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Abstract: Small and Medium Enterprises (SMEs) due to their participation in the production of goods and services and as a
source of jobs, are the basis of the economy in any country. In Mexico 95% of the companies have a family structure or are
controlled by a family, so it is important to identify strategies that favor their continuation over time. This research was
conducted in order to analyze the strategies that SMEs have implemented that have allowed them to remain in the market. In
the process were applied 30 questionnaires to the founders and managers of small family businesses constituted by members of
the Chinese community situated in the city of Mexicali, Baja California, Mexico. These companies develop activities and a
strategy based on experience, and show a marked reluctance to invest time and effort in designing strategic planning, is why is
essential carry out actions that will help them continue the operation of its business with, in order to achieve their permanence,

growth and consolidation.
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1. Introduction

Nowadays organizations suffer intense pressure from its
competitors; every day arise new products or services that
can replace the previous, so businesses should always seek
improvement in the quality of what they offer. In order to
survive and sustain itself, companies must maintain a
continuous process of warning and must be prepared to
adjust and adapt to changing environmental conditions. The
main objective of strategic planning is to set the foundations
for the preservation of the organizations even in the changing
conditions of business context.

China is a country with different social structures, cultural
norms, and relationships manners. This nation has traditions
rooted and strong moral values born of a long history and
have endured over time. Given this situation, trying to
inquire into how the businesses managed by members of the

Chinese community have faced dynamics in economic reality
of the environment, this research analyzes the strategies that
have given permanence to businesses and even favored their
consolidation. Family businesses become good practice in
society, since the fact of building a company through such an
important core such as the family, is a challenge, because the
members must generate themselves the necessary strategies
to keep a good control, good management decisions and
preserve the company for generations (Cisneros, 2007).

2. Background

Currently, Mexicali has a population of just over 900,000
inhabitants, according to figures from this last population
census in 2010 (INEGI 2010), of which about 40,000 are of
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Chinese origin, based in information by the Chinese business
chamber of Mexicali. In the late nineteenth century a strong
Chinese immigration arrived to the United States in order to
work on the construction of railways and irrigation channels.
Upon completion of these works, the United States began to
reject them and even issued a law prohibiting their entry in
1904. This almost coincided with the agricultural
development of Mexicali that required manpower because
existing Mexicans were insufficient at that time to provide it.
For this reason, from 1910 to 1920, the entry of Asian
workers in this region was provided, which were
predominantly settled in what later became known as "The
Chinesca". Chinatown still exists downtown. Over time,
these immigrants occupied spaces such as lessors of land,
subsequently in commerce, mainly restaurants.

In 1918, a group of Chinese single men founded the China
Association with the purpose of representing the community
before governmental or civil entities and to promote their
culture, strengthen the moral principles and affirm the bonds
of family togetherness. Through this partnership were made
the first acts of public beneficence and was made the first
public hospital, funded by Chinese farmers with donations
coming from their crops of cotton. The control of agriculture
by them was amazing. During the first decades of the century,
some Chinese became successful entrepreneurs. A mid-
twentieth century, Chinese community members set up
different sales businesses of clothing, footwear, haberdashery,
grocery stores and restaurants; this benefited to the economic
development of Mexicali because of the generated
workspaces and the prosperity in the local economy. This
situation continues today as they offer more than 1,200
sources of employment for city workers (Arellano, 2012).

3. Problem Approach

There is no model that integrates the capabilities and
resources of family businesses that help them become more
professional, defining professional as the internal capacity of
a family business to structure, to manage and to govern the
resources and capabilities to achieve its objectives (Basco,
2006). There is no a theory that fits the needs of family
businesses, since most of the related investigations focus on
recognizing and appreciating their characteristics, thus the
needs having the most family businesses about their
functioning and survival represent a challenge to undertake
such research. Despite the large number of family businesses
of Chinese origin in the region (particularly in Mexicali) that
give employment to a significant part of the population
representing large share of GDP, many of this businesses fail
due to mismanagement, that includes the lack of strategic
planning.

4. Literature Review

Societies evolve over generations; in same way like
species do, organizations that survive are not the larger ones
not the ones that have more resources, organizations that

survive are those who manage to adapt and meet the
constants demands and challenges of the environment.

