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Resumen

Este trabajo analiza los determinantes de la eficiencia en costos y beneficios del sistema financiero
colombiano durante el período 1989-2003. Usando un enfoque de frontera estocástica, durante  el
período, la eficiencia en costos se deteriora mientras que la eficiencia en beneficios es relativamente
estable. Del análisis empírico deducimos que existen grandes diferencias cuando analizamos las
medidas de eficiencia entre costos y beneficios. Adicionalmente, nuestro análisis muestra que las
medidas de eficiencia en beneficios y costos tienen distribuciones diferentes y existen grandes diferencias
entre los diferentes tipos de intermediarios.  Este resultado favorece la creencia de que puede existir
poder de mercado para los intermediarios del sector financiero al fijar precios de sus productos
reflejando comportamiento colusivo para obtener rentas monopolísticas.

Clasificación JEL: C23, D24, G21, L11.
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In this paper we discuss cost and profit efficiency on the
Colombian financial market in the period 1989-2003, using
stochastic frontier efficiency analysis. During the period, the
cost efficient frontier deteriorates, but profit efficient frontier is
relatively stable. We found significant difference when we com-
pare the efficiency scores among different types of financial
intermediaries. Additionally, our analysis shows that the scores
for profit and cost efficiency have different distributions. Also,
we found big differences between profit and cost efficiency
among the different type of banks. This is evidence in favor of
the existence of collusive behavior of some banks, which allows

them to capture oligopoly rents.
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In the last years, there have been a series of changes related to global trends in
the supply of financial services. These trends include economic integration,
technological change, increased competition, disintermediation, deregulation and
financial crises.1  Colombia has not been apart from this phenomenon in its financial
market where it is assumed that this phenomenon have led to an increase in
competition during the last years. In this environment, both for banks and non-
bank financial institutions, cost efficiency becomes a prerequisite for survival.
Efficiency analysis thus becomes a leading indicator of how the financial firms
adopt some strategies to face the consolidation process.

With efficiency analysis we can study the effects of the liberalization, and distinguish
between cost and profit analysis. We use stochastic frontier analysis (SFA) to
identify the different levels of inefficiency for each financial firm. It yields a best
practice frontier as well as individual firm performance measures benchmarks
against this frontier. We apply the analysis to a sample of firms of the Colombian
financial system in the period 1989-2003. During this period changes occurred in
the Colombian financial system originated by a financial crises, deregulation and a
consolidation processes.

We analyze the efficiency with cost and profit functions using variables such as
financial capital and linear and quadratic trend term to determine whether shifts in
the efficient cost and profit frontiers occur. In addition, we check for trend changes
in average cost efficiency and average profit efficiency between 1989–2003. We
conclude that the cost and profit efficiency differ among firms and during the
studied period. Profit efficiency was nearly constant while the cost efficiency
showed a significant change during the period. To find differences among financial
institutions, we test equality between cost and profit efficiency for the different
types of financial institutions, following to the traditional division of the Colombian

1 For an overview see Berger, A. N. (1999).
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