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This study is part / an advance of a research for a doctoral thesis.

Introducción:
This research has the objective of identify the main public policies, of the state, national and international, and theirs impact level on the development of the PyMES sector in Aguascalientes.
Aguascalientes is a state in central Mexico that is geographically bound by the states of Zacatecas and Jalisco. It is situated in the Guadalajara-Monterrey-Mexico City “golden triangle” which provides strategic logistical advantages in the movement of goods and contributes to its distinct economic standing. With a population of only a little over one million, Aguascalientes enjoys uniquely positive economic trends said to reflect the success of free trade, attraction of foreign investment, high literacy rates, an abundance of universities and specialization in the automotive and textile industries. Additionally, its population has a higher standard of living relative to its neighboring states and Mexico as a whole.

While Aguascalientes ranks comparatively well against many other Mexican states, it nevertheless faces competition relative to developing regions internationally. Additionally, there is concern that municipal and state governments have struggled to keep pace with the rapid growth, creating gaps in regulation, infrastructure and access to information. Furthermore growth has stagnated in recent years due to the effects of the global economy, and more specifically due to the economic declines in the United States. As such, continued long-term economic development within the State will rely on the success and ability of federal, state and local stakeholders to foster growth within micro, small and medium-sized (SMEs) enterprises. Stakeholders in the state will need to build on the organizational and technological efficiencies that have set it apart from the other states in Mexico and continue investing in educating the population to attract a well educated labor force. Aguascalientes must also, however, work to improve regulatory efficiency.

This report analyzes the current state of micro, small and medium-size enterprises (PyMES) in the State of Aguascalientes, Mexico. PyMES are central to Mexico’s economy, making up an estimated 99% of all enterprises, producing more than half of the Gross Domestic Product (GDP), and responsible for nearly three-quarters of the total employment.1 Although, there are numerous economic, political and cultural factors that shape the business environment, PyMES also play a pivotal role within Aguascalientes’ economy. This report specifically addresses the fundamental role that PyMES play in the long-term economic stability of Aguascalientes and proposes strategies to promote growth within the sector.

According to the World Bank and the International Finance Corporation, the state of Aguascalientes is the easiest place to operate a business in Mexico.2 This favorable business environment has contributed to a heightened accessibility of credit for entrepreneurs and has placed Aguascalientes in the forefront of economic growth within the country. As the state seeks continued economic growth, it is important to consider how best to increase productivity levels in the PyMES sector. This report analyzes five general research objectives, as agreed in collaboration with the client:

1. Research of the Economic Overview of Mexico. 

2. Analyze the Importance of PyMESi within the Mexican Economy.
3. Diagnostic of Aguascalientes within the Mexican Economy. 
4. Identify the Economic Advantages of Aguascalientes.
5. Analyze the Importance of PyMES in Aguascalientesand ans their Competitiveness.
6. Identify the main public policies, of the state, national and international, and theirs impact level on the development of the PyMES sector in Aguascalientes.
5. Recommendations for supporting PyMES in the State of Aguascalientes.

The objectives of this report have been achieved through data collection from a number of primary and secondary sources. Interviews were conducted with a dozen micro, small and medium sized business owners to collect data specific to PyMES in Aguascalientes. Interviews were also held with local and federal government agencies dedicated to oversight of the PyMES sector, including Instituto Nacional de Estadistica Geografia e Informatica (INEGI), Secretaría de Desarrollo Economía (SEDEC) and the Secretaría de Economía (SE). Additionally, questionnaires were distributed to select group of entrepreneurs to collect data regarding current practices, experiences and perceptions in the PyMES sector. This data was essential in providing an overview of current practices in regards to partnerships and joint ventures, global competitiveness, fiscal accountancy, organizational behaviors and access to or innovation in technology.

Initial findings indicate that there are numerous determinants that affect the success or failure of micro, small and medium sized businesses. The current under-utilization of “e-commerce” is particularly detrimental given the increasingly competitive global economy. Recent growth in India and China, have hurt industries that rely on cheap human capital such as the manufacturing industry. Additionally, the lack of industry clusters or organized networks within the PyMES sector is a significant set-back as it deters information sharing of best practices and fails to raise collective capital – whether to influence policy or increase efficiency. By creating clusters or networks, PyMES can overcome their major weaknesses and raise their competitive potential through linkages by providing economics of scale and scope. However, the lack of a developed accounting infrastructure has been identified by many multilateral agencies (i.e. the World Bank, OECD, and UNCTAD) as a major obstacle to economic development for SMEs and this is no different for the PyMES sector.3 A lack of accountability within this sector has contributed to financial instability, discourages foreign direct investment (FDI) and acts as a brake on aid projects. It is well recognized that transparency and disclosure are important factors in the growth of SMEs.4 While the government, through SEDEC and SE has implemented policies and programs to support PyMES growth and innovation, there are limitations to these programs as a majority of entreprenuers in the PyMES sector are unaware that they exist and currently tend mostly to medium and large enterprises.