Those that survive not only have the ability to adapt but to
anticipate the change and to create conditions that impact the
environment and other organizations. In the measurement
they anticipate to these changes proactively, it will his
success. Strategic planning is a tool that supports the
achievement of these results.

Strategic planning is directly related to the Theory of
Resources and Capabilities of the Company, it hold that
competitive advantage and growth of organizations in
because they possess unique resources and capabilities that
differentiate them from other competitors in your industry, so
you might consider that apparently similar firms obtain
different results.

To plan is to choose and set a goal; is to develop a project
and specify the steps to carry it out by calculating the risks
that glimpse; is how to prevent and avoid the threats for
minimized; is to be prepared continuously for obtaining good
results. The planning must seek to ensure the permanence of
business to formalize the plans, programs and procedures so
they operate in congruently against eventualities that arise in
the daily walk of organizations.

The strategy is a choice that involves the entire
organization and that is to select from among several
alternatives the one which suits better, considering all those
internal and external factors that surround it and, based on
that choice, make decisions always looking for a better future
position in relation to the current situation.

A good strategy should be able to achieve the desired
objective; should be able to make a good connection between
the environment and resources of an organization and
competition; should be doable and appropriate; should be
dynamic, flexible and able to adapt to changing situations. A
good strategy should be able to provide the organization with
a competitive advantage.

To Chiavenato (2011), strategic planning is a process in
the organization that is in charge of drawing the guidelines to
define action plans that generate competitive advantage and
sustainability over time. Strategic planning is to develop,
build and implement the various plans by companies or
organizations with the intention of achieving the objectives
and goals pursued in terms of opportunities and threats
offered by the environment.

It is important to note that strategic planning does not
attempt to make decisions by looking to the future, but rather
by responding to certain problems of the present; therefore is
not in charge of forecasting future sales, but of solving
current problems that could be related to them. Because of
this is that all companies must constantly review its strategic
planning and creating new plans to resolve those conflicts
that could affect this. In this regard is essential that all
persons working with management can develop their
knowledge and understanding of the exact needs of the
company, for that the strategic planning allow them to
interact with a dynamic world and evolving.

Strategic management comprises five stages: establishing
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of organizational direction, diagnosis, strategy formulation,
implementation and evaluation of results (Hill and Jones,
2009). In the organizational direction are made actions such
as the generation of mission, statement of some desired
future state named organizational vision, and in the same
way becomes priority the establishment of objectives,
statement of values, goals and action plans. As a second step
must be performed the analyzes both internal and external
environment of the organization, and over all the developing
of strategies to generate competitive advantages that will
help strengthen the business. Not forgetting the development
of internal and external diagnostics to set objectives.

5. Organization and Family

In order to provide a precedent about the concepts of
enterprise and family business, it is first necessary to
establish the concept of organization. Kast and Rosenzweig
(2004) tell us that groups and organizations are an important
part of our existence. Usually we born in a family, we
continue our live in contact with various institutions.
Organizations differ from informal groups because they arise
spontaneously when several people with common interests
match to common goals. An organization is a system with a
purpose, in which its parts have own purposes, it differs from
one company because it performs six types of exchanges
(Ackoft, 1997):

* Money exchange with employees for their work

* Money exchange with consumers for goods and

services

* Money exchange with suppliers

* Goods and services exchange with government

* Money exchange with investors and lenders for

accounts payable

® Money exchange with debtors for accounts receivable

In the accounting theory, exist postulates that were defined
considering the different schools of thought developed
decades ago and also the practice of business. However,
these assumptions may change if you change the
environment in which the accounting information system
operates. One of these principles is that of "going concern"
that set that the economic entity is presumed in permanent
existence within an unlimited time horizon, while prevailing
the favorable conditions for the development of their
activities. Alejandro Alcocer defines the company as "an
economic entity of production or distribution of goods or
services, in which human, physical, and technical elements
interact to fulfill a purpose or activity" (Alcocer, 2009).

A definition that has been used in several studies is
defining the family business as "one business where family
members dominate the ownership and management of the
firm, and perceive the company as a family business"' (Ghua

[1] Ghua, J., J. Chrisman & P. Sharma. 1999. “Denning the family business
by behavior”. Entrepreneurship Theory and Practice, 23(4).
Dreux. I. & B. Brown. 1999. Marketing private banking services to
family businesses. Consultada en
http://www.genuresources.com/Mark.priv.bank. Dreux_5.html.

et al., 1999; Dreux & Brown, 1999; Gersick et al, 1997;.
Litz,1995).

