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ABSTRACT

In this paper explores the position of Micro, Small and Medium Enterprises (MSMEs) in terms of three key variables: 
propensity to credit, capital structure and strategic profile. The premises presented in this scientific essay are derived 
from the interpretation of data and results of two studies applied to MSMEs. Some elements are presented that 
illustrate the most frequent preferences and behaviors together with conceptual considerations, with the purpose 
of trying to explain the main financial and strategic challenges of this type of companies in the national context. In 
each of the studies that serve as the basis for this paper, surveys were applied as instruments for data collection.

Keywords: capital structure; credit propensity; business strategy.

RESUMEN

Este trabajo explora la posición de las Micro, Pequeñas y Medianas Empresas (MIPYMES) en términos de tres 
variables claves: la propensión al crédito, la estructura de capital y su perfil estratégico. Las premisas expuestas 
en este ensayo científico se derivan de la interpretación de los datos y resultados de dos estudios aplicados a las 
MIPYMES. Se presentan algunos elementos que ilustran las preferencias y comportamientos más frecuentes junto 
a consideraciones de tipo conceptual, con la finalidad de intentar explicar los principales desafíos financieros y 
estratégicos de este tipo de empresas en el contexto nacional. En cada uno de los estudios que sirven de fundamento 
a este escrito se aplicaron encuestas como instrumentos para la recolección de datos. 

Palabras clave: estructura de capital; propensión al crédito; estrategia empresarial.