Following the analysis of specific factors affecting PyMES growth in Aguascalientes, recommendations have been proposed. Historically, Aguascalientes has shown substantial foresight in adapting to the changing environments that encompass economic development within the State. Long-term economic development within the PyMES sector will be distinctively associated with the governments’ ability to recognize needs within this sector and act accordingly. And it is clear that state and federal policy mandates will play a dominant role in determining the success of PyMES and it seems probable that the degree of success over the coming decades is likely to be decided by the level of reductions to current regulatory barriers, awareness through education initiatives, global acclimation and cross-sectoral collaboration and communication. Each of the four proposed strategies will be imperative to fostering long-term stability and growth. Fostering competitiveness by reducing barriers to accessing technology and encouraging innovation in technology can help nurture expansion from local and regional markets to the global marketplace. In conjunction, cross-sectoral collaboration and communication is needed to facilitate the formation of industry clusters and/or networks. Ideally, these clusters will function as integrated associations that can serve to increase communication amongst PyMES. And as a result, PyMES can share the burden of costs for research and development, share best practices and knowledge, and raise collective social capital. Additionally, increased collaboration amongst SE and SEDEC can alleviate the current lack of awareness of programs available to PyMES while also working to coordination trainings aimed at raising attentiveness to fiscal accountancy, transparency and technological innovations. And lastly, a change in regulatory policies in regards to access to finance and taxation policies are recommended. These include increased financing options by regulating the interest rates of private lending firms and implementing a flat tax for the sector which have been shown to cultivate growth in SMEs. However, while the first three strategies entail technical and logistical adjustments and seem feasible at present, change in regulatory policies would consider political will and thus may faces substantial roadblocks as receptivity is currently unknown.
Desarrollo:
Economic Overview of Mexico 

According to the most recent statistics from the Organization for Economic Co-operation and Development (OECD; 2005), Mexico has a current estimated GDP per capita of $10,627 USD and is ranked 88th out of 215 countries worldwide by this measure.5 Despite an approximately 80% reduction in the national poverty rate since 1986, both poverty and income inequality in Mexico remain high by the standards of the OECD. Public social spending in Mexico is around half of the OECD average of 21% and tends to benefit disproportionately those with higher incomes at the expense of those most in need.6 The limited availability of jobs in the formal sector has led to a high level of informal employment, which is estimated to account for over 40% of all employment in Mexico, and is a factor in explaining the disproportionate rate of poverty among workers.7

Mexico can claim credit for much of its own growth story. And while, the state of the Mexican economy has improved in recent decades, growth now is leveling off for reasons related to the global economy. According to data reported in April 2007 by the World Bank, Mexico’s GDP was an estimated $839 billion USD in 2006 and grew at 4.8% year-over-year.8 Inflation is still relatively high by the standards of developed countries, but declined significantly from 12.1% in 2000 to 4.5% in 2006.9 During that same time period, Gross National Income (GNI) per capita increased 54% from $5,110 USD in 2000 to $7,870 USD in 2006.10 While its GDP ranks 15th among nations globally, Mexico ranks 11th in total population.11 Thus has a somewhat lower per-capita GDP relative to its competitors in Latin America. Increasing oil revenues can account for some of the GNI growth—with direct foreign investment (FDI) increasing only modestly from $17.8 billion USD in 2000 to $18.8 billion USD in 2005, and merchandise trade remaining steady at around 60% of GDP from 2000 to 2006.12 The market capitalization of companies listed on the Mexican stock exchange as a percentage of GDP grew from 21.5% in 2000 to 41.5% in 2006.13 the time required to start a business decreased from 58 days on average in 2005 to 27 days in 2006.14

The Importance of PyMESi within the Mexican Economy

There are nearly 4 million PyMES in Mexico, each firm employing on average, seven to eight persons.15 Pointedly, micro-firms in Mexico employ around 8 million persons (38.3% of total employment), or little more than two persons on average.16 Additionally in 2003, these micro-firms employing up to two persons accounted for two-thirds of Mexico’s total enterprise population.17 While the number of small enterprises (139,000) and medium-sized enterprises (32,000) are fractions of the PyMES population, they account for one-third of total employment and a relatively large share in overall output as shown belo.18 Compared to micro, small and medium-sized enterprises (SMEs)ii, the number of large firms is small at 6,700 accounting for 0.2% of economic units and 29% of total employment.
2003 Distribution of Employment & Enterprise by Firm Size Micro, small and medium-sized enterprises (SMEs) are a fundamental element of Mexico’s economy, making up an estimated 99% of all enterprises, generating more than one-half of the GDP (52% in 2006) and responsible for nearly three quarters of total employment.

Aguascalientes within the Mexican Economy 

Aguascalientes is a state in central Mexico that is geographically bound to the west, north, and east by the state of Zacatecas; and to the south and southeast by the state of Jalisco. The state capital is Aguascalientes and the state itself is one of the smallest states in Mexico. Aguascalientes is located approximately 482.8 km northwest of Mexico City and as of the 2005 Mexican Census Bureau, Instituto Nacional de Estadistica Geografia e Informatica (INEGI), the population was 1,065,416. The State is said to be situated in the Guadalajara-Monterrey-Mexico City “golden triangle” which provides strategic logistical advantages in the movement of goods. Aguascalientes possesses an an extensive network of highways, due to State investment in infrastructure, which provide an agile link between the Gulf and the Pacific, as well as to the main borders of the country.19 Additionally, according to the State website more than three-quarters of the territory resides in an urban area (mostly in the capital city of Aguascalientes), and is known to be safer than most other Mexican states.20
In contrast to much of Mexico, Aguascalientes has enjoyed many positive economic trends said to reflect the success of free trade, attracting foreign direct investment and specialization in the automotive and textile industries.21 In fact, foreign direct investment outpaces that of Mexico as a whole which contributes to its relatively high standard of living in comparison to neighboring states and Mexico as a whole.22 This is partially due to production for the export market that was initiated in the 1980s and strengthened in the 1990s with the arrival of maquiladoras. Additionally, value-adding large manufacturing plants, such as Nissan, have contributed to growth. At the center of the state’s economic growth is the production of consumer goods such as textiles, foods and beverages for the regional market and business services.23 However, there is concern that municipal and state governments have struggled to keep pace with the rapid growth, creating gaps in regulation, infrastructure and access to information.24 Additionally, as is the case with Mexico as a whole, growth has stagnated in recent years.
The Economic Advantages of Aguascalientes