For its part Rodriguez (2006) tells us are "basic production
units, responsible for carrying out economic activities that
allow us to meet human needs, consist of a group of people
and a variety of resources (material, financial, technical)"*.

The small company has provided one of the best
alternatives for economic independence, since these
businesses have become a great opportunity to economically
disadvantaged groups that have been initiated and
consolidated because of their own merit. Similarly it should
be noted that small business provides the experimental field
to generate new products, ideas, techniques and ways of
doing things. The importance of small business should not
only be measured by the number of establishments or
invested capital in them, but also must consider the jobs and
training that generate and the purchasing power given to
workers by wages and salaries.

5.1. Family Business

For Casillas and Acedo (2007) the family business is not
as easy to define as there are some fuzzy boundaries. In
general is one where more than one individual, one family,
has the company as a way of life, family businesses are the
combination of three subsystems: family, ownership and
control. At birth, these three subsystems are completely
overlapping. Family businesses are those that are passed
from one generation to another (Ward, 1987), according to
the Institute for Family Business, 80 or 90% of businesses in
America are family businesses, in Mexico, 95% of the
65,000 medium and large Mexican companies are family
businesses, which have a very big challenge to evolution,
which consists precisely in their separation, or survival and
consolidation in the third generation.

Every knowledge area must be built on a theoretical basis.
In the field of business administration, the primary source of
material consists of extensive experience and vast literature
that exists on this issue, however, respect to the management
of family businesses there is a lack of theoretical integration
and empirical, plus it not exist not have a unified definition.

This lack of theoretical integration make that there are
many definitions of family business. In the United States are
reported more than twenty definitions; in Mexico the few
professionals that are dedicated to this discipline also handle
various definitions. Although there is no consensus on the
definition of family business, most of the experts associated
with the controlling and direction of the organization in the
hands of family members.

For Longenecker (1994), a family business is one that
meets two basic requirements: first about property, all

Gersick, K., J. Davis, M. Hampton & 1. Lansberg. 1997. Generation to
generation: Life cycles of the family business. Boston, MA: Harvard
Business School
Litz, R. 1995. “The family business: Towards definitional clarity”.
Family Business Review, 8(2)

[2] Rodriguez, J (2006): How to apply strategic planning to small and
medium enterprises, Fifth Edition, International Thomson, Mexico.
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members or at least the capital proportion needed to maintain
the control of the organization must belong to two or more
members of the same family; and second about management,
at least two of the family members must be involved in the
operation of the enterprise. This means that is not enough
having the controlling interest in the company, at least two of
the family members must be actively working in the
company. Although no precise data that provide the accurate
proportion who keep the family companies with which those
are not because the census does not classify firms as familiar
and unfamiliar, some authors mention that globally between
80% and 90% of companies in the world are family business,
generating 75% of world GDP and employing 85% of the
working population, reason why they are considered an
economic and social engine worldwide (Poza, 2005). In
addition, Rodriguez Valencia mentions that of the over
2,000,000 companies operating in Mexico, 98% are
controlled by a family or have a strong intervention by the
members of this.

The above paragraph shows the importance to deal with
this topic. Nonetheless, family businesses in Mexico have a
life expectancy of 25 years (Urzua, 2012). While each
organization has its own members, goals and values, it has
been found possible to establish dissimilarities between
family businesses and those that are not. Some of the
distinctive features of family businesses are that, in the
beginning, they tend to get little or no debt and are often
economically underdeveloped, in the sense that they are not
as great as they could be. Another feature is that, at times,
family businesses usually operate without a bureaucratic
system, so that decisions are taken quickly and therefore are
able to adjust quickly to changes in their environment.
Another characteristic is that since in these companies, the
business and family subsystems interact, the interests of the
family play an important role in decisions making, letting
beside purely rational decisions. Finally some family
businesses tend to be oriented towards sales and production,
leaving areas as finance and marketing in a second level,
even if these are also important and should be considered
when planning activities organization.