INTRODUCTION
Micro, small, and medium-sized enterprises (MSMEs) occupy an important place in the economic dynamics of the 
Republic of Panama. This sector comprises around 92% of the country’s business parks, and of this proportion, 
MSMEs represent 87%, according to institutional data (La Estrella, 2024). They contribute about 74% of the Gross 
Domestic Product (GDP) and 80% of employment.
By comparison, five years ago (2019-2020), these companies represented 97% of the country’s business sector, 
approximately 96 000 companies, generating 56% of employment; of that proportion, between 90% and 92% were 
micro and small enterprises (MSMEs). (AMPYME, 2020). These percentages reflect the changes in the country’s 
business landscape. 
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The changes above are related to four events that have had adverse effects on MSMEs: a) Pandemic (2020-2021); b) 
Start of the War in Ukraine (February 2022); c) Protests over the High Cost of Living (July 2022); d) Protests Against the 
Copper Mine (October and November 2023).
It is estimated that 40% of MSMEs were lost to the pandemic, 10% in July 2022, and another 10% in 2023. As of December 
2024, there are an estimated 92 000 businesses, but most are new or reorganized surviving businesses. The current 
reorganization of some MSMEs is a cautious response to the uncertainty inherent in the possible social conflict that 
could be triggered in the context of the national debate on various issues: social security reforms, the mining issue (the 
proposal to reopen the mine to close it down in an orderly manner), and the threats of the new US President Donald 
Trump against Panama’s sovereignty over the Interoceanic Canal.
On the other hand, article 5 of law 8 of March 29, 2000, presents a proposed definition that is described as follows: a) 
Microenterprise: Formal or informal economic unit that generates gross income or annual turnover of up to one hundred 
and fifty thousand balboas (B/.150 000,00); b) Small enterprise: An economic unit that generates gross income or 
annual turnover from one hundred and fifty thousand balboas with one cent (B/.150 000,01) to one million balboas (B/.1 
000 000,00); c) Medium-sized enterprise: An economical unit that generates annual gross income or turnover from one 
million balboas and one hundredth (B/.1 000 000,01) to two million five hundred thousand balboas (B/.2 500 000,00). 
A company in which members of the same family participate in its ownership and management and desire continuity is 
known as a family business (Esparza-Aguilar et al., 2021). In Panama, 92% of MSMEs are family businesses (UNPYME, 
2021). 
This paper’s three key topics are credit propensity, capital structure, and the strategic status of MSMEs. 
In macroeconomics, credit propensity is understood as a fundamental tool for stimulating aggregate demand and 
economic growth. The post-Keynesian theory holds that private investment tends to decrease in economic contraction, 
generating a deficit in effective demand. In this context, access to credit allows households and companies to maintain 
levels of consumption and investment that would otherwise be reduced. This premise implies the need to keep the 
financial system solvent and liquid to avoid speculative bubbles and to ensure that credit flows to productive sectors 
that promote general well-being and economic sustainability. Unlike traditional theories that consider credit as a simple 
result of previous savings, the post-Keynesian view emphasizes that the creation of credit can precede savings and that 
savings are an indispensable catalyst for inclusive and sustained economic growth (Setterfield, 2005).
Micro, small, and medium-sized enterprises (MSMEs) occupy an important place in the economic dynamics of the 
Republic of Panama. This sector comprises around 92% of the country’s business parks, and of this proportion, MSMEs 
represent 87%, according to institutional data (La Estrella, 2024). They contribute about 74% of the Gross Domestic 
Product (GDP) and 80% of employment.
By comparison, five years ago (2019-2020), these companies represented 97% of the country’s business sector, 
approximately 96 000 companies, generating 56% of employment; of that proportion, between 90% and 92% were micro 
and small enterprises (MSMEs). (AMPYME, 2020). These percentages reflect the changes in the country’s business 
landscape. 
The changes, as mentioned earlier, are related to four events that have had adverse effects on MSMEs: a) the Pandemic 
(2020-2021); b) the Start of the War in Ukraine (February 2022); c) Protests over the High Cost of Living (July 2022); d) 
Protests Against the Copper Mine (October and November 2023).
It is estimated that 40% of MSMEs were lost to the pandemic, 10% in July 2022, and another 10% in 2023. As of December 
2024, there are an estimated 92 000 businesses, but most are new or reorganized surviving businesses. The current 
reorganization of some MSMEs is a cautious response to the uncertainty inherent in the possible social conflict that 
could be triggered in the context of the national debate on various issues: social security reforms, the mining issue (the 
proposal to reopen the mine to close it down in an orderly manner), and the threats of the new US President Donald 
Trump against Panama’s sovereignty over the Interoceanic Canal.
On the other hand, article 5 of law 8 of March 29, 2000, presents a proposed definition that is described as follows: a) 
Microenterprise: Formal or informal economic unit that generates gross income or annual turnover of up to one hundred 
and fifty thousand balboas (B/.150 000,00); b) Small enterprise: An economic unit that generates gross income or 
annual turnover from one hundred and fifty thousand balboas with one cent (B/.150 000,01) to one million balboas (B/.1 
000 000,00); c) Medium-sized enterprise: An economical unit that generates annual gross income or turnover from one 
million balboas and one hundredth (B/.1 000 000,01) to two million five hundred thousand balboas (B/.2 500 000,00).
A company in which members of the same family participate in its ownership and management and desire continuity is 
known as a family business (Esparza-Aguilar et al., 2021). In Panama, 92% of MSMEs are family businesses (UNPYME, 
2021). 
This paper’s three key topics are credit propensity, capital structure, and the strategic status of MSMEs. 
In macroeconomics, credit propensity is understood as a fundamental tool for stimulating aggregate demand and 
economic growth. The post-Keynesian theory holds that private investment tends to decrease in economic contraction, 
generating a deficit in effective demand. In this context, access to credit allows households and companies to maintain 
levels of consumption and investment that would otherwise be reduced. This premise implies the need to keep the 
financial system solvent and liquid to avoid speculative bubbles and to ensure that credit flows to productive sectors 
that promote general well-being and economic sustainability. Unlike traditional theories that consider credit a simple 

https://doi.org/10.71459/edutech202416


https://doi.org/10.71459/edutech202416

Bracho Rivera, R. I. et al. Edu -Tech Enterprice. 2 (2024) 

3

result of previous savings, the post-Keynesian view emphasizes that credit creation can precede savings and that 
savings are an indispensable catalyst for inclusive and sustained economic growth. (Setterfield, 2005).