In a study published measuring economic variation among Mexican states, Ernesto Aguayo-Tellez (2006) found that “the rise in the education premium hindered the progress of poor states and raised the variance of average state wages and labor earnings.” 25 Aguascalientes enjoys a distinct economic advantage over other Mexican states due in no small part to its highly literate population and a concentration of universities. According to INEGI, Aguascalientes had a literacy rate of 95.6 percent among all persons over 15 years old in 200526. Aguayo- Tellez also identified that the reduction of tariffs as a result of NAFTA was largely responsible for this divergence, with primarily agricultural states suffering and those with a higher service and industry mix benefiting27. He concluded “that the initial level of education, the share of agriculture employment, and distance to the border are important in explaining the divergence, while public infrastructure is not.” 28 While Aguascalientes has not benefited from being located close to the United States border, it had been wise in evolving from an agricultural economy prior to the NAFTA agreement and also benefits from its logistically strategic location in the golden triangle.

Within the context of a growing economy in Mexico, a study by the World Bank and the International Finance Corporation found that among the 31 states and Mexico City, doing business is easiest in Aguascalientes29. Though the time to start a business in Mexico is on average 27 days, it takes only 12 days in Aguascalientes30. The ease of doing business has been attributed to Aguascalientes’ use of precise documentation of economic records and Internet tax registry. Aguascalientes also ranks highly among Mexican states in ease and accessibility of credit for entrepreneurs. It takes, on average, nine days and 0.9 percent of the loan value to create and register collateral, ranking third in both the time and cost categories among Mexican states31. Furthermore, while Aguascalientes contains only one percent of the national population, it draws 3.5 percent of total Direct Foreign Investment in Mexico.”32

While Aguascalientes ranks relatively well against many other Mexican states in terms of ease of establishing new businesses, it nevertheless faces competition relative to developing regions internationally. For example, Mexico still requires that entrepreneurs post a minimum capital requirement of MXN 50,000 to start a business33. This ostensibly is aimed to serve as collateral to a lender in the event of default on a loan, but a World Bank study has illustrated that “higher minimum capital requirements don’t translate into higher recovery rates.”34 Furthermore, registering property can be a burden for entrepreneurs in Aguascalientes. An entrepreneur must follow 6 procedures, spend at minimum 18 days, and pay on average 3.0 percent of the property value in order to register it35. By comparison, in New Zealand, properties can be registered in two procedures at a cost of 0.1 percent of the property value36.

The Importance of PyMES in Aguascalientes

As is in Mexico as a whole, PyMES play a vital role within Aguascalientes’ economy. According to data from INEGI, of the 32,684 enterprises in Aguascalientes, PyMES comprise nearly 99.5 %. While large firms, such as Nissan and Texas Instruments, encompass the remaining 0.5%. Additionally, PyMES account for almost 65% of the total workforce. On average each firm within the PyMES sector employs 3.6 people while large companies employ, on average, 424 workers. Figure 2.3 illustrates the breakdown of employment in each of the three sub-sectors (manufacturing, commerce, and services). When divided by size, the importance of PyMES is substantial in all sectors. Measured by the number of companies, the commerce sector is the largest in Aguascalientes comprising 53% of all PyMES and 82% of the workforce.

Regional Competitiveness

Within the regional context, Aguascalientes faces competition from three key States within Mexico. These states include Jalisco, San Luis Potosi, and Zacatecas. Each of these States present particular challenges for Aguascalientes. Collectively, Aguascalientes, Jalisco, Zacatecas, and San Luis Potosi account for 9% of the total national GDP. Surprisingly, although Aguascalientes enjoys a higher per capita GDP than its three neighbors, the States share of the overall Mexican economy at 1.2% is a fifth the size of Jalisco which is currently reported to be 6.3%. This discrepancy may be due in large part to Jalisco’s higher population; almost seven times that of Aguascalientes at 7 million in 2005. However, San Luis Potosi and Zacatecas with populations similar to Aguascalientes (at 1.5 and 1.4 million) boast a GDP that is comparable to Aguascalientes at 1.7% and 0.8% respectively. Additionally, according to the Doing Business in Mexico study conducted by the World Bank, Jalisco, San Louis Potosi and Zacatecas all rank below Aguascalientes in the four important business indicators: 1.) number of days it takes to start a business; 2.) registry fees; 3.) access to credit and; 4.) contract enforcement. Figure 2.4 illustrates these rankings. Moreover, Aguascalientes continues to lead attracting foreign direct investments, particularly in industries that require technological knowledge which may be attributed to higher literacy rates within the State.