Early researchers of family business were consultants of
family businesses, often family financial advisors or
therapists (Lansberg, 1988), which began to suggest to
family businesses some ways to prevent errors from critical
situations, such as the role of leadership in the company, the
general administration of the company, the compensation of
family employees, communication between members of the
business and the family, succession planning and risk
management (Katz, 2005).

5.2. Chinese Company

The figure of the "family man" still has a strong
preponderance to establish to man as head of household and
the elderly are respected. The same treatment given to adults
into the Chinese community is give to them into their
organizations, becoming an important and recognized

hierarchy. As a general principle, the Chinese citizen is very
entrepreneurial, with strong predisposition to resolve the
concerns of their customers. He is very active in participation
within their organizations, has a clear tendency to
permanently overcome himself by incorporating training and
equipping to their companies. The continued growth of their
companies is surprising.

Moreover the Chinese people are very cordial, friendly
and helpful. They are always trying to solve all obstacles; are
very detailed and pay attention to provide cares like
transportation, company reception and reservations; that
make the visitor is predisposed for business. The Chinese do
not perceive the work as a punishment, the Chinese do not
have the religious idea of 'earn their bread by the sweat of his
brow', and so the work is a way to give dignity to their lives.
One of the most striking aspects of small Chinese merchants
in Mexicali is their long working hours, with hours that
extend far more than usual. Chinese owners have the thought
that the longer the business is open, the more chance there is
to make money. They have an adage: "if you maintain the
store open, won't know how many customers will attend, but
if you have the store closed, surely will be no one".

6. Methods/ Procedure

The objective of this research over of small family
businesses Chinese origin in Mexicali, Baja California, is to
determine if the factors of their permanence are the proper
implementation of strategic planning and its basic elements
such as relevance, reliability, time horizon and use strategic
tools. The investigation was of mixed type, combining
qualitative  information obtained from experts and
quantitative information obtained through the application of
interviews about strategic management variables and
designing of business strategies. The design is experimental,
not descriptive, cross because data were collected in a single
moment in its natural context, through interviews with the
founders and managers; having as purpose to describe
variables and analyze their effects (Hernandez Fernandez y
Baptista, 2014).

In the first phase of the investigation proceeded to
characterize family businesses, for they have the internal
capacity to structure, manage and govern their resources and
capabilities in order to improve their competitiveness and
enhance their stay. In the second phase, developed a
questionnaire with open questions (as interviews) to a sample
of 30 companies belonging to the Chinese community about
who or who are the people who founded the company and if
still work on it; who did the major business decisions; if
within its administrative practices developed organizational
manuals, implementation of policies and strategies; and if
considered relevant to know to direct competition. The
information from the questionnaires was processed and
statistically analyzed in SPSS.
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7. Results

PERFORM BUSINESS PLANNING

HIF CARRIED OUT

ENOT IMPLEMENTED

Fig. 1. Perform business planning.

As figure 1 show, 55% of family business owners develop
planning process in their companies, however a high
percentage (45%) ignores this activity, which results in a
administration lacking of tools that support the business
continuity.

SEASONALITY OF PLANNING

3% 3%

7%
M FSSTHAN 1 YEAR

H1YEAR
W 2 YEARS
M3 YEARS
@ NONE

Fig. 2. Seasonality of planning.

Figure 2 refers to the period of time in which planning is
projected. The results show that 47% of SMEs plan to 1 year.
This result may indicate that adhere to a short-term trend, an

operational approach, rather than a strategic trend (long term).

In addition it can be mentioned that the companies which
showed a longer time horizon (over 1 year), obtained
superior performance. This result suggests that the long-term
time horizon implies some advantages over short-term
planning.

USE OF STRATEGIC TOOL, ACCOUNTING AND FINANCIAL
MANAGEMENT

WANALYSIS OF RESOJRCES AND
CAPRBILITIES

WSWOT ANAIYSIS

WANALYSIS OF HUMAN RESOURCES

W BENCHMARKING T00L

WANALYSIS PORTER 5FUERZAS

SANALYSIS OF ORGANZATIONAL
CULIUKE

WANALYSIS OF THE VALUE CHAIN

Fig. 3. Use of strategic tools, accounting and financial management.