METHOD
The first instrument used as the basis for this paper is the survey: “Propensity to Credit and Capital Structure in 
Microenterprises in the Central Provinces, Panama, and Darien” from the 2018 University Research Funding Call 
(CUFI). Code: VIP 18-09-03-2018-10 of the University of Panama. 
The survey was expected to be applied to MSMEs; however, it was only applied to micro-entrepreneurs (formal and 
informal subsistence) due to practical circumstances. The questionnaire included variables related to the general 
profile, credit preferences, and the business’s capital structure. After the data from the survey was analyzed, the 
data was interconnected, and the bibliographic information was used to interpret the processes that contextualize 
the financial structure of microenterprises.
The sample size obtained (400 surveys) was estimated using the sample size formula for an infinite population 
(unknown population size): 

𝑛𝑛0 =
𝑧𝑧2𝑝𝑝𝑝𝑝
𝑒𝑒2 =

(1,96)2(0,5)2
(0,05)2 =

(3,84)(0,25)
0,0025 =

0,96
0,0025 = 384 ≈ 400 

 
Where:
n0: Sample size: infinite population
z: Value (Z)  associated with a confidence coefficient of 95% 
p: Sample proportion
q: Complement of the sample proportion
e: permissible error (5%)

The research was carried out during 2019 and the first two months of 2020. 
The second basic document is called: “Impact Study” which was the result of a survey carried out by the National 
Union of Small and Medium Enterprises of Panama during 2021 (UNPYME, 2021).
This study was carried out to monitor the effects of the pandemic on MSMEs and incorporated items that allow for the 
technological and strategic diagnosis of companies. 
By addressing the issue of the stock and use of technological resources by MSMEs, the study makes it possible to 
examine the reality of the companies and to approach their strategic status by gaining knowledge about the distinctive 
capabilities of these companies. On this basis, the foundations can be laid for the development and implementation 
of a sectoral policy that can modify the competitive context in favor of MSMEs. 

RESULTS 
Below are the main graphs that describe the frequent situations in which Panamanian micro-enterprises find 
themselves. 

Figure 1.
Pareto chart of the invoiced amount
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91% of the businesses surveyed replied that their annual turnover was B/. 10 000,00 or less, classifying them as 
subsistence microenterprises. However, due to respondents’ sensitivity to this question, future surveys should apply 
non-response techniques to manage non-sampling errors (arising from non-responses or falsified responses) for this 
item. On the other hand, the remaining 9% of reported revenues were between B/. 10 001 and B/. 150 000,00. This 
placed all the businesses surveyed in the microenterprise scale.  

Figure 2.
Microenterprises Surveyed by Economic Activity

The research findings correspond with the conventional data of the country’s productive matrix and the high weighting 
of the tertiary sector. Thus, 89,5% of the microenterprises surveyed operated in the tertiary sector, of which 45,2% 
were engaged in commercial activities, 24,9% in professional and administrative services, and 14,8% in restaurants. 
All of the informal businesses surveyed (without notice of operations) are microenterprises, and the main reasons 
why they have not been formalized are misinformation and the perception that the procedures are complicated. Most 
of the micro-enterprises surveyed (71%) are informal, with processing a notice of operations being the most basic 
requirement.  This figure is compatible with data from other studies, for example, the figures shared at the 2nd Annual 
MSME and Entrepreneurship Congress (La Estrella, 2024).

Figure 3.
Legal Structure of the Company

	
Regarding the legal structure of MIPES, 70% operate as natural persons while 15% as legal persons (public limited 
companies). 
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Other studies indicate that 57% are natural persons and 43% legal persons. 73% micro, 23% small and 4% medium 
(UNPYME, 2021).

Figure 4.
Form of Company Financing

A valuable finding is that 81% of micro-entrepreneurs financed the start-up of their company with savings and their 
own resources. And only 6% had access to bank financing (figure 4). This highlights the lack of Panamanian financial 
system to finance micro-enterprises and start-ups.
According to the other study, 67% are banked and 32% are not banked, and 10% are in the hands of personal loans. 
(UNPYME, 2024). 