Methodology and Scope of the Analysis

In order to gather the data necessary to conduct a comprehensive overview of the PyMES sector in Aguascalientes and make subsequent recommendations for policies, programs, and investments, the research relied on qualitative and quantitative data from a number of primary and secondary sources. The scope of this report, as defined by the USC and UPA, aims to address the following five research Objectives.

1. Research of he Economic Overview of Mexico. 

2. Analyze the Importance of PyMESi within the Mexican Economy.
3. Diagnostic of Aguascalientes within the Mexican Economy. 
4. Identify the Economic Advantages of Aguascalientes.
5. Analyze the Importance of PyMES in Aguascalientesand their Competitiveness.

6. Identify the main public policies, of the state, national and international, and theirs impact level on the development of the PyMES sector in Aguascalientes.
5. Recommendations for supporting PyMES in the State of Aguascalientes.

The methodology is based on the guidelines of  Creswell, J. W. (2003), about the use of documental research, field research, use of questionnaires and deep interviews. 90
In the first phase of the investigation, the research team utilized data and publications from the Instituto Nacional de Estadística Geografía e Informática (INEGI), the World Bank, the International Monetary Fund, the Bank of Mexico, and other international development organizations in order to develop a historical and environmental framework with which to address the research questions. These sources provided a broad based portrait of the PyMES sector nationally and hence a basis for more focused state investigation.

The second phase of the investigation consisted of three days of intensive field research in order to conduct interviews with government officials and entrepreneurs in the State of Aguascalientes. The research team interviewed representatives from INEGI, the Secretaria de Desarrollo Economía (SEDEC), and the Secretaria de Economía (SE), and conducted a series of focus groups including a total of twelve PyMES entrepreneurs in order to assess the current options for financing made available to them, cultural influences on entrepreneurs, and possible policy changes that could positively affect the sector. The content of those interviews and focus groups described in detail the experience of the entrepreneur in Aguascalientes and the depth of the challenges that they face. The criteria used to select the persons and dependences to be interview was, chose the persons and dependencies more influence in the development of the PyMES, according with the the Secretaria de Desarrollo Economía (SEDEC), and the Secretaria de Economía (SE).
In addition to the personal interviews and focus groups, questionnaires formulated by the UPA were given to each entrepreneur who was interviewed in order to gather data pertaining to the direction of business, quality level, performance level, competitiveness, development of technology, and tendencies of innovation among their businesses. This information has been employed to construct a comprehensive understanding of the challenges and experiences of business owners in the region, and serve as a tool in formulating recommendations.

Upon the completion of the field research in Aguascalientes, the team used the data collected to guide the remainder of the analysis. Additionally in this final phase of the research, quantitative analysis was conducted of 2005 economic data as reported by INEGI. This was the pivotal source used to assess the historical data in reference to past production quotas, trends in development, and financial resources available to the PyMES in Aguascalientes specifically. Furthermore, tendencies of growth and development were mapped out in order to trace trends of success and failure in PyMES production. Based on this comprehensive research, the team has identified policy recommendations.

Current Policies and Programs Directed at PyMES

Mexico and Aguascalientes have shown steady commitment to implementing policies that support PyMES entrepreneurship. Over the past six years, authorities have chosen a flexible policy approach to reduce barriers to entrepreneurial activity.37 This approach has evidenced itself in several programs implemented at the federal, state, and local levels.

The FONDO PyME, administered by the federal Secretaría de Economía
(SE), established broad programs that facilitate PyMES growth. The FONDO PyME has placed strong emphasis upon collective process innovation and efficiency, favoring decentralization and network building.38

States, local authorities and intermediate organizations have also contributed to policy design and implementation.39 Based upon temporary public/private partnerships, they facilitate innovation laboratories, incubators, development centers, and business accelerators and export centers.40 Universities in Aguascalientes have taken on many roles traditionally played by NGO’s in other developing regions.

While these policies are still emerging, there have been positive indicators of their impact. For instance, the number of PyMES receiving policy support has grown, while improved access to finance has been illustrated by lower risk premiums and lower transaction costs, smoothing the entry of PyMES into the formal economy.41 In addition, administrative lead times for enterprise establishment have shrunk, while survival rates have improved.42

While the array of policy initiatives to support PyMES growth is commendable, implementation could potentially be refined, with particular attention to the improvement of coordination between state and local municipalities, and to enhance the capacity of these municipalities to expand on the federal initiatives according to specific regional needs.43

With increased global competition, the success and sustainability of PyMES in Aguascalientes will rest on the application and adjustments of policy initiatives in conjunction with horizontal and vertical collaboration across all sectors.

Public Sector Policies and Programs

There are two main public entities that have policies and programs that pertain to micro, small, and medium-size enterprises in Mexico and Aguascalientes—these are the Secretaría de Economía and the Secretaría de Desarrollo Economía, translated as the Secretary of Economy and the Secretary of Economic Development respectively.

Secretaría de Economía (SE)

The Secretaría de Economía is a federal entity that promotes general economic welfare and has offices in every state, including Aguascalientes. The mission of the Secretaría de Economía (SE) with regard to PyMES is to “support PyMES and be an institution that promotes public policies that create a better environment for these businesses.” Because PyMES are so important to the Mexican economy, SE administers a number of programs designed specifically to promote growth and efficiency among these businesses. Through these programs, they provide funding, consulting, training, technical assistance, export compliance assistance, and market information to PyMES.