Regarding the use of strategic tools, figure 3 exposes that
we found that the most frequently used tools are: the analysis
of resources and capabilities of the company, with 20%;
analysis of strengths, weaknesses, opportunities and threats
(SWOT), with 17%; and analysis of organizational culture

(17%). The analysis results show that SMEs that make
greater use these instruments have a more formal strategic
planning. These results support other studies that have found
that companies that use strategic tools experienced a positive
and significant effect between the formality of planning,
more effective implementation and superior performance.
However, a limited use of these tools can be seen,
particularly as they relate to strategic issues.

IMPLEMENTATION OF POLICIES AND STRATEGIES IN THE
COMPANY

NOTIMPLEMENT

wlF CONDUCTED

Fig. 4. Implementation of policies and strategies in the company.

42% of companies lack the development of policies and
strategies, this is one of the reasons they not have made a
proper implementation. Only 58% of companies focus on the
process of developing policies and strategies.

THE COMPANY HAS A COMPETITIVE STRATEGY

WDEVELOP STRATEGES
BN DEVELUP SIRATZUIES
BIN FROCESS UF DUING

BDO NOT KNOW

Fig. 5. The company has a competitive strategy.

Figure 5 shows that 45% of the family business have a
strategy to compete as a common practice, 29% do not have
a strategy, and 5% did not know about the need of this.

FORMALITY OF FLANNING

wPLANNING
SOPHISTICATED

EFORMAL PLANNING

WINFORMAL PLANNING

ENCPLAN

Fig. 6. Formality of planning.

In the survey conducted, the planning was divided into
four levels: sophisticated, formal, informal and without
planning. The criterion used was based on: (1) whether the
plan was written; and (2) whether it met the requirements of
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a formal planning. In figure 6 the results obtained show that
only 20% of SMEs have a sophisticated planning and 23%
have a formal planning. However, 17% have no planning and
40% do so informally, that is, does not have a written plan.
When performing a deeper analysis of the data, the results
suggest that there may be more likely to improve business
performance through the application of a formal planning
process, than through an emergent and informal process. We
also found that companies that have sophisticated planning
have higher performance than those which do informal
planning or not do that.

8. Conclusions

It found that there are significant differences between the
size and years of operation of the company, compared to the
level of formality of planning, this supports the idea that
companies go through various stages of development and by
the time they mature and become more complex, they will
require to formalize their planning processes. The family
business, face difficulties to stay competitive and profitable
in the market, so they have the need to undertake innovative
strategies that help them meet and overcome the challenges
that they will be exposed in its current context. The lack of
planning can result in excessive contingency, absence of a
measure to monitor the success or failure of management,
lack of a clear vision and lack of control, causing waste of
time, resources and opportunities.

Among the factors that influence the permanence of small
family businesses of Chinese origin in Mexicali Baja
California, from analyzing organizational approach, the
concepts of trust and communication between family
members can subjectively affect the relationship, and
therefore the achievement of objectives. It was found in the
Chinese enterprises the lack of action plans focused on their
organization, which limits the establishment of
responsibilities and internal communication.

Regarding the use of strategic tools, the test results show
that the companies that use more these instruments, have a
higher degree of formality of planning, however, they use of
tools in a limited way, either by ignorance or because
managers are not convinced of the practical benefits of its
use. It may also be indicative that the diversity of tools that
can be used has not permeated in the business practice.
Finally, there is evidence that the uses of tools of accounting
and financial management influence the level of formality of
the planning and performance of the company and are used
in greater extent than strategic management tools, indicating
an emphasis on the short term and the lack of a strategic
vision.

Also, one of the overriding principles for the lack of
competitiveness is that most organizations emerged in order
to meet basic needs of the family and not with a view of
development and competitiveness, therefore these businesses
lack plans for growth in the medium and long term. Thus can
confirm that you is not enough the daily administration for
the strategic planning process, because do not allow them to

have different courses of action which could define their
strategies to cope with the competition they face day by day.

It is important that companies develop a more detailed
internal and external analysis to establish a strategy to help
them become more competitive in their environment.
Because of cultural issues, they remain leaving the
management of their organization to founders, who deserve
respect and admiration because of their gender and age, ie the
experience still imposed over strategic planning, this is the
way they have carried out the administrative management
labor.
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