Figure 5.
Composition of the Debt

The composition of the microentrepreneurs surveyed shows that 82% have no debt with financial institutions, 13% 
have loans with private entities, and 2% with public financial institutions (figure 5).
Finally, the microenterprises surveyed with debt indicated that the terms operated are 26% less than a year, 23% 
between 1 and 2 years, 13% between 2 and 4 years, 9% between 4 and 10 years, and 29% handle other terms. 
In terms of technological and strategic conditions, the second baseline study found that 11,8% of MSMEs do not have 
a computer, and 5,1% do not have the Internet.
A central aspect of companies’ competitiveness is diligence. In this regard, the study concludes that 68% carry out 
banking procedures, 47% government procedures, 6% look for suppliers, 5% look for clients, 2% systematically 
develop processes, 2% implement training, 1% carry out research on business issues, and 52% have no planning 
document. The main concern of these companies is working capital (82%), followed by sales. 
Based on the data provided by the survey shown in figure 1, which deals with the annual turnover of the microenterprises 
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surveyed, it is possible to speculate on the possibility that non-subsistence microenterprises (turnover between B/. 
50 001 and B/. 150 000) constitute between 1,5% and 3%. 
Consequently, from a probabilistic perspective, this segment of microenterprises could be studied using a density 
distribution or Pareto probability distribution. The above hypothesis should be evaluated and explored in greater 
depth in future studies. 

DISCUSSION 
To complement the description and theoretical discussion of the characteristics of Panamanian MSMEs and 
entrepreneurs, we include some data from the 2020-2022 measurements carried out by the Global Entrepreneurship 
Monitor below.
The first of these measurements presents three key findings: a) Most start-ups are driven by people between the ages 
of 18 and 44; b) People with a high level of education set the trend in start-ups when the economy slows down; c) 
People with a medium or high socioeconomic level have a greater tendency to become entrepreneurs.
Early-stage enterprises (MSMEs between 1 and 3 years old) are more densely located in the country’s capital 
(metropolitan) and central regions.
Data from the Global Entrepreneurship Monitor reaffirms the greater preponderance of the tertiary sector in 
Panamanian enterprises, with between 73% and 75%, not including the average 6% of the information and 
communications sector, assuming this sector is close to scientific-technological production. 
It was observed that in the early stages, most enterprises generate between 1 and 5 jobs.

CONCLUSIONS
In Panama, MSMEs are mainly financed with their own funds, both at the moment of the enterprise’s birth and in 
terms of working capital and growth. In terms of the companies’ strategic status, many technological and managerial 
challenges must be addressed to increase their competitiveness. 
The country’s micro, small, and medium-sized enterprises (MSMEs) constitute a fundamental pillar of the 
national economy, representing a large proportion of employment and contributing significantly to local economic 
development. However, they face several structural challenges that limit their ability to grow and compete in 
a globalized market. These include restricted access to financing, lack of technical and managerial training, and 
weak adoption of modern technologies. Although the government has implemented support programs, such as 
tax incentives and specific lines of credit, these measures often do not significantly permeate micro-enterprises, 
especially in rural areas, where costs and bureaucratic barriers are more significant. These limitations restrict 
MSMEs’ potential impact on innovation and value-added generation.
On the other hand, if their needs are addressed comprehensively, MSMEs in Panama have great potential to 
become engines of sustainable development. An improvement in technological infrastructure, accompanied 
by more significant investment in business training, can strengthen their productive capacities and insertion into 
international value chains. In addition, a more inclusive public policy adapted to the local reality is key to promoting 
the formalization of these companies and reducing their dependence on the informal sector. 
In the context of globalization, MSMEs should also be supported in participating in trade agreements and taking 
advantage of the opportunities offered by the Panama Canal, free trade zones, and industrial parks. If effective 
strategies are implemented to overcome their limitations, these companies could be a key factor in economic 
diversification and reducing social inequalities in the country.
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