Program Application Description

The main programs that are aimed at the PyMES are PYMES and FONDO PyME. Within these two programs, there are seven initiatives that seek to provide temporary and permanent support for companies. These initiatives focus on the formation of companies, technological innovations, business processes, business strengthening, financial access and events and activities related to PyMES. For example, “Financing for Productive Products,” credit focused on strengthening the competitiveness of PyMES, may be used for machinery and equipment, and consists of loans at 6% per year up to $1 million MXN or 60% of the cost of the project.

SE also operates its own “State Incubation System”. These registered state incubators have access to seed money based on three different criteria. The incubators are specifically targeted on software development industries. For example, PROSOFT promotes and supports research, consolidation, exportation, development of human capital, and local markets for software. Through the SE program, approximately 5,000 PyMES in Aguascalientes received services and 2,500 received financial support in the last year. SE has specific plans to support the textile industry going forward, which has been an industry of traditional important in Aguascalientes, but has struggled since the implementation of NAFTA and as a result of growing competition with China.

Secretaría de Desarrollo Economía (SEDEC)

The Secretaría de Desarrollo Economía (SEDEC) is also a federal program but is administered by the State of Aguascalientes. SEDEC focuses on “sustained economic growth and raising the quality of life” in Aguascalientes. Their primary form of support for PyMES comes through guaranteed loans for start-up and growth capital. SEDEC allows PyMES entrepreneurs to borrow at rates as low as 6%, a significant discount compared to the private lending options.

Because there is federal involvement in these programs, there are established criteria and regulations that must be adopted by the State administrators, such as the size or qualifications of the PyMES that are provided services. The PyME Aguascalientes Fund (PAF) is one of the programs that provides the most support to local enterprises. In 2007, SEDEC granted $31 million MXN to 72 projects through the PAF program. In year 2008, they will disburse approximately $66 million MXN. Loans fall into three size brackets with “traditional” enterprises receiving up to $80,000 MXN, “intermediate” businesses receiving loans up to $300,000 MXN, and “high-technology” firms receiving up to $1 million MXN. All loans are a guaranteed at a 6% interest rate. According to a SEDEC program manager, 90% of applicants to this fund are awarded financial help. As a means of evaluating applicants, entrepreneurs are expected to present a financially viable business plan that includes information on commercial feasibility, marketing and long term outlooks. For entrepreneurs requesting continuing loans, SEDEC will only provide support to firms that have demonstrated growth.

In conjunction with these loans, SEDEC offers training, support and promotional fairs for entrepreneurs. Business incubators, are another aspect of this program, that provide entrepreneurs consultancy during both the planning and implementing phases as well as help in other facets of the start-up process such as rent-free office space. The idea behind business incubators is to protect and nurture newly developing businesses until they are independently viable in the marketplace. Currently in the 2008 fiscal year, SEDEC is maintaining eight business incubators in the technology, pharmaceutical, and grocery sectors. For future support, SEDEC also hopes to design a support center to analyze local products in respects to engineering, packaging, and design. It is important to note that financing for SEDEC’s program are contingent upon the federal administration in power and any shift in the political environment will likely have an affect on SEDEC policy initiatives.

Taxation

Some might argue that the effect of tax rates on businesses is ambiguous. On one hand, higher tax rates reduce the after-tax return to entrepreneurial activity.44 On the other hand, higher tax rates (with loss offsets) compress the distribution of after-tax returns, thereby reducing entrepreneurial risk.45 Incentives to evade or avoid taxes contribute to the ambiguity.

Tax policy in Aguascalientes is generally directed by the federal government; however, Aguascalientes has historically shown a reluctance to adopt policies that may hinder growth. For example, Aguascalientes was one of the last states to adopt a 2% tax on fixed assets. According to several entrepreneurs there is there a disincentive to invest based on the high tax rates.

According to SE, individuals and enterprises typically have to pay taxes on income or revenue at 34%.46 However, certain growth sectors are granted exceptions, and PyMES are broadly divided into two tax brackets: Small tax payers are those with annual revenues below $153,000 USD, and intermediate tax payers are those with annual revenue below $350,500 USD.47 There is no flat tax for PyMES, however, and the tax structure for businesses remains notably unclear.

Private Sector Policies and Programs

As with many other developing countries, limited access to credit with Mexico as a whole has been a described as a problem by entrepreneurs. “Access to credit is often seen as the channel through which the financial system can foster innovation, entrepreneurship and economic growth.”48 When external funds are perceived as readily accessible for PyMES, entrepreneurs are not forced to rely on their friends and family for start-up capital. Inversely, a perceived lack of access to this type of capital can serve as a stifling force that hinders economic development and innovation particularly among PyMES. A careful distinction must be made between actual limited access to credit and perceived limited access to credit, as each would require different policy prescriptions.

Profiles of PyMES in Aguascalientes

There are specific characteristics that are unique to the PyMES sector in Aguascalientes. Through the course of field research conducted in Aguascalientes, a group of PyMES sector business owners within the region were surveyed and interviewed in regards to their experiences, challenges and perspectives. The interviews, which were conducted in the form of focus groups, uncovered a variety of experiences from people who faced the challenges of launching a business in Aguascalientes. They expressed different perspectives of accessible opportunities and the aptitude of generating growth. The surveys posed questions in regards to direction or priority of growth, organization and human resources, technology and financial capabilities. The entrepreneurs who participated in the primary research owned businesses that ranged from small to medium sizes, with a variety of products and/or services, and with 50% of them being family owned. Although a sample size of 15 business owners for the research conducted is agreeably small relative to standard guidelines, the following profiles are meant to be a supplement to the central analysis. In a general discussion of priorities that promote sustained success, entrepreneurs weighed the importance of several determining factors within their businesses. At the top of the priority list were specific details such as the quality of product, training of personnel, and client services. In contrast, the lowest of priorities was strategic planning, which refers to the organizational efforts prior to the launch of a business. Although these specific priorities very clearly exceeded other factors, survey answers further revealed that only 50% of them were hiring qualified staff, none of them had incorporated promotional incentives for their personnel, and hardly any of the same entrepreneurs were feeling confident about the quality of their product to compete on the international market. Although strategic planning was deemed irrelevant to success, the businesses that displayed the most growth had actively pursued extensive market research and had knowledge of their product prior to the launch of the business. The primary research continued to reveal specific trends and patterns of SMEs that could be contributing to the stalling growth of the sector.

Partnerships and/or Joint Ventures

Owners of successful PyMES enterprises in Aguascalientes, who have been able to foster growth within their companies, often have been able to do so by utilizing their social networks. In profiling these entrepreneurs, they tend to come from educated, professional settings, with unique social capital. Their ability to use these networks for client acquisition, expertise sharing, discourse and partnership contribute significantly to their successes. However, it has been shown that this type of interfacing is largely limited to the medium-sized enterprises, while the micro and small companies operate largely without a support group or network. Although there are currently two Chambers of Commerce that function primarily to serve business interests, the medium and large corporations seem to have greater influence within these Chambers. Of the combined surveys, 75% of the entrepreneurs placed a high importance on the need of information

and advisory institutions for the PyMES sector, but felt that the lack of utilization of legal contracts in Aguascalientes contributed to this lack of partnerships. The same types of advantageous networks that create social capital for the growing companies could strongly be utilized by the PyMES sector to foster growth. Even the organization of clusters or networks by industry has been reserved only for large enterprises. According to entrepreneurs in Aguascalientes, joint ventures and partnerships are unlikely within the sector because such practice would require strong trust and stability that is uncommon among the business culture. The communication of sharing knowledge, networks and resources has yet to be established within the micro and smallsized enterprises in the sector.

Technological Innovation

Access to technology and the ability to upgrade technology seems to be an important determinant in sustaining the quality of product, as well as, success within the PyMES sector. A majority of the surveyed entrepreneurs felt disadvantaged to their competition in terms of access and knowledge to advanced technology. Additionally, the majority of surveyed entrepreneurs expressed disinterest in competing within the Internet marketplace. While SMEs in other countries have managed to expand market reach through “e-commerce”, PyMES in Aguascalientes have been largely absent in this aspect. In fact, none of the surveyed business owners produced for international markets, and most of the interviewed entrepreneurs also claimed production or service only towards local and national customers. Additionally, the survey found that the only technology that was employed by all business owners was email. Interestingly, 50% claimed to have launched a business website and 50% expressed use of an online bank account, but none of which directly facilitated their business. All other types of Internet ventures were reported to be minimal, including purchasing equipment and selling products via Internet. A clear barrier to the use of advanced technology includes an inability to access funds for capital investments in the micro, small and medium-sized enterprises. This technological barrier significantly inhibits growth, and thus places increased risk of business failure.

Critical Issues Facing PyMES 

Although micro-enterprises dominate Mexico’s business population, future growth will be determined by such factors as improved use of technology both as a management tool and as an avenue to “ecommerce”. Networking, access to financing and global competitiveness also play essential roles in growth within this sector. For example, in Mexico most of the almost 70% of the country's micro, small and medium-sized enterprises are still using pencil and paper rather than computers, and only three out of ten companies having graduated to computers, faxes and other technologies.56 As in other expanding economies, Mexico’s small businesses tend to cater wholly to local markets. These products generally suffer from outmoded design, outdated tools of production, low quality and inadequate marketing.57 These firms and their owners are, unfortunately, also deprived of formal organizational networks that would cater to constituent needs and could prove to be advantageous by allowing for opportunities to poolresources and share knowledge. As a whole, there is a high level of intellectual capital in Aguascalientes, and Mexico, that is constrained by the current systematic environment.

The following section seeks to review analysis of micro, small and medium-sized (SMEs) enterprises from various international agencies, such as the World Bank (WB), International Monetary Fund (IMF), Organisation for Economic Co-operation and Development (OECD), and the United Nations Conference on Trade and Development (UNCTAD) specializing in SME growth and apply them to address the crucial field research findings listed previously in the Profiles of PyMES in Aguascalientes segment.

