 77| 19 3
cumplen?

Table 6 Cash and accounts receivable management
Source: Self Made
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Conclusions

The results obtained in this research work allow
us to conclude that in the medium-sized
companies of the industrial and commercial
sector in Ciudad Juarez, Chihuahua, effective
financial management is carried out, since they
have a healthy financial structure, with a
minimum of assets financed with liabilities,
which indicates that in case of some financial
contingency they could overcome it since the
financial commitments, in the majority of the
companies surveyed are not significant.

Likewise, medium-sized companies use
the financial statements as a tool for decision-
making since these statements are mostly
reviewed by a different entity to the one who
prepares them, which gives them a greater
degree of reliability.

It is important to consider that 61% of the
companies participating in this research are 6 to
15 years old, and 23% are older than 20 years.
This can be a factor that positively impacts your
financial management.

Another important finding observed in
the results is that medium-sized companies have
or have had investment projects in the last 5
years, mostly for the acquisition of assets. This
indicates that companies are growing or that they
have the financial possibilities to renew their
fixed assets, however, most of the investment
projects are financed by own resources, either,
profits from previous years or contributions from
shareholders, which implies that companies are
not taking advantage of external financing, for
example, bank loans or financing through the
stock market and therefore, the business risk
leans mostly towards shareholders.

Financing through liabilities, with
effective financial management has advantages
such as the deductibility of interest for tax
purposes and a balanced financial structure with
respect to the assets of the company, so it is
recommended that the sources of financing do
not come in large shareholder contributions or
accumulated profits. On the other hand, some
authors (Rodriguez and Hernandez, 2013;
Urrutia and Cuevas, 2016) suggest that through
the integration of business  networks,
competitive  improvement, efficiency in
processes and the social capital of companies are
increased.
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Under this perspective, it is considered
important that medium-sized companies in
Ciudad Juarez, Chihuahua, integrate business
networks that aim to share best practices, carry
out government and private management, as
well as provide advice and training to network
members, among other activities.

Finally, it is recommended to conduct
studies of medium-sized companies with a focus
on compliance with the requirements for bank
financing, their financial capacity for timely
payment of principal and interest on loans
requested, as well as analyzing whether
medium-sized companies They are open to
financing through the stock market, which opens
the possibility to obtain resources from a large
number of investors at a financial cost
potentially lower than the bank, complying with
the legal, financial and corporate requirements
established by the Law of the Stock Market.
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