Partnerships and/or Joint Ventures

An important determinant of growth within the PyMES sector has been shown to be a mixture of information sharing, trial by practice and strategic commitment. The ultimate success of a PyMES firm may be affected by imitating other local enterprises and by using informal information networks to discover “best practices”.58 PyMES that are involved in inter-firm cooperation or networking tend to better take advantage of opportunities to improve their performance.59 In addition, managers of PyMES learn how to become more professional through shared experience. Moreover, it is well recognized that inter firm cooperation, networking and clustering can fill many of the management “resource gaps” that PyMES face.60 For example, in many middle-income countries, some domestic SMEs have become valued suppliers of intermediate manufacturing inputs to foreign invested firms, while others have succeeded in becoming direct exporters.61

Interfacing domestically through clustering and networking can be critical to PyMES, particularly in a period in which product cycles are short and products change frequently.62 By way of creating clusters and networks, PyMES can overcome their major weaknesses – isolation and powerlessness- and can raise their competitive potential through the emergence of linkages between firms, providing economies of scale and scope.63 Clustering and networking that regroups similar local PyMES can be instrumental in enabling these China’s Share of World Manufacturing Exports businesses to move into new markets and share the burden of research and development.64 
Global Competitiveness
Faced with increasing competition from China, India, and an increasingly global world, certain industries have been disproportionately challenged. Industries that rely heavily on cheap human capital, such as the manufacturing industry, have suffered the most severe setbacks as a result of global competition. This new global economy poses daunting challenges for SMEs that must rapidly adapt to survive, let alone thrive, as globalization – including trade, investment and financial liberalization – bring relentless pressure upon them.65 Traditionally, protectionist policies insulated SMEs from free market competitiveness threats, however, trade liberalization in the past two decades have altered the playing field thus creating unyielding pressure on SMEs.66 In recent years, China and India have experienced unprecedented economic growth, at twice the rate of the rest of the world and have positioned themselves as important global players.67 An analysis of labor rates  alone demonstrate the tremendous pressure that PyMES in Aguascalientes, and Mexico as a whole, are facing. According to the International Monetary Fund (IMF), 2002 monthly wages in manufacturing for Mexico were US$366.40, while the rates for China were US$110.80 and US$23.80 in India. With, by far the world’s manufacturing workforce, at more than 100 million, China has shown spectacular growth in manufactured exports (Figure 8) and has elicited widespread concerns about the loss of manufacturing jobs in most other countries. Equally as striking, regional competitors in the newly industrialized economies of Asia have, on average, labor costs more than ten times those for China’s, while Mexico has labor costs about four times that of China and India for manufacturing employees.68 Furthermore, trends show both India and China continue to lead by wide margins, with declines in cost advantage offset by further improvements in talent supply and business environments.69 OECD Development Centre (2007) serve to illustrate these growth  Mexico seems to be the most affected country within Latin America due to its similar trade structure to China and India.71 Market share of Chinese exports to the U.S. markets exceeded Mexico’s for the first time in 2003.72 The outlook for Mexico, nonetheless, is not entirely negative. Mexico does still hold a distinct regional advantage due to its close geographical proximity to the United States. More specifically, logistics have worked to Mexico’s advantage due to the ability for short turn-around time or fast delivery. Taking competitive advantage of proximity to the United States nevertheless requires well-performing infrastructure, in transportation as well as in telecommunications.

Access to Technology/Innovation in Technology

It is important to note the current lack of utilization of “e-commerce” within the PYMES sector of Aguascalientes in comparison to its Asian counterparts. There is an emerging view that SMEs or PyMES comprise target groups that could benefit most from the Internet and E-commerce.73 At present, SMEs throughout Asia tend to be more “export-oriented” than in Mexico and many Asian SMEs produce primarily for the global market, given the small size of their domestic markets and their ability to compete globally. In contrast, SMEs in Mexico and Aguascalientes tend to produce import substitutes and non-tradables that are marketed directly by them or through a marketing agent.74

Although Mexico’s estimated 4 million PyMES (mostly consisting of micro enterprises) account for roughly 43% of total sales, the participation of SMEs in total direct exports is estimated to be less than 2%.75 Furthermore, a study from the Mexican APEC Study Center indicated that approximately 8.8% of Mexican SMEs are not interested in exporting, 68.8% have not exported, and only 13.5% do export.76 Major problems that may contribute to this phenomenon include, among others, lack of skill and management expertise and knowledge about the procedures for entering foreign markets. Figure 5.6, obtained from U.S. Department of Commerce illustrates this stagnation in exports from Mexico to the world market.
Validation of the results: This investigation is the result of an advance of the doctoral research, and the plan to conclude the project is at the 2009.

Conclusiones
According with the results of the documental research, field research, use of questionnaires and deep interviews are the follows: 
Recommendations and Implementation Feasibility

Aguascalientes has shown substantial prudence in adapting to the changing  environments that often encompass economic growth. Long term stability within the PyMES sector will be specifically associated with the governments’ ability to recognize needs within this sector and act accordingly. It is clear that federal and state policy mandates will play a dominant role in determining the success of PyMES and it seems probable that the degree of success over the coming decades is likely to be decided by cross-sectoral collaboration and communication, global competitiveness, awareness and outreach initiatives and the level of reductions to current regulatory barriers. Cross-sectoral Collaboration and Communication The cross-sectoral collaboration and communication strategy focuses on forming networks and associations that share knowledge, raise competitive potential through linkages, and advocate for favorable policy reform. Recognizing the current level of cross-sectoral integration, or lack thereof, it seems necessary to advocate for further collaboration within the sector. This strategy requires substantive change on the part of entrepreneurs within the PyMES sector. Field research found that mistrust and little spirit of collaboration are present in this sector. While a valid theory connects the collaboration initiative to increased business, the extent of change required, in addition to the vast size of the target group, pose large challenges for the idea to take hold. The challenge is increased by the difficult process of measuring progress once the initiative comes to fruition. However, this strategy is only feasible contingent upon additional collaboration amongst SEDEC and SE. Increasing collaboration between SEDEC and SE is fundamental for this recommendation to gain traction. They are uniquely positioned to coordinate programs and outreach. Nevertheless, given the nature of large bureaucracies, caution about the willingness of these needed stakeholders’ participation is warranted as they may not be willing to initiate much cross-sectoral collaboration, but rather play the role of participant. The strongest sector, and likely facilitator and coordinator, will be the strong universities in the state. And so it seems apparent that increased collaboration not only within SEDEC and SE but also with active universities, such as UPA, can only contribute to increased success of the PYMES sector. Educational or supportive institutions can act as direct facilitators to promote governmental programs currently available to entrepreneurs in the PyMES sector and work to aid the needed changes in attitudes amongst PyMES owners.
Global Competitiveness

Fostering competitiveness by reducing barriers to accessing technology and encouraging innovation in technology can help nurture expansion from local and regional markets to the global marketplace. Particularly in regards to “e-commerce” there is tremendous room for growth within the sector. However, entrepreneurs will need to be trained to analyze growth potential through the utilization of “e-commerce” and in creating successful implementation strategies. The entrepreneurs interviewed in this study placed only limited importance on the use and potential of most internet-related technology. Additionally, learning how to use the technology and incorporating it into daily business may be seen as burdensome. Increasing the use of these technologies will require strong initiatives directed at PyMES that are steeped in education and reduction of the financial burdens of purchasing new software. Feasibility of this strategy is affected by the logistical and behavioral barriers that exist in accessing technology (or upgrading) and in the willingness of SEDEC and SE to engage in training outreach.
Awareness and Outreach Initiatives

The proposed awareness and outreach campaigns will reach out to PyMES to ensure that they are aware of current government policies and programs designed to assist them. Awareness and outreach initiatives will play a critical role in both, affecting change within the current group of entrepreneurs, and also in breeding future entrepreneurs. Awareness of the current policies that provide access will rest solely on targeted, specific campaign geared towards reaching those in the margins of the PyMES sector (mainly the micro and small businesses). And as such stated in the previous sections, universities such as UPA will continue to play an important role in the development of PyMES. These campaigns should utilize various universities within the state as think tanks to influence current trends such as fiscal accountancy, transparency and also to spur technological innovations. Educational institutions that have access to resources such as intellectual and social capital, can catapult collaborative learning into a means of breaking the current barriers due to entrenched attitudes. The education of future entrepreneurs will also function as a means to contravening some of the prevalent cultural barriers. Having embraced the university culture, Aguascalientes sits in a fortuitous position to implement these types of campaigns. The amount of receptivity required for the universities to augment current programs in conjunction with SEDEC and SE is relatively small as universities already function as thinks tanks in some instances. Most of the required intellectual and social capital to implement this strategy already exists.
Reductions to Regulatory Barriers
Access to credit for start-up and growth capital is a primary obstacle facing PyMES entrepreneurs and a large deterrent of growth within the sector. The private lending environment for businesses did not yield a plethora of opportunities for PyMES in the last decade, but there have been incremental changes in the past fours years within the Mexican banking systems. Nevertheless, with interest rates ranging from 12%- 40%, many PyMES are unable to secure needed capital to grow. Increased access to private financing options will rely on significant initiatives commencing from the federal government to regulate interest rates of private lending firms. Additionally, the areas of risk management, internal control policies, and loan provisioning will need to be regulated so that the lending environment functions efficiently. Moreover, a change in taxation policy, to a flat tax, may augment further growth. However, barriers to changes in regulatory practices may prove insurmountable. The roadblocks are not only technical, but more significantly, they are political. Political feasibility is defined as the projected receptivity of the policy or initiative. As such, the federal government would have to be inclined to accept and set in motion systematic changes in regulation. It is unknown whether this receptivity to change exists or whether the relative power required for agenda setting exists.
The Role of Universidad Politécnica de Aguascalientes (UPA)

Universidad Politécnica de Aguascalientes (UPA), positioned as a respected university within the State, has the potential to be powerful in its ability to marshal action both through its relationships with governmental entities and its role as an educational institute. UPA’s incorporation of groups of professionals with profound knowledge of the issues at stake lends to its legitimacy as a mobilizer. In addition, UPA’s domestic and international partnerships contribute to its credibility and persuasion power. UPA is in a unique position to function as a “think tank” or network that unites the various stakeholders to push forward change. In accordance with the recommendations, it is clear that a major catalyst for growth within the PyMES sector will rely on awareness and outreach initiatives. UPA has the particular ability to access crucial tools and technology needed to implement these fundamental educational and outreach initiatives, either in conjunction with, or in absence of SEDEC and SE. Additionally, in its role as an educational institute, UPA holds the authority to shape and inform future entrepreneurs thus helping to shift future entrepreneurial behaviors